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FROM THE EDITOR

‘Competitive Innovation’
The Malaysian Institute of Accountants (MIA), the
country’s national accounting body, was established in
1967 under an Act of Parliament, namely, the Accountants Act, 1967.
The functions of the Institute are, inter alia :

C

hanges are taking place at breakneck speed, affecting virtually ever y sphere
of personal and business life. Locally and globally, transformation takes place

daily.
To be fair, these changes do not happen by chance. They occur because new and

(a) To regulate the practice of the accountancy
profession in Malaysia;

better ideas have emerged, replacing old and outmoded ones.
But an idea per se is like an automobile. Without fuel, it is of little use.

(b) To promote in any manner it thinks fit, the interests
of the accountancy profession in Malaysia;

Ideas need entrepreneurs to get the old world changing. They are a special breed
— masters in capitalising on ideas, innovating and commercialising them.

(c) To provide for the training, education and
examination by the Institute or any other body, of
persons practising or intending to practise the
profession; and
(d) To determine the qualifications of persons for
admission as members.

MIA COUNCIL

This issue highlights a critical issue of our times — “Innovation and Entrepreneurship,” a thought-provoking article that urges the removal of the “remaining shackles
standing in the way of total liberation of the entrepreneurial spirit to facilitate the
flowering of intellectual and creative talents to the maximum.”
Indeed, a similar thought is contained in the Institute’s Memorandum to the Ministry of International Trade and Industr y this year. Among other things, the Institute
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One conducive environment to be developed must necessarily be in the area of
education. A national brainstorming effort as it were may be needed to chart the path
in churning out more Malaysians who are able to think more creatively and critically.
That effort should not exclude those at the pre-school age.
In another seemingly unrelated article, “To Have Creative Children, Spend Less Money,”
the author shows the huge creative potential in the young ones. While readers with young
children are bound to benefit from the invaluable tips in developing creative children, one
should not miss out the subtle implication of the article for the nation as a whole.
No less the same, innovative thinking is urgently needed in the realm of accountancy — to compete effectively at home and abroad. This is the constant refrain of our
MIA President in his column, both in the current and previous issues.
In this issue too, there is also an important update on the developments in the
World Trade Organisation, which should interest every accountant. Also, the subject
of Internet trade and tax implications is both topical and educational.
Apart from these, there are other interesting and informative feature articles, economic updates, Institute and international news, light reading material, etc to keep
readers and their families profitably occupied.
Have a good day.

Editor

Letters to the Editor
A key element in the world of publishing is what readers have to say.
We want to hear from you on just about anything that appears in
each issue of Akauntan Nasional. Why not drop us a line now?
(Editor’s contact is at the bottom of page 1.)
CONTRIBUTION OF ARTICLES
The Akauntan Nasional welcomes original and previously unpublished contributions which are of interest to accountants, executives and scholars. Manuscripts should cover domestic or international accounting developments. Lifestyle articles of interest to accountants are also welcomed.
Manuscripts should be submitted in English or Bahasa Malaysia and range from 2,500 to 5,000 words
(double-spaced, typed pages). They should be submitted in hardcopy and diskette (3.5 inch) form in Microsoft
Word or Lotus Wordpro. Manuscripts are subject to a review procedure and the Editor reser ves the right to
make amendments which may be appropriate prior to publication.
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FROM THE PR ES IDEN T ’ S DES K

Life-long Learning
funny and slightly embarrassing in
cident happened to me and my fel
low accountants during a recent
brainstorming retreat. But it taught us a
gem of a lesson — one I hope many of us
will not forget.
During one of the motivation sessions, we
discovered that although most of us thought
we were people of some intellect, no accountant in the room managed to solve an
intelligence test posed by the speaker.
It was a simple question of why after replacing a new and bigger window in a room
which made it a brighter place, the new window still measured two-by-two feet, i.e. the
same measurement as the smaller window
that was previously placed in the same room.
The minutes ticked away, but still nobody could guess the answer.
The speaker went on and on about how
people of other organisations could solve
it within a short time span (I think to deliberately put pressure on us), as we struggled to come up with a sensible solution.
All kinds of answers were given, some
even asked whether it was a trick question,
but the speaker insisted that there were no
tricks. The only clue he gave was for us to
change our mindsets — shift our paradigm.
Shortly after that, one of the Secretariat
staff (a non-accountant) solved the problem. That was quite a relief for at least the
speaker stopped making us feel less intellectual, to put it mildly.
Yes, we all had a good laugh when the answer given was so simple, but more importantly the mental exercise got me thinking.
I wondered how so many of us have depended so much on conventional ways and
set perceptions that we sometimes miss
not only the big picture, but the many other
different and unique frames that make up
the big picture.
And so as the new President, I am now
committed to unlearn many things that I

A

have learnt in order to learn more.
It is my wish to aspire like those who
were brave enough to challenge everyone
else who thought that the world was flat,
or that it was impossible to fly like the birds
in the sky or to walk on the moon.
I also challenge you to walk with me
along this journey of uncertainty and great
discovery.
How? By continuously learning to improve ourselves and be humble enough to
admit that we don’t have all the answers.
Learning is, anyway, a life-long process.
I know you have heard this a million
times over. I too dislike to sound like an
old scratchy record, but some things just
need to be repeated.
One thing I am glad is that the Institute
has already embarked on a change in the
learning process through its Continuing Professional Development (PD) programmes.
The PD Department traditionally helps
members improve themselves by organising talks, seminars and workshops on topics such as accounting, auditing, tax, company secretarial practice, information technology (IT) and others.
These subjects are technical and yet very
popular to accountants due to its practicality in their business. However, maybe due
to our early educational conditioning, we
tend to just listen to speakers giving us all
the answers or rather the answers they
want to give us.
We absorb like sponges and try to implement those new theories in our respective organisations, regardless of whether
they are suitable or conducive.
One of the reasons for such a mindset
could be because we have been conditioned so well by the many teachers we met
along the way — following blindly what we
have been taught without trying a different approach on our own initiative.
Now to change overnight is, of course,

"... the Institute has already embarked on a change in
the learning process through its Continuing Professional
Development (PD) programmes."

asking for the impossible.
Realising this, the Institute has started
inviting speakers on lateral thinking to
prompt you to think creatively, especially in
an environment in which technology rules.
The key is the willingness to learn, learn
and learn.
To enhance our learning experience, the
PD team has again broken new ground by
introducing CPD2 and CPD3, which will
not only offer you an opportunity to do your
postgraduate programme, but also a
chance to upgrade your skills or those of
your workforce.
The CPD2 will emphasise mainly on
postgraduate programmes. However, the
team realised that since most members are
full-time accountants, they might find it difficult to enrol for such programmes.
Hence, the PD department is now in the
process of figuring out whether it is possible to convert CPD2 into a series of one or
two-day seminars covering most of the topics offered by the programmes.
These programmes are run by the Open
University, UK and the BATC of Universiti
Teknologi Malaysia in collaboration with
the University of Warwick, UK.
Realising that the human resource is the
most important asset in any organisation,
the team has also introduced CPD3.
The training in CPD3 will be catered for
members’ staff, offering for now courses
like “Introduction to Computer Audit”,
“Practical Taxation”, “Practical Accounting” and “Practical Audit for Small Businesses”. Later on, courses in secretarial
practices, treasury functions, risk management and IT will also be available.
Helping those who work for us to improve themselves is just as important as
helping ourselves, which is why you see
in-house training departments within the
‘Big 5’ accounting firms.
As the new President, I would like to see
us learning together and from each other.
I hope you feel the same way too.
By the way, are you still curious to find out
what the answer to the intelligence test was?
If yes is the answer, then make a commitment to learn new things and you will not
only find that answer, but many more as you
re-learn how to unleash your full potential.
It is all inside you.
June 2000
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STOP PRESS!
The following article is an excerpt of Bernama’s interview with the new MIA
President Dato’ Syed Amin Aljeffri, which was held on 19 May 2000.

MIA TAKES FIRST STEP TO
REVISIT MERGER WITH MACPA
he Malaysian Institute of Accountants (MIA) intends to ‘revisit’ efforts to integrate the Institute with the Malaysian Association of Certified Public Accountant (MACPA).
“... I am in touch with the MACPA President and its Council members to resume
talks that broke down about four years ago,” Dato’ Syed Amin Aljeffri said.
He said that response from MACPA has been positive and that he was confident that
both parties could come up with a master plan for the integration by the end of the year.
MIA and MACPA were to be amalgamated several years back, but talks to that
effect failed due to what Syed Amin put as “no meeting of the minds.”
Syed Amin, who was appointed MIA president on 4 March this year, following the
resignation of the previous President Dato’ Hanifah Noordin as MIA Council member, said that the two organisations needed to be integrated to resolve confusion
over their roles.
He said that this was an issue of credibility of the accountancy professions and as
such, both MIA and MACPA needed to co-operate and collaborate with each other.
He explained that MIA, which was set up as a statutory body under an Act of Parliament, 1967, is responsible to regulate the accountancy profession in the country.
MIA was initially given some of the responsibilities to set accountancy standards
in the country, but that function has now been transferred to the Malaysian Accounting Standards Board (MASB).
This was because the MIA has not been proactive in fulfilling its function to set
the accountancy standards and was dormant for the first 20 years of its existence.
Thus, such function was taken over by other bodies, including MACPA, which
resulted in different accounting standards in specific areas being used by the different accountancy bodies.
MACPA is an accounting association formed under the Companies Act and regulates its own members. Members of MACPA represent a section of MIA membership.
Syed Amin said that MIA is partly to be blamed for the lost of authority and custodianship of the accounting standards as it had lagged behind previously.
With regard to MASB, he said : “I’m not against MASB being the autonomous in
setting accounting standards. But I would like to propagate that MASB should be
more closely affiliated with MIA because the question of authority and custodianship of accounting standards must be properly addressed.”
To that effect, Syed Amin said he had approached MASB’s Chairman Raja Datuk
Arshad Raja Tun Uda and MASB’s Financial Reporting Foundation (FRF) Chairman Tan Sri Wan Azmi Wan Hamzah.
Although there is no conclusion yet, he said that both MIA and MASB have agreed
to establish continuous line of communications in order to look into the needs of the
accountancy profession in the country.
MASB is an independent technical body, responsible to develop and issue accounting standards in Malaysia. FRF is a trustee body with responsibility to oversee the
performance, finance and funding of the MASB.
Stressing that there is no conflict of interest between MIA and MACPA as well as
MIA and MASB, Syed Amin said that MIA and MASB can work together to enforce
accounting standards as the institute has the power to execute and enforce.

T
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F E AT U R E
E N T R E P R E N E U R S H I P A N D I N N O VAT I O N

"The entrepreneur is essentially a visualiser and an
actualiser .... He can visualise something, and when he
visualises it, he sees exactly how to make it happen."
Robert L. Schwartz

Entrepreneurship
and Innova
By Dr. V. Kanapathy

VICE-CHAIRMAN, BOARD OF ADVISORS,
OLYMPIA COLLEGE, KUALA LUMPUR

The Many Faces of
Entrepreneurs

W

ho is an entrepreneur? Is he
born, or can he be made? What

motivates people to nurture the
spirit of entrepreneurship — to innovate
ideas of economic value? Can it be race?
Hard times? Bigotry? Confucianism? Prot-

they live, and not an inbuilt flair for business which has been denied to others, ex-

cannot all be geniuses, but we can learn
from them,” Professor Howe asser ted.

plain for their success which is quite out
of proportion to their number.

What, therefore, makes geniuses special
is their long-term commitment. They

The Making of Entrepreneurs

struggle hard and they keep on persisting.
They enjoy their work. They excel at con-

H

owever, Professor Dr. Peter
Dr ucker, the business gur u,

centrating and persevering. Their efforts
are focused, and they have a firm sense of

estant work ethics? Or, are they bred and
fostered to managerial positions? So, what

points out that being an entrepreneur does not require specific personality

direction. Professor Howe added that even
the greatest minds had to struggle to

does it take to join this elite group?
The independent, high-rolling business

traits. “It is not a personality trait,” he says.
“In 30 years, I have seen people of the most

achieve their goals.
Incidentally, Richard Branson, Chairman

person has often been compared to the
swashbuckling soldiers of fortune — mer-

diverse personalities and temperaments perform well in entrepreneurial challenges. For

of Virgin Airlines, was beaten by his
mother for poor grades at school and he

chant adventurers — a personality type
which has spanned generations and histori-

him, it’s a behaviour that can be learned.”
His own wife, Doris, founded a business

decided to skip college altogether. “Perhaps my early problems with dyslexia”, he

cal epochs. According to Warren Avis, the
maverick founder of Avis Car Rental, “...

at the age of 80! And, Anita Roddick founded
‘The Body Shop’ because her husband de-

said, “made me more intuitive .…”
The sum and substance of the above ar-

on the American frontier, the term for the
swashbuckling adventurer was ‘gunslinger’.

cided to pursue his lifelong dream of riding
a horse from Buenos Aires to New York

gument is that entrepreneurship means
diligence, not brilliance. Despite the

On the high seas, it was ‘pirate’. And, in
western capitalism, it’s ‘entrepreneur’.”

City, a two-year ordeal, and she needed to
support herself and two children.

widely-held belief that entrepreneurs are
a special breed, it has now been accepted

Some have suggested that historical factors have also contributed to entrepreneur-

Professor Michael Howe of Exter University, England has cor roborated

as a fact that the secret of their success
lies more in hard work than in any innate

ship or motivated some people to adopt an
entrepreneurial attitude. The Jews are an

Drucker’s statement. He told the British
Psychological Society’s Annual Conference

intellectual gifts.
As extraordinar y as entrepreneurs are,

interesting example. They, by reason of
their history and culture, have inherited a

on 14 April this year that entrepreneurs are
made, not born, and even the biggest

they have much in common with the ordinary people. As mentioned above, even the

whole system of values which, when combined with the environment in which they

dunce can learn something from the worldclass minds of the Fords and Matsushitas.

greatest minds had to struggle to achieve
their goals.

have found themselves, have led them to
behave in quite specific and identifiable

“Genuine creative achievements depend
more on perseverance over the long haul

The Japanese, for example, who were
once borrowers of technology surpassed

ways. Economic pressure in the land where

than on prodigious childhood skills. We

the Americans who were the previous tech-
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Ideas — Unique Kind of
Economic Good

nological leaders in auto-engineering

incurable experimenters and problem-solv-

through a firm sense of purpose, a strong
motivation to achieve and a capacity to fo-

ers. Savvy entrepreneurs recognise an opportunity and act upon it.

cus efforts towards specific goals.
The term ‘entrepreneur’ has, therefore,

Let’s look at one of America’s widely- recognised archetypal entrepreneur. Eli

been given a wider definition to embrace
the trained professionals as well — those

Whitney exemplifies the hero-entrepreneur who sees an opportunity and seizes

who have a responsibility to make top-level
decisions, although this responsibility is of

the day. He was educated in Yale and went
to teach in Georgia. Because of a salary dis-

nomic growth by helping us find more
new ways to make use of the resources

a fiduciary nature.
It was a French economist, J. B. Say, who

pute, he went out to make his own mark by
introducing the concept of interchangeable

available to us. They help to re-tool the
concept of production. Whitney’s discov-

coined the term ‘entrepreneur’ around
1800. According to Say, “the entrepreneur

parts — a critical first
step towards

T

he idea of interchangeable parts

transformed Whitney into an entrepreneur. Ideas are the most sig-

nificant, unique kind of economic good we
can produce. Ideas help generate eco-

er y is one example.
Here is another.

shifts economic resources out of an area of
lower and into an area of higher productivity and greater yield.”

tion
For want of a suitable word
the term ‘entrepreneur’ has
now been incorporated into the
English language. Society has
always had entrepreneurs and
the definition can indeed be expansive. Although entrepreneurs may be deeply involved in
their own unique business and industr y, they all possess some common characteristics such as :
n Willingness to take a decisive plunge
into a new venture.
n Sacrifice themselves and their families.
n Risk a more comfortable way of life.

mass production that

Iron oxide (ordinary rust) was

n Ruthless pursuit of their dreams.

Henry Ford later perfected.
The British gunsmiths during Whitney’s

used in the past only as pigments for cave
painting. Today, ideas have helped us use

n They all have guts, gumption and gusto
to face the world on their own terms.

time claimed it was impossible to make
equipment that was as precise as the gun

‘rust’ to store magnetic signals on audio
cassettes, video cassettes and computer

n Like the well-conditioned athlete, or the

from interchangeable parts. Much to the
astonishment and disbelief of the British

disk drives.
Another important element that cannot

hardened soldier, the entrepreneur is
prepared for a gruelling battle.

gunsmiths, it was possible to assemble a
gun in three and a half minutes. Inciden-

be overlooked is the joy of replication in
that an idea can be reused by everyone,

tally, during Whitney’s time, the British assumed ‘assembly’ referred to an entirely

provided it can be communicated. The chal-

Life and Soul of a
Capitalist Society
ntrepreneurs are the life and soul

different process. For the British gunsmith, the most important tool was the file

of a capitalist society. Successful entrepreneurship requires innovative

with which he spent hours to adjust the
shape of the parts that needed to be assem-

E

thinking and creative solutions. They are

bled.

Above illustration … clockwise :
1 — Li Ka-Shing, Cheung Kong
2 — George Stafford Parker, Parker Pens
3 — Edward Lowe, Kitty Litter®
4 — P. T. Barnum
5 — Anita Roddick, The Body Shop
6 — Andrew Carnegie
7 — Richard Branson, Virgin Airlines
8 — Henr y Ford, Ford Motor Cars
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lenge of the modern corporation will be to

standard of education. The elite manpower

necessary infrastructure and atmosphere

carefully replicate the processes that work
and constantly look out for better ones.

potentialities from these areas should not
be underestimated.

to turn the concept of national cleverness
to reality.

Meritocracy must be given more prominence in the selection process, be it for the

Concluding Remarks

Malaysian Scene —
What Needs to be Done

M

alaysia is rushing to modernise.
This is a large-scale educational

ow, let’s look at the Malaysian situ-

award of scholarships, places in universities, or even in the selection of ministers.

ation and examine whether the
prevailing environment is condu-

We need ministers capable of imaginative
thinking, strategic policy-making and

and training endeavour. Developing entrepreneurs in Malaysia is a complex

cive for creative thinking, and see what
needs to be done further to produce ideas,

tough negotiating capabilities. As Senior
Minister, Lee Kuan Yew of Singapore said

but achievable task.
Hitherto, Malaysia’s policies had gene-

not just physical goods, in order to make
us “incurable experimenters and problem-

at the Millennium Law Conference gala
dinner on 12 April 2000, “we’ve got to get

rally kindled entrepreneurship and played
a critical role in underpinning her eco-

solvers.”
Much of the contemporary debate about

good ministers — or you are going to get
bad governance, and, with that, everything

nomic growth miracle. However, Malaysia
must get rid of some of the remaining

developments in Malaysia turns on issues
such as the New Economic Policy, media

else disappears.” That would include the
inculcation of innovative thinking and en-

shackles standing in the way of total liberation of the entrepreneurial spirit to fa-

restrictions, or whether the bureaucracy
have helped or hur t the Malaysian

trepreneurial spirit.
The government should also invest in

cilitate the flowering of intellectual and
creative talents to the maximum. In a world

economy.
Irrespective of what some critics may

venture capital funds to attract high-technology, high-valued added business. The

dominated by keen competition and great
uncertainty, our captains of industry must

have to say, recent events have proven
Malaysia is a very entrepreneurial place.

prevailing culture of private venture capitalism leaves much to be desired.

be able to stand shoulder-to-shoulder with
the world’s best.

N

The economy is becoming healthier, small
business start-ups mushrooming, productivity growing and employment moving up.
The pro-business stance of the government
has created an atmosphere of enterprise
for all. The attractive tax incentives are
gradually attracting highly mobile, hightechnology businesses.
However, much more needs to be done
to stimulate innovation and achieve success. Innovations blossom where there are
no constraints or inhibitions. In an age of
the Internet-generated information explosion, people need a way to evaluate information and put it in perspective. People need
more facts. They need to
know the facts are accurate, and they need to
have some perspective
about what they mean and
where they are all going.
Along with the elimination of the culture of fear,

Kuala Lumpur the nucleus of Malaysia’s growth
○

“Malaysia must get rid of some of the
remaining shackles standing in the way of
total liberation of the entrepreneurial spirit
to facilitate the flowering of intellectual
and creative talents to the maximum.”

○

○

○

○

○

○

○

○

○

○

○

○

○

○

Note : Dr. V. Kanapathy is the
Vice-Chairman of the Board of
Advisors of Olympia College,
which is part of the Raffles Education Group. Dr. Kanapathy
has a Ph.D from the University
of London and is a fellow of
Harvard University. He was the
former Economic Adviser to

implementation of the above suggestion
could help create more ‘Rupert Murdochs’.

Government funding may also be necessary to boost entrepreneurial skills in

UMBC and one time Senior Economic
Adviser to the United Nations. He was a

With regard to education, Malaysia
should not only step up the standards of

primary and secondary schools. Children
must be taught to do everything with the

member of the Malaysian Government
Council of Economic Advisors and Chair-

educational establishments, which should
include the universities. The authorities

right attitude. Confidence, competitive
spirit and hard work must be carefully nur-

man of its Manufacturing Sub-committee.
He fostered the first Think-Tank of which

should also avoid creating ‘educational
apartheids’ within the system. Rural and

tured. Just saying Malaysia Boleh won’t do.
If Malaysia wants to be a Malaysia Boleh

YAB Dato Seri Dr. Mahathir Mohammad
was the Chairman then. Dr Kanapathy is

estate children should also be given a high

country, the Government should create the

currently a director of Uni-IT Park, Johor.
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F E AT U R E
D E B T M A N AG E M E N T

The dynamics of

DEBT
By J.E. Ruin

Debt management is a fascinating subject for all times, which
should concern commercial and non-commercial business that
transact in credit. J.E. Ruin explores the many facets of debt
management, ranging from unravelling the causes of poor
quality debts and factors exacerbating bad debts to identifying
them and exploring the various collection approaches.
The first of the two-part article appears in this issue, while the
second part will appear in the July 2000 issue.
Credit Breeds Debts

cial business that transact in credit breeds

ash is naturally the ideal medium
of exchange in any transaction,

C

debts and bad ones too. This would be
prevalent, even with systematic methods

but imagine foregone business opportunities and the loss of multiplier effects

employed in assessing credit risks or highhanded techniques in collecting bad debts.

on any nation’s economy if business is only
concluded in cash without taking advan-

But there is relief in the belief that if articulated recover y effor ts are carefully

tage of the convenience and benefits of
trading by credit.

planned, there are chances that perhaps,
to a degree, foregone bad debts could be

Any kind of commercial or non-commer-

recoverable. The Catch-22 situation is that
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“In businesses, high interest
rates and credit tightness
often leave both creditors
and debtors in difficult and
risky situations especially
when funds needed to
balance their cashflows are
hard to come by.”
the expenses incurred for the efforts in
such a recovery might far outweigh the
amounts eventually collected. Hence, bad
debts, in many cases, are deemed irrecoverable because of this ‘cost-benefit’ matrix.
Is there any practical approach to prevent, select and collect debts, especially
bad debts? Good debt management can
reduce bad debts written-off to strengthen
an entity’s internal cashflow. In businesses,

“People tend to view credit as a favour or facility bestowed on one party by another.
Granted that this facility is extended in good faith, any payment that is not forthcoming
as stipulated or agreed upon could compel a creditor to exercise his moral privilege to
pursue whatever course of action he considers necessary to get the payment.”

MANAGEMENT
high interest rates and credit tightness often leave both creditors and debtors in difficult and risky situations, especially when
funds needed to balance their cashflows
are hard to come by.
Prudent credit controls and sound corporate financial policies used by business
entities could create as well as preserve
healthy cashflow and liquidity. A sound
business fundamental principle to understand and adopt is that it is cheaper, more
effective and efficient for any entity to finance its operations using its own cashresources (an internal organic growth)
than to resort to ‘expensive’ or high-interest external financing. Hence, there is the
need to look at various options and efficient
ways of collecting debts.

Recover or Write-off?
mportant credit decisions may have to
be made during the ‘life’ of an account

I

or debt. Such decisions require careful
consideration. A decision to declare the outstanding balance of a debt as irrecoverable
is psychologically difficult and often always
the last option to make. This is not because
there are grounds for indecision but that
business entities show that natural reluctance to declare debts non-recoverable may

gard to his intention/ability to meet and

tively scanty data, compounded by per-

oblige his financial commitments. Bad
debts are an inevitable by-product of busi-

haps the demeanour of the applicant.

ness deals transacted in credit. There is
no party that can ignore or be complacent
towards bad debt recover y. Bad debt
losses, as a percentage to overall business
volumes and absolute ringgit values might
be comparatively small. However for most
entities, thousands of ringgit are involved
and that, collectively, causes millions annually. Business entities, mindful that bad
debts could be sustained, try hard always
to minimise such a catastrophe.

Causes of Poor Quality Debts
What causes bad debts?
Bad debts exist because :
i

small progressive amounts.

good to review one final time any particular
bad debt file to ascertain that every possible action has been taken.

Bad Debt Implication
debt labelled as ‘bad’ infers that a

A

debtor has fallen far short of what
has been expected of him with re-

the honouring of financial obligations,
thus impeding his genuine desire to own
up and be accountable for his borrowings.

7Cs of Credit

F

or creditors to possess better quality debts, it is wise to apply the
cardinal principles of lending or

credit-granting that is commonly known as
the 6Cs of credit or lending. I would like to
add one more ‘C’, hence my so-called ‘7Cs of
credit’. Applying these 7Cs would enable a
creditor or financier to evaluate the creditrating of a debtor/borrower, and hence reduce the risk of ending up as a bad debtor.
The 7Cs assess the debtors’ character (is
he a rouge or a gentleman of integrity), his
capacity (his legal status to enter contract,

ii

Debtors have absconded.

iii

Address of the debtor is unknown.

minor, bankrupt, wound-up, life position,
wealth or business) and his capability (abil-

Or, they could be due to other reasons

ity to repay his debts/obligations). What is

such as :
iv

Poor collection work.

v

Unknown or unforeseen circumstances that affected the style and
thus changed the fortune or the

lead people to defeat-admission. As debt is
very much one’s asset, letting go of it is not
any businessman’s generosity. Before deciding to forego further collection efforts, it is

Payment could be very slow and in

• Sickness or injury of a debtor, preventing

debtor’s capability to oblige his financial commitment.
Perhaps, the more common cause but seldom realised is that of :
vi

The 7C’s of Credit
1

CHARACTER

2

CAPACITY

3

CAPABILITY

4

CAPITAL

5

COLLATERAL

6

CONDITION

7

COLLECTIVITY

Faulty credit granting.

vii Poor credit evaluation by the creditors of their customers prior to
granting these customers the credit
facilities due to :
• Decision to allow credit based on rela-
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his capital (level of personal commitment

be some credit officers who do not pursue

ience of consumers, if there had been no

towards his business projects; how much
personal money/funds is he willing to put

or view debt recovery in this context. They
would unknowingly align themselves with

sales on credit or the use of credit cards is
restricted.

into his business operations or the downpayment for the goods/assets he intended

the debtor to evade payment, clinging to
the comfort that their company could af-

to acquire? Is there any collateral that he
can offer (as a last-defence or ‘weapon’ of

ford the ‘write-off’.
Then again, there would be other hidden

settlement and finality), his condition (the
business, type of industry or environment

aspects among credit officers who feel uneasy or reluctant to confront a debtor they

he thrives or operates in), and his collectivity
rating (how would he be rated as an overall

acknowledge as a member of their own race
or creed. Though such cases appear ex-

person or entity; and how far, or what percentage of the credits granted to him could

treme, it does exist. A business entity then
ought to overcome these various prejudices

be recovered/collected in a stress-test environment?).

of both the staff (especially the credit officers) and the debtors in order to reach the

“Asian societies, particularly those
in the so-called Pacific Rim, have become increasingly credit-oriented in
the last decade. Asian creditors are in
a better position to collect bad debts
than some countries.” H. Riley in Handling Bad Debts.
In some countries, for example, citizens
are not legally compelled to notify the relevant authorities when they change their

mutually-agreed ‘win-win’ finality.

addresses. It is therefore easier for a debtor
to abscond or change identities to avoid

good debt collection policy in any
corporation is often said to be the

A

Asian Credit/Debt Perspectives

being located.
In many countries, government authori-

sine quo non of a sound debt management. Unsound and untested collection

and the might of plastic-card
money (cashless society), al-

programmes could result in a business
entity not focusing its management exper-

most everyone uses some form of credit.
In modern Asian cities such as Singapore,

Debt-collection Policy
ith the cyberspace era of today

W

tise to the controls and payments by its
debtors. The vital role of a corporation’s

Hong Kong and Kuala Lumpur, credit card
institutions and large retail stores or hyper

credit and financial controller should be
recognised as a catalyst for an effective

markets have helped extend the widening
range of services and goods that would not

debt-collection strategy.
The absence of adequate credit staff su-

have been within the easy reach/conven-

pervision is often a big factor contributing
to bad debts. Is management aware of the
staff’s idiosyncrasies that might prevent
the staff from taking steps to an appropriate collection action-plan? If credit control
or supervision is lacking, hidden faults often go undetected and in turn lead to escalating bad-debt figures.

Bad Debts Inevitable?
eople tend to view credit as a favour
or facility bestowed on one party by

P

another. Granted that this facility
is extended in good faith, any payment that
is not forthcoming as stipulated or agreed
upon could compel a creditor to exercise
his moral privilege to pursue whatever
course of action he considers necessary to
get the payment. Provided of course that
the debtor has the capability to pay especially if he has been ‘mildly threatened’ psychologically and has been forewarned of
pending/further drastic action.
To a creditor, there is no other rationalised alternative other than to take the collection approach. In large entities, for example, the irony is that there would always
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ties in the Taxation or Registration Departments are not keen (because of Official Secret Acts, etc) to disclose data or information that could assist creditors. Such nondisclosure benefits taxpayers as well as
preserves the privacy of ordinary citizens.
At the same time, however, it also serves
to protect some of the worst kinds of debtors, especially those who gain access
through fraud and dubious schemes.

“The Malaysian banking and finance industry classifies all
loans (debts) that are six months or more in instalmentarrears into ‘non-performing assets’. Interests on these
loans must be suspended and not recognised as ‘income’.”

Need for Write-off
onceptually, the ideal situation is
to write off bad debts and leave

C

the remaining good quality loans/
credit and healthy accounts. These good or
normal debts (which are an entity’s asset)
are adjudged to be realisable in accordance
with the normal terms and conditions of the
credit. Accounts identified as bad debts are
often placed in a different ledger-classification. This segregation facilitates specialised
and intense debt-collection efforts that management should follow through.

“ ‘Money does not grow on
trees; you have got to beat
the bushes for it.’ If you
cannot beat the bushes,
then create your wealth (or
money) through borrowing
and getting credit facilities
for buying goods and
services you crave for.”

extent that some people experience the inability to control their own stressful lives.
This is evidenced by the increase in suicidal
rates and mental illness among teenagers
and young people, especially in developed
countries like Japan, Korea and closer to
home, Singapore. Then, there is the dreadful drug-problem among youths in regions
such as Europe and the Americas.

Materialism
People buy goods using bor rowed
money because it makes sense to enjoy

The overriding reason for bad debt writeoff is to assess the real or ‘true’ value of an

returns). Generally, these creditors, wherever possible, would opt to deal directly

now what one craves for, rather than to wait
until one has saved enough money before

entity’s assets (book debt). A thorough
evaluation of company ledgers or debtor

with their debtors, instead of resorting to
court action. If this method results in futi-

enjoying it. It is obvious these days that
every one fancies living a worldly lifestyle,

accounts is onerous but vital for corporate
and financial management. For a public-

lity, they may even decide that it is better
to abandon the collection of the debt; hence

with comfort zones and the conveniences,
thrills and pleasures of the world. Such

listed company, since the declared assetbacking of its issued shares are partly cal-

the mushrooming of bad debts in many organisation’s accounts.

convenience does not come free naturally,
but is facilitated by :

culated on the value of its book-debt, it is
prudent and required by the generally ac-

Bad-debt collection is always an unpleasant challenge for any one.

cepted accounting practices (GAAPs) that
identified bad debts be written off.
The Malaysian banking and finance industry classifies all loans (debts) that are

i

‘Take, use or fly now and pay later’
syndrome.

Factors Exacerbating
Bad Debts

ii

Availability of easy credit systems
like deferred payment schemes.

Increased Mobility

iii

Credit card transactions or the emer-

six months or more in instalment arrears
as ‘non-performing assets’. Interests on

Constant mobility could give rise to ‘ad-

these loans must be suspended and not recognised as ‘income’. Appropriate bad debt

dress unknown’ cases especially if debtors
do not notify their creditors of their new

provisions (either in full or net of the realisable value of the security pledged, if any)

place of abode. The wave of urbanisation,
especially in developing countries, facilitates

must be provided and shown in the bank’s
balance sheet accordingly. This interest-in-

the migration of people from rural to urban
areas. They seek employment in towns and

come suspension erodes the financial institution’s bottom-line.

cities. This employment-exodus increased
the level of geographical and social mobil-

Why Do Bad Debts Thrive?

ity.
In the past, individuals with families

gence of wealth in the plastic card.

o quote a cliché, “Money does not
grow on trees; you have got to beat

T

would be glad to remain in their local enclaves/villages or towns for many years,

the bushes for it.” If you cannot beat
the bushes, then create your wealth (or

happy to be engaged in the same occupation. These days they have much more op-

money) through borrowing and getting
credit facilities for buying goods and ser-

portunities and avenues to improve their living standards such as moving to new locali-

vices you crave for.
Even the courts and legal processes ap-

ties where better careers await. Of course,
not ever y debtor who has moved and

pear to make it simple for debtors by permitting debts to be paid in affordable in-

changed his address is an ‘absconder’.
Sometimes debtors fail to notify their credi-

stalment payments at the debtors’ convenience. Normally, if debtors have fallen on

tors due to an oversight. Whatever the cause
may be, a large proportion of bad debts fall

hard times, most creditors are usually and
reasonably approachable. Knowing the le-

into the ‘address unknown’ category.

iv

Cashless society.

As a result, there is greater probability
that one would live beyond his means
through the creation of credits and debts;
hence in the process create more bad
debts.
In earlier generations, people may have
been satisfied with less sophisticated lifestyles. The pursuit of materialism becomes
a motivating force that is transparent. For
instance, there is the desire for a family to
own more than one car (not because of a
status symbol perhaps, but more for the
family’s convenience and practical needs).
This convenience or practical need would
over-commit people to obtain more to satisfy a lifestyle they can ill-afford.
Competitive sources of credit these days
are abundant, and easily available financial
packages are plentiful. The paradox is such
that the competitive environment is often
a cause of very slow account settlements.

Nuptial and Family Schism
Stressful Modern Living

gal recovery process, they do not prefer
the litigative way (to say nothing of incur-

The pressures in coping with today’s rat-

ring huge legal expenses for perhaps no

race often overwhelm most people to the

Often, divorce proceedings uncover the
thorny issue of, ‘who is accountable for the
family’s debts?’ The parties (husband and
June 2000
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wife) would hotly contest this issue. Espe-

of people employed in non-professional

in the vulnerable sectors failed due to the

cially in developed countries like Europe
and the US, the rise in marriage failures

jobs appeared to have a greater proportion
of bad debts than those that are engaged

economic downturn, it was also not surprising that in most cases those companies

co-relates with the increase in the cases of
protracted debt-settlements.

in stable or reputable professions. In absolute ringgit value though, the average debt

were already experiencing (prior to the
melt-down) underlying weaknesses result-

is often much higher in the latter category.
This is obvious, given the fact that stable-

ing from uncertainties and risks such as a
lack of business managerial acumen, insuf-

income or professionally-engaged people
tend to have easier access to higher credit-

ficient working capital and fraud. When the
recession set in it became more difficult

quantum.

for such vulnerable companies to service
their loan/debts or receive fresh financing.

Fraud Intention and
Dishonesty
Other than the pursuit of material wealth
and possession, men’s strong urge for
luxury living and comfort zones often lead

Notorious Locality

As a result, they were candidates for winding-up.

to dishonest, deceitful and fraudulent ways.
For example, on occasions, departmen-

Past researches by demographic soci-

tal stores would have problems when account identification tokens or cards are

ologists showed that there is a greater percentage of defaulters in shanty or lower-

Unemployment

used by, say, fraudulent account-holders or
when cards/credit tokens are stolen or

rental localities than in suburban districtzones. The incidence of problem accounts

Among the non-business bankruptcies,
the principal cause is generally said to be

lost. The abuse is rather blatant and some
outlets, in trying to mitigate such fraud, do

is notable in the outer metropolitan suburbs or squatter areas where there are

due to unemployment. This is particularly
true, say, in Indonesia and Thailand in the

offer rewards to their employees for the
recovery of such tokens in unauthorised

temporar y or cheaper accommodation
such as flats, guesthouses and lodging

1997/98 recession where unemployment,
even among experienced workers and ter-

hands.
Despite sophisticated security features

residences. In some areas, it is even possible to name particular streets or lanes

tiary/college graduates, was a socio-political problem.

like personal identification numbers embedded in the tokens or cards, the

where residents have a greater proportion
of bad debts. But not one locality remains

fraudsters have their way (at times through
possible collaboration with internal staff).

the same throughout the passing of time.
After ten to twenty years, any district-zone

Some citizens, particularly among the

And there is no fool-proof system that can
be fully relied upon to prevent frauds. Al-

or area is apt to change almost completely
in character. There were situations where,

older generation, may have limited understanding of the business’s lingua franca in

though elaborate precautions might have
been instituted, history and past scams

over time, areas that were renowned for
being the haunt of defaulting-debtors

their country. Consequently, it would be
necessar y to exercise greater perseve-

have reminded us that anyone with some
ingenuity and time could triumph in beat-

transformed into a ‘credit-wor thiness
area’, and vice versa.

rance, especially in the collection of overdue accounts. If, say, a contact is made

Gullible Companies

from the business premise, the service or
assistance of a fellow employee who is fa-

The Asian recession during 1997/98 has
shown that no business is immune to the

miliar with the debtor’s particular language/dialect is useful.

ing or out-witting any devised system.

Debt Environment
test for gaining insight into the cur-

A

rent state of the economy or the
moral fabric of a population would

be to look at what makes up the debtors’
ledger of a large corporation. From this test
one can learn many things about individual
debtors, even if there might not be any personal data or record, as the manner in
which accounts are conducted provides an

Language Barrier/
Communal Parochialism

possibility of failure. There are major types

“The recent economic melt-down proved that companies
more susceptible to failures and bankruptcies were
property/real-estate development, subcontracting,
and even retailing; although these are by no means
the only areas where insolvency had occurred.”

insight into the personality of account-holders. Their payment pattern provides clues

of businesses that are vulnerable to reces-

as to whether or not they are methodical
in their private and business lives. This in-

sion and hence more prone to bankruptcy.
The Asian economic melt-down showed

Note : J.E. Ruin was a Fulbright Professional
Exchange scholar and has spent most of his

sight is also a guide to debtors’ integrity,
besides revealing their inability or ability

that companies more susceptible to failures
and bankruptcies were property/real-es-

25 years of working experience in accounting, internal auditing and banking. He is a

to make sporadic payments. Some bad debt
environments are :

tate development, subcontracting and even
retailing, although these were by no means

member of MIA and also a fellow member
of ACCA (UK), and has a MSc (Business

Shaky Occupations

the only areas where insolvency had occurred.

Administration) degree. Currently, J.E. Ruin
is the Chief Internal Auditor of an estab-

Statistics revealed that debtors made up
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While many of the defaulting companies
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F E AT U R E
E-COMMERCE

The sudden surge in the use of electronic commerce
has facilitated the communication and exchange of

even loopholes for tax evasion. Tax authorities
worldwide, therefore, will have to realise that tradi-

information at an unprecedented level. Although the
brisk development of e-commerce is more apparent

tional tax rules may have to be modified or adjusted
to take account of borderless commerce.

in developed countries, Malaysia is not far behind.
This paper examines how electronic commerce

Finally, a preliminary survey conducted by the
authors in the northern region of West Malaysia

would have an impact on the Malaysian income tax
system. Since e-commerce would be an important

shows that most consumers and retailers are aware
of the use of the Internet for the purposes of com-

‘trade route’ in this millennium, tax administrators
need to be concerned of the possible loss of revenue

merce. Nearly 60 per cent of the consumers, however, expressed their concern regarding Internet

due to competition among countries. Electronic
forms of money would provide opportunities and

security issues such as possible fraud, security
infraction, counterfeiting and privacy issues.

TAX CONSIDERATIONS
INVOLVING

Electro

By Dr. Jeyapalan Kasipillai
ASSOCIATE PROFESSOR, SCHOOL OF ACCOUNTANCY
UNIVERSITI UTARA MALAYSIA

Dr. Abdul Razak Saleh
ASSOCIATE PROFESSOR, SCHOOL OF INFORMATION TECHNOLOGY
UNIVERSITI UTARA MALAYSIA

The WTO further estimated that global
revenues from Internet commerce could

exciting scope for enterprises to enhance

be US$200 billion a year by the turn of the
century and grow briskly after that. By the

he sudden emergence of the
Internet1 has facilitated the com-

trade via e-commerce and for purchasing
agents to access goods and ser vices at

year 2005, one billion people are expected
to be on-line (NST, 1998).

munication and exchange of information at an unprecedented level. The

minimum cost all over the world. Managers and entrepreneurs, particularly in de-

In the UK, it is estimated that British
shoppers would have by the end of this

term Internet can be traced from the
phrase ‘Interconnected Networks’. This

veloped countries, are increasingly asked
about the legal and tax implications of e-

year spent about £500 million (RM3.2 billion) over the Internet. By the end of 2005,

term (Internet) is, therefore, meant to imply a web of different computer networks

commerce.
According to recent data released by the

this figure would have shot up to £22 billion (RM140.8 billion) (Chartered Secre-

that use fixed rules to send and receive information (McKeown and Watson, 1997).

World Trade Organisation (WTO), 51 percent of global trade was transacted through

tary, 1999). One significant impact of the
development of e-commerce is a shift in the

Electronic commerce (E-commerce), on
the contrary, is any transaction involving

facsimile and telephone while 17 per cent
was conducted through the Internet and

conventional manner businesses are conducted both in the domestic and interna-

the exchange of goods and services between two or more parties using techno-

the balance by other means. The WTO has
predicted Internet trade will further ex-

tional arena by a greater use of information technology. Examples of common

logical tools and techniques.
Of course, the use of the Internet as a

pand to 42 per cent by the year 2000, while
business communication through facsimile

forms of e-commerce include computer

new communication technology, renders

and telephone will contract to 32 per cent.

BACKGROUND

T
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1

The words ‘Internet trade’ and ‘electronic commerce’ are used inter-changeably.

nic Commerce
software companies selling software; mail
order companies and wholesalers; electronic research databases selling information to users; on-line sale of services such
as travel, legal, medical needs and Internet
casinos.
The Internet was originally perfected in
the mid-1960s by the US Defence Department for the main aim of linking several
radio and satellite networks. The satellite
network also connected together universities and high-technology defence entre-

“Electronic commerce, on
the contrary, is any
transaction involving the
exchange of goods and
services between two or
more parties using
technological tools and
techniques.”

This paper is organised as follows. After
providing a background to the emergence
of the Internet, Section 2 explains some of
the concepts and definitions used in this
paper. Section 3 examines the tax and legal issues relating to e-commerce. Some
recent developments in industrialised
countries such as Australia, the UK and the
US are covered in this section. Section 4
examines the current developments in Malaysia pertaining to e-commerce, growth of
the Multimedia Super Corridor and tax im-

preneurs. During the mid-1980s, the National Science Foundation constructed a

several commercial concerns to take over
the responsibility of running the Internet

plications on cyber income. The findings
of a survey carried out by the authors are

couple of supercomputer centres to assist
in the study of technological communica-

and the connecting network backbone.
Presently, various network backbones lo-

reported in Section 5. This survey sought
the level of understanding among firms

tions. The outcome of this intense research resulted in the development of a

cated in Asia-Pacific, Europe, the US and
elsewhere around the world are linked

and individuals regarding the practical side
of the use of e-commerce. The final sec-

network system which linked several regional networks in the US. By the mid-

together, constituting what we today refer to as the Inter net (Abraham and

tion provides some concluding remarks on
the potential development of e-commerce

1990s, the US Government encouraged

Doernberg, 1997).

in Malaysia.
June 2000
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CONCEPTS AND
DEFINITIONS

T

he Internet is a global information
system that is linked together using Internet protocol address. It is

a worldwide system between unrelated operators. The Internet can be regarded as
part of an Information Highway, which consists of thousands of interconnected logical networks linking millions of computers
around the world together through gateways connecting organisations in Asia,
Europe, the US and other countries. The
two main methods for transporting data
across a network are circuit and packet
switching. The circuit switching is commonly used to transmit voice while packet
switching is meant to transmit data. The
Internet is, in fact, a packet switching network. The Transmission Control Protocol/
Internet Protocol (TCP/IP) is responsible
for splitting a message from the sending
computer into packets, numbering and
transmitting the packets and subsequently
putting them together in the correct sequence at the receiving computer.
The process of determining the path a
message will take from the sending to the
receiving computer is referred to as ‘routing’. It is the responsibility of the IP part
of TCP/IP for ascertaining the best route
through the network. Messages, however,
can be sent from one computer to another
only when every server on the Internet is
uniquely addressable. The Internet Network Information Centre (InterNIC) manages the assignment of unique IP addresses so that TCP/IP networks in any
part of the world can communicate with
each other. An IP address is a unique 32bit number consisting of four groups of
decimal numbers in the range of 0 to 255.
For example, the IP address for Universiti
Utara Malaysia is 161.142.40.29.
A single impor tant application of the
Internet is the World Wide Web, often designated as WEB. The WEB is a navigational
device, which permits the user to browse
through and locate information that is presented in multimedia form available on
storage devices known as servers. These
servers are physically located within computers. The term used to describe electronic information moving about the WEB
is ‘bits’. The technology which permits data
to be transformed into bits is called
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“The Internet is a global information system that is linked
together using Internet protocol address. It is a worldwide
system between unrelated operators.”
digitisation. Digitisation of data is the
means of transforming information into a

that revenue authorities will have to tackle
new problems in assessing income arising

sequence of numbers. The transformed
data can be images, music, speech or writ-

from transactions in a borderless economy.
Several emerging economies would rather

ten words. After the information is transformed into bits, it is condensed into par-

wait and learn from new developments and
experiences from other advanced coun-

cels of data and transmitted at enormous
speed over telephone network lines to and

tries before taking any definite steps to tax
cyber income.

from computers and servers located all
over the world.

It was agreed at the conference of the
member countries of Organisation of Eco-

TAX AND LEGAL ISSUES

nomic Co-operation and Development
(OECD) that the taxation of goods and

T

ax authorities are expected to arm
themselves with this new-found in-

services in cyber space should be equal to
the taxation of similar physical transactions

formation technology and perhaps
allow them to exchange information with

(OECD, 1998). 27 of the 29 member OECD
countries use some form of Value Added

their clients (taxpayers) in a punctual manner. Client services too can be further im-

Tax (VAT) which averages about 30 per
cent of tax revenues in the OECD area.

proved through an advanced electronic
communication mechanism.

These countries are concerned that the

On the other hand, taxpayers too can
trade in a borderless world and discover
new opportunities to legitimately escape
the payment of tax. New issues would then
emerge. Are tax authorities prepared for a
tax-free environment and if so, to what extent? Current tax laws and regulations, prevailing all over the world, are definitely inadequate to cope with the rapidly evolving
manner in which businesses are carried
out, particularly via e-commerce.
Most countries have yet to enact new
legislations to tax transactions carried out
via e-commerce. It is generally perceived

“Current tax laws and
regulations, prevailing all
over the world, are
definitely inadequate to
cope with the rapidly
evolving manner in which
businesses are carried out,
particularly via
e-commerce.”

Internet provides opportunities to evade

to prove someone’s identity (Singleton,

of consumers via the Internet.

this tax. Vendors are able to avoid the VAT
if they do not have a physical presence in

1999). The UK Electronic Commerce Draft
Directive has identified five issues relating

The Clinton administration has urged
other countries to co-operate with the US

the country where they are selling their
goods and services. The problem that the

to the development of e-commerce. These
issues relate to :

to make the Internet a global free trade
zone. In 1997, the Internet Tax Freedom

tax authorities have with existing VAT or
sales tax systems is that it is almost impos-

n Commercial communications

Act (ITFA) was introduced in the US Congress. If passed into law, the ITFA could

sible to identify the venue of the (Internet)
seller.

n Establishment of information ser vice

exempt Internet–related businesses from
state and local taxation. The individual

Some of the tax and legal issues faced by
the developed countries such as Australia,

n Liability of intermediaries

the UK and th e US are examined below.

providers

n On-line finalisation of contracts
n Implementation
The first issue covers the meaning of

Australia
The government introduced the Electronic Transactions Bill 1999 as part of its
strategic framework for the development of
the information economy and in particular
the use in commerce of electronic communications in Australia. The revenue authorities plan to tax consumers, not businesses,
on the goods and ser vices sold on the
Internet. The tax would be automatically
deducted when consumers use their credit
cards, or new electronic smart cards, to order products from businesses operating
Internet web sites. Taxing the consumer
rather than the vendor seems the only solution to the problem in that it is almost impossible to identify the venue of the Internet
seller (Australian Accountant, 1998). The
technology of the Internet would be used
to collect more, not less tax than present
systems by using computer software set
with individual tax rates for goods and services bought on the Internet. When con-

‘commercial communication’ and makes it
subject to specific transparency require-

munications by electronic mail must be
easily identifiable. The second issue relates
to definition of the place of establishment
in line with the principles of the European
Union (EU) Treaty and the Court of Justice. A contract at a distance is recognised
as a service provided without the parties
being simultaneously present. The third
covers the liability of intermediaries. It has
been proposed to allow a mere conduit exemption for those who are simply intermediaries transmitting information provided
by third parties. The fourth area will require member states to amend national law
and to ascertain the moment of the conclusion of a contract. Finally, the fifth issue relates to the implementation and enforcement of a contract in an electronic environment.

In the UK, the Electronic Commerce Bill
was introduced in November 1998. Once
the bill is enacted, it will give digital signatures2 legal force and will create a voluntary licensing system for trusted third parties which offer signature and encr yption
ser vices. Digital signatures are forgery
resistant computer codes which are used

cerned that the federal government is limiting their ability to tax their residents.

CURRENT DEVELOPMENTS
IN MALAYSIA

A

lthough the development of ecommerce is particularly signifi-

cant in advanced countries such
as Australia, the UK and the US, Malaysia
is not far behind. There is a nationwide effort in Malaysia towards an electronic environment, with the government actively
involved in the business of e-commerce
within its own systems (Zurina, 1998).
Since e-commerce has created a
borderless business world, laws and regulations have to be adopted and be applicable in a world without boundaries. During
the Asia-Pacific Economic Corporation
(APEC) Business summit held on 12-18
November 1998 in Kuala Lumpur, the
Malaysian government announced that it
would award a certification authority license to a private company to provide a
digital certification system. Digital certifi-

United States
As in other developed countries, the US
government too has vigorously promoted
the use of e-commerce, but has urged
countries all over the world to adopt a cau-

United Kingdom

from Internet related commerce have obviously welcomed it, while others are con-

ments to enhance consumer confidence
trading. In this respect, commercial com-

sumers use their credit cards or smart cards
to pay for their purchases, the appropriate
tax will be deducted automatically and sent
to the appropriate tax authority.

states of the US have had varying reactions
to the Act. Those who are likely to benefit

tious and neutral tax policy towards trade
in cyberspace. It is estimated that Webbased shopping revenues have increased
from US$407.3 million in 1996 to US$1.1
billion in 1997 and will reach US$4.5 billion in the year 2000 (Maddox and
Blankenhorn, 1998). These figures indicate an increasing number of companies
have adopted e-commerce to sell their
products on-line, thereby reaching millions

cation ensures the security of transactions
over the Internet and identification of parties involved in the transactions. Furthermore, the development of e-commerce
would expand the markets for businesses,
as potential consumers around the globe
would be accessible through the Internet.
Competition would also be intensified, as
consumers would also have more choice,
as they would not have to restrict them2

A digital signature is an electronic signature that
can be used by a person to authenticate the identity of the sender of a message. It is created and
verified by means of cryptography, the branch of
applied mathematics that concerns itself with transforming messages into seemingly unintelligible
forms and back again.
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selves to local vendors. An essential ingre-

cluded from the scope of taxation. The ex-

come, it should be noted that income

dient to the growth of e-commerce is a computer network system that is capable of

ception to this rule is when a resident person carries on banking, insurance or air/

should have the characteristics of one or
more of the specific classes of income in

satisfying the requirements of entrepreneurs. Companies need to have an infor-

sea transport operations. In such cases, the
resident person carrying on such opera-

order for it to be considered under the
catch-all category and subjected to tax.

mation technology (IT) infrastructure system that is able to cope with the increas-

tions is assessable to tax on worldwide income even though the income is not re-

Exemptions

ing demands of e-commerce. Available data
indicate that Malaysian companies having

ceived in Malaysia.

Tax exemption is provided on a range of
income including salaries paid to royal

one to 499 employees contributed approximately 47 per cent of the personal compu-

Significance of
Residence Status

families, allowances to members of parliament, compensation for loss of employ-

ter market locally. In numbers, this accounted for about 200,000 units in 1997 and

The residence status of individuals is determined under Sec. 7 ITA. In general, resi-

ment due to ill-health and emoluments of
any member of the armed forces of a Com-

240,000 by the end of 1998.

dence is determined by the number of days
an individual is present

monwealth country.

The Basis of Malaysian
Taxation

in Malaysia, that is a
quantitative test. This

The imposition of income tax in Malaysia depends as much on the establishment

quantitative test determines whether an indi-

of sources and residence as on whether income has been derived, and if so, when and

vidual is :

by whom. From an income tax compliance
perspective, the question of who derives
the income can be ascertained by tracing
who owns the investment which generates
the income. However, in cases involving
transactions via e-commerce, ascertaining
who derives specific sales income will be
problematic if a history of transactions is
not kept. Furthermore, transactions may
be made off-shore, making it difficult to
enforce third-party information reporting.
The basis year for a year of assessment
is the calendar year immediately preceding that year of assessment. Consequently, a basis year is always the 12
months to 31 December. Nevertheless,
the Act recognises that business organisations may have accounting year-ends
which do not end on 31 December and
hence allows the accounting year to be the
basis period for income derived from a
business source. In contrast, the tax year
in Australia runs from 1 July to 30 June
whereas in the UK, the year of assessment

n exempted from remittances of income
from abroad; and
n entitled to personal
reliefs.
Individual residents
are granted personal
reliefs and exemptions,
including RM5,000 selfrelief (RM8,000 w.e.f.
Y/A 2000, current year
basis), RM3,000 wife relief (if wife is not assessed separately) and
child relief of RM800 for
each unmarried child
not exceeding 18 years
of age. A relief on the
employee provident
fund contribution and
life insurance premium
up to RM5,000 is also provided for an individual taxpayer.

begins on 6 April.

Classes of Income
Scope of Charge

Income is categorised into various

The basis of taxation is the derived scope
the income of an individual is only assessed
if it is derived in Malaysia or received in
Malaysia from abroad. However, only the
income of a non-resident that is accrued
in or derived from Malaysia is subject to
tax. Foreign income received in Malaysia
by resident companies is, however, ex-
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classes such as business, employment, interest, rent, discount, premium, pension,
annuities, royalties and other gains. The
classification, however, does not exhaust

Retirement gratuities are wholly exempt
if the retirement :
n is due to ill health; or
n takes place after the age of 55 or on reaching the compulsory age of retirement
from employment and in either case, the
employment must be for a period of at
least 10 years with the same employer.

all the possible sources of income since
there is a catch-all category (Sec. 4(f) ITA)

Certain interest and dividend incomes are
exempt from tax. Finally, employment in-

which includes all the incomes not elsewhere classified. In the case of other in-

come of a non-resident individual from the
exercise of employment in Malaysia for a

period, or periods, which do not exceed 60

the development of the latest information-

Legislative Support

days in a calendar year, is also exempt.

based industries and is an area developed
to encourage mutual enrichment of com-

The Malaysian government has legislated
the necessary laws to provide support to the

Transactions making use of unaccounted

panies using modern technologies in a
borderless world (MDC, 1997). The estab-

MSC. In this respect, several pieces of multispecific legislation have been passed in Par-

forms of electronic cash provide opportunities for income tax non-compliance. Lev-

lishment of the MSC4 will enable Malaysia to leapfrog into the Information Age.

liament and they include :

els of income tax compliance would depend
on the opportunity to evade and the likeli-

MSC-status companies incorporated in
Malaysia can be wholly-owned by both

hood of detecting taxpayers omitted income. Under Internet payment systems, the

local and foreign legal entities. As at midMay 2000, a total of 326 companies have

temptation to dishonesty becomes harder
to resist as there is little likelihood of the

received MSC-status, out of which 192
companies are 100 per cent owned by

taxpayer’s deceit being traced (Reed, 1996).

Malaysians.

Opportunities to Evade

n The Digital Signature Act 1997 which
governs electronic signatures.
n The Computer Crimes Act 1997 which
outlaws the fraudulent use of computers
and unauthorised access to and modification of the contents of computers.

The Malaysian Gov-

n The Electronic Government Act 1997
which regulates communication within

ernment has provided
several incentives to

the public sector. This Act also enhances
communication between the public and

encourage the growth
of multimedia compa-

private sectors.

nies (Kasipillai, 1998).
For instance, companies that are granted
MSC-status are eligible for a package of financial and non-financial incentives. Financial incentives include

n The Multimedia Convergence Act 1997
which streamlines communication, information and broadcasting services.
n The Telemedicine Act 1997 allows for the
promotion of medical services.
n The Intellectual Property Protection Act
1998 which protects copyright laws.

zero income tax for a
maximum period of

Although the above legislations were
prompted by the establishment of the

ten years or a 100 per
cent investment tax al-

MSC, it is of general application throughout Malaysia. Moreover, the Electronic

lowance on new investments made in

Government Act provides a mechanism for
business and the community to voluntar-

MSC
designated
zones. Non-financial

ily choose electronic communications
when dealing with government agencies.

incentives include unrestricted employ-

These legislations will facilitate the development of electronic commerce in Malay-

ment of foreign knowledge workers, free-

sia by removing a number of existing legal
obstacles to the use of electronic commu-

dom to source capital
globally and freedom

nications.

SURVEY QUESTIONNAIRE

of ownership.

A

n exploratory survey was carried

Multimedia Super Corridor
On 1 August 1996, Malaysia’s Prime
Minister, YAB Dato Seri Dr. Mahathir
Mohamad announced the creation of a

Research and Development
(R&D) Grants for Local
Enterprises
Under the Seventh Malaysian Plan, the

new urban zone designed specifically to
enhance and develop a world-class multi-

Malaysian Government allocated an initial
sum of RM200 million or 20 per cent of the

media industry and provide all necessar y
ser vices to that industr y. A new govern-

Plan’s R&D budget to the MDC (http://
www.mdc.com.my). This sum is to be dis-

ment entity, the Multimedia Development
Corporation (MDC) was set up to pro-

tributed as ‘seed capital’5 for small and
medium enterprises in the MSC that are

mote, implement, co-ordinate and manage
the Multimedia Super Corridor (MSC).3

at least 51 per cent Malaysian-owned. Companies have to apply with the MDC, if they

The MSC was introduced as a catalyst for

want to benefit from these R&D grants.

out by the authors (Kasipillai &
Razak, 1998) to seek an under-

standing of the practical side of the use of
e-commerce in Malaysia. The survey was
confined to the northern region of Penin-

3

Companies approved by the Multimedia Development Corporation (MDC) will be granted Multimedia Super Corridor (MSC) status.

4

The Multimedia Development Corporation envisions a 20-year time-frame for the full implementation and execution of the MSC.

5

‘Seed capital’ is funding for businesses which have
not commenced operation but have complete prototypes. These businesses are striving to acquire
their first share by penetrating into the market.
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sular Malaysia and covered three states,
namely, Penang, Kedah and Perlis. Since
two main groups of respondents were
identified, two sets of questionnaires were
designed. The first set of questionnaires
was sent to firms, while the second set of
questionnaires was sent to individuals. A
total of 240 questionnaires were sent to
randomly selected respondents. Approximately two-thirds of the respondents targeted were individuals while the remainder were firms. Both the questionnaires
contained two broad sections. The first
section gathered information about the
respondents’ background, while the second section sought information on the attitude and extent of use regar ding
Internet ser vices.

Survey Findings
The findings of the sur vey suggested

n 26 per cent of the firms do not have

that most consumers and retailers are
aware of the use of the Internet for pur-

trained personnel to manage Internet
transactions.

poses of commerce. However, only four
firms surveyed (eight per cent) marketed

n 17 per cent of respondents were not
aware of the existence of e-commerce.

their products using the Internet. Two of
these firms (four per cent) were from the
services sector, while the other two firms
were from the manufacturing sector. Except for one firm, all the other firms were
in operation between two to eight years. A
single firm was in operation for over 30
years, suggesting that new firms are more
prepared to use the Internet to market
their products compared to traditionally established firms.
The questionnaire also solicited information on the possible reasons for firms not
using the Internet to market their products. Some of the respondents provided
more than one reason for not using
Internet ser vices. Generally, the possible
reasons provided by the respondents could
be summarised into four groupings :

Furthermore, the survey conducted suggested that several firms are experimenting, but most still see the Internet as nothing more than a supplementary way to provide access through the corporate local
area network.
As for individual respondents, merely
15 per cent (12 respondents) experienced
using Internet ser vices. The overall findings of the sur vey indicated that the
Malaysian public find it insecure to finalise a deal, preferring face-to-face contact
between purchasers and vendors. Retailers worry about recovery of amounts due,
while consumers fear that they may not
receive the goods after having paid
through credit cards. Such apprehensions
may, however, change in the years ahead

n One-third (33 per cent) of the respond-

when Malaysians are exposed to a greater
use of electronic media. Although several

ents indicated that they did not set up
the network facilities to transact via e-

new legislations have been introduced
during the last two years primarily to pro-

commerce.

vide support to MSC, the deficiencies that
exist in the present legislations in both

n 24 per cent of the respondents who
were tied-up with ser vices such as legal, secretarial and accountancy work

protecting consumers and sellers is a
major drawback for the growth of e-com-

do not require Internet facilities. To reiterate the views of the respondents,

merce in Malaysia. Ever y effort should,
therefore, be made to overcome these

such ser vices do not entail the use of
the Internet.

deficiencies to foster greater development
in e-commerce.
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CONCLUDING REMARKS

T

he use of the Internet as an alternative way of transacting commer-

cial deals provides new opportunities for businesses to increase their trade
through e-commerce. Consumers too
would be able to access goods and services
at minimal cost worldwide.
Current tax laws and regulations, however, are not able to keep pace with the
sudden change in the manner businesses
are transacted via Internet. It would also
be extremely difficult for the revenue authorities, acting independently of each
other, to succeed in handling compliance
issues that arise from e-commerce. There
is a pressing need for tax authorities worldwide to collaborate in developing standards, exchanging data and developing a
uniform tax policy. One other issue is allocation of taxing rights on income arising
from e-commerce among the countries
concerned.
Tax administrators and policy-makers,
however, have now begun to review existing tax legislations to ascertain whether
they are able to cope with new approaches
to carry out businesses. Recent developments suggest some moves by governments to introduce new legislations to
smoothen the manner of trading on the
Internet.
For example, in the UK, the Electronic
Commerce Bill was introduced to formulate rules for commercial transactions via
cyber commerce. In Australia, the taxation

office has released a report on tax and the Internet.
This report is meant to guide the business community and taxpayers in trading on the Internet
while preserving the nations’ tax base (Australian
Accountant, 1997). The Malaysian government too
has legislated several multi-specific legislations to
provide support to the Multimedia Super Corridor.
More changes to tax law provisions are expected

"Where there's a will, there's a way ...
But where there's a will,
there's also an inheritance tax."
~ Author Unknown ~

to be introduced to cope with the anticipated
growth of e-commerce.
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F E AT U R E
ENVIRONMENT

THe GREEN
By Martin Bennett and Peter James
Management accounting for environmental improvement and business benefit.

A

recent CIMA study argued
that “the forward thinking

of environmental legislation — as when
concern about depletion of stratospheric

A third publication describes the results
of a research project on the current status

management accountant
should be taking active

ozone led to action to phase out CFCs in
the 1980s and other chemicals in the

of, and future trends in, environmental performance evaluation by business.4 One of

roles (in environmental
management) as he or she has key skills

1990s, thereby creating new markets for
alternatives.

its findings was that accounting data, such
as invoices for energy, materials, and wa-

to apply to the process.”1 One reason for
this is the growing evidence that a compa-

n Evidence that some manufacturing com-

ter purchases, can be an important resource for environmental management.

ny’s environmental performance can influence its business performance. Short-term
savings through, for example, waste minimisation and energy efficiency schemes
can be substantial, even in businesses
which perceive themselves as already lean
and well-managed. Even more significantly,
the need to ameliorate worsening environmental problems, such as global warming
which is almost certainly being created by

panies have ‘costs of inefficiency’, i.e. labour, materials, equipment, and other
expenses incurred in processing inputs,
which become waste rather than useful
output — equivalent to 5-10 per cent of
their turnover.

ness for environmental action will increase
rather than diminish. Some examples of

nesses better understand and manage
these issues. The first of these is a book

these pressures include :

which collects work by leading European
and North American experts in the field.2

n Large financial liabilities resulting from
civil and criminal actions related to accidents or long-term environmental effects
— Exxon’s final bill for fines, compensation and clean-up costs for the Exxon
Valdez oil spill in Alaska is not yet finalised but already stands at around US$10
billion.

Agency, as well as a summary of the World
Resources Institute’s “Green Ledgers”
project on environmental costs in the US
industries. The book also contains a
number of case studies of environmentrelated management accounting at Baxter,

costs resulting from pressure group
campaigns — Brent Spar being the best

management and management accounting.3 This involved a questionnaire survey

known example.

of 84 companies and detailed case studies
of 15 companies in Germany, Italy, the

June 2000

mental costs.
3 Introducing waste minimisation
schemes.
4 Understanding and managing life cycle
costs.
5 Measuring environmental performance.
6 Involving management accountants in
a strategic approach to environment-related management accounting and performance evaluation.
To a large extent, these can been seen
as specific applications of broader manage1

“Environmental Management : The Role of the
Management Accountant”, London, CIMA, 1997.

2

Bennett, M. and James, P. (eds) : “The Green Bottom-line : Current Practice and Future Trends in
Environmental Management Accounting”, Sheffield, Greenleaf, 1998.

3

Bartolomeo, M., Bennett, M. and James, P., “Ecomanagement Accounting : A Framework for Analysis and Action”, Cambridge, UK Centre for Environment and Economic Development, and Wolverhampton, University of Wolverhampton Business
School, Environmental Management Accounting
Group, 1998.

4

Bennett, M. and James, P., “Environment under the
Spotlight : Current Practice and Future Trends in
Environment — Related Performance Measurement in Business”, London, ACCA, 1998.

Ontario Hydro, Sulzer, Xerox and Zeneca.
A second report summarises the find-

n Damage to reputation and/or additional
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2 Understanding and managing environ-

This includes a number of studies sponsored by the US Environmental Protection

ings of a European Union-funded study on
the relationship between environmental

n ‘Sunsetting’ of products (and opportunities for ‘sunrise’ replacement) as a result

1 Integrating environment into capital expenditure decisions.

because investors and lenders demand
a higher risk premium.
Three new publications focus on how
management accounting can help busi-

ronmental taxes, such as UK’s landfill tax
and a possible ‘carbon’ tax on fossil fuels.

prioritise, where business and environmental benefits can be achieved :

n Increased costs of capital for companies
with poor environmental performances

emissions of carbon dioxide and other
gases, means that the pressures on busi-

n A growing number of energy and envi-

The publications and other research suggest that there are six main areas to

Netherlands and the UK.

BOTTOM-LINE
ment accounting innovations. Environmental costing, for example, can be seen as a
particular aspect of activity-based costing,
based on the argument that the environment is a significant, but often hidden cost
driver. Incorporating the environment into
capital expenditure also raises similar challenges to conventional practice, as do investments in ‘soft’ assets such as brands
and human resources, which also require
an assessment of long-term and often intangible costs and benefits.

INTEGRATING THE ENVIRONMENT INTO CAPITAL
EXPENDITURE DECISIONS

C

apital-expenditure decision processes can underestimate environment-related costs and benefits in

a number of ways :
n

Inventory of costs and benefits which are taken into
account — Failing to incorporate certain short to medium-term environmentrelated expenses or revenues into
cashflow projections.

n

Time-horizon — Ignoring, or excessively discounting, medium to longterm cashflows.

n

Risk — Underestimating the possibility of environmental opposition to projects
which could affect future cashflows.

n

Synergy — Failing to consider the relationships between one project and others : for example, where a capability
which has developed for one investment

“The need to ameliorate worsening environmental problems,

such as the use of water-based rather
than organic solvents creates an infra-

such as global warming which is almost certainly being

structure whose value will be increased
by increasingly stringent environmental

created by emissions of carbon dioxide and other gases,

legislation, and which can be used by subsequent investments at relatively low cost.

means that the pressures on business for environmental
action will increase rather than diminish.”

n

Strategic Direction — Adopting
technical approaches which may make
June 2000
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sense on a one-off basis but which can

n Identify opportunities for more substan-

then lock a company into a continuing
stream of investments whose environ-

tial short to medium-term initiatives
such as the collection of new types of

mental costs might increase greatly with
time. For example, a vehicle company

data or the establishment of waste minimisation schemes.

which makes a substantial investment in
a new plant to make internal combustion

n Establish dialogues between relevant
functions such as accounting and envi-

engines is less likely to be in a position
to consider alternative engine technolo-

ronmental management.
In practice, attention will be focused on

such as energy and water consumption,
and waste disposal.
n Inappropriate incentives — as when environmental or energy costs are not allocated to the relevant budgets.
A case from the European study illustrates the point. Xerox carried out a study
of the costs incurred across their logistics
chain, which was in part prompted by the

gies, and is also more committed to being a manufacturer of cars than, say, of

four main costing topics :

diversifying into becoming a provider of
transport services more broadly.

n ‘Hidden’ environmental costs which are
treated as overheads so that their visibil-

The first step in dealing with these issues is to have formal consideration of en-

ity to management is to some extent reduced.

vironmental issues in investment appraisal
processes, for example, by requiring a ‘sign

n The misallocation of environmental and/
or overhead costs which may be gener-

off’ by an environmental manager and/or
by considering a formal checklist. The

on a process basis across the logistics
chain as a whole, not only environmental

ated by only some of a business’s products or processes but then may be allo-

panel below provides some examples of
what could be covered in this process.

but also financial savings could be achieved
by replacing their previous disposable

cated more widely on a general apportionment basis.

packaging with specially designed returnable containers, or ‘totes’.

UNDERSTANDING AND
MANAGING ENVIRONMENTAL
COSTS

A

n Inappropriate cost formulas — for example, when standard costing models fail
to incorporate environment-related costs

pressure, which they were increasingly
receiving from customers and distributors
to reduce the volume of product packaging, which they eventually had to dispose
of at growing expense. They found that
when costs were identified and aggregated

5

Summarised by Ditz and Ranganathan in Bennett, M.
and James, P. (eds), “The Green Bottom-line : Current Practice and Future Trends in Environmental
Management Accounting”, Sheffield, Greenleaf, 1998.

lthough it is not possible to develop

a rigorous and universally agreed
definition of an ‘environmental

cost’, several companies that have reviewed their cost structure have found a
surprisingly large and increasing proportion which is driven by environmental factors to a significant extent. For example,
the World Resources Institute’s “Green
Ledgers” project conducted pilot studies
of six US industrial sites and found that,
by their definition, environmental costs
comprised almost 22 per cent of nonfeedstock operating costs at Amoco’s
Yorktown refinery and 19 per cent of the

A CHECKLIST FOR INVESTMENT APPRAISAL PROCESSES

• Calculate/consider the end-of-life costs of equipment.
• Check whether all current pollution control and environmental management costs have been included.

• Assess possible increases in the costs of pollution control, energy,
water and transport and the affects of these on the business case.

• Check whether the project involves the use of hazardous or controversial substances. What would be the effect of bans, more stringent
regulations and/or higher costs for such substances?

• Consider whether environmental groups or other external stakeholders
could have objections to the decisions and whether these might influence the cost, payback periods, etc.

manufacturing costs of a Du Pont agricultural pesticide.5

• Assess whether the investment will make use of existing pollution con-

Assessing the full extent of a company’s
environmental costs and understanding its

trol, takeback or other forms of environmental infrastructure and
whether the costs of these could increase in future.

behaviour is, therefore, important in order
to :

• Consider whether the investment could generate long-term liabilities

n Establish and communicate the extent
and relative importance of environmen-

• Ask if the investment is achieving a substantial improvement in envi-

tal costs and benefits.
n Identify opportunities for simple changes,
e.g. making better use of existing data
through new collection procedures,
and/or by its circulation to a wider variety of people.
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and, if so, whether these have been assessed fully.
ronmental performance compared to what it is replacing, or to some
other reference point (e.g. comparable investments by other organisations). If not, can this be achieved by revisions or alternative proposals?

• Consider whether the decisions will still be valid, and whether any
environment-related risks will be acceptable in a world where much
greater attention is paid to environmental issues.

INTRODUCING WASTEMINIMISATION SCHEMES

formation we needed, gathered it, and then

“The most obvious and

he most obvious and cost-effective

carried out a detailed analysis. It was initially problematic in terms of time and ef-

starting point for most companies
is to develop energy efficiency and/

fort but now it’s much easier as we’ve got
systems and a common format. My advice

or waste minimisation initiatives. There is
considerable literature on the benefits of

to others is to gather all the existing information there is and look at that, rather than

develop energy efficiency

these and how to introduce them. One of
the most impressive examples from the Eu-

to set up new systems at the start.”

and/or waste minimisation

T

for most companies is to

initiatives.”

UNDERSTANDING AND
MANAGING LIFE CYCLE
COSTS

ropean accounting study is that of Zeneca
Agrochemicals. An initial analysis of their
waste generation showed that one site, at
Huddersfield, was responsible for half of all

cost-effective starting point

I

n lay perceptions, most of a business’s

n Government and third party measures

environmental impacts are associated
with production, and it is this sector to

to influence raw material choices — e.g.
carbon taxes on fuels or the certification

data were collated, and calculations made
of the purchase costs of materials which

which most of the early legislation and
regulation was addressed. However, for

of sustainably produced timber, with consequent direct or indirect effects on the

were discarded in the process and the overall costs of disposing of wastes, with the

many products the greatest environmental impacts over their life cycle occur ei-

costs of inputs.

former turning out to be the major element.
The exercise revealed that Hudders-

ther upstream (e.g. mining of raw materials) or downstream from production (e.g.

field’s ‘costs of waste’ amounted to tens of
millions of pounds annually and that there

transport for distribution and aftersales
support, or energy to operate equipment).

was a potential to save several millions of
pounds per annum — much of which has

In the case of cars, for example, around 80
per cent of the total energy consumption

now been achieved. Much of the data
needed for the exercise was already in ex-

from their manufacture to their disposal is
accounted for by the fuel to drive them.

n ‘Producer responsibility’ — i.e. a specific
organisation (usually but not invariably

istence in process records and product
specifications. The main activity was there-

The attention of governments, environmental pressure groups and leading com-

a manufacturer) is legally responsible for
dealing with end-of-life issues. This is

fore to pull these together and to understand areas where action was likely to be

panies is therefore extending towards a
life-cycle approach to management. This

now being applied to areas such as packaging, cars, or electronic equipment, of-

fruitful — a process in which the expertise of works chemists and engineers was

seeks to understand and manage all the
stages of a product’s life from ‘cradle to

ten backed up by restrictions or levies
on specific disposal routes.

especially important. The overall conclusion of Zeneca Agrochemicals’ environ-

grave’ (analogous to a strategic management accounting analysis of costs and ben-

n Pressure group campaigns against cer-

mental manager, Peter Natkanski, is that :

efits across the whole value chain rather
than merely within the boundaries of the

the company’s waste costs, so this was then
examined in detail. Process and product

“ … there’s nothing spectacular about
what we’ve done. We just decided what in-

business itself). The results include :

n Requirements to provide information
and/or to meet specified targets for the
environmental performance of products
in use (e.g. fuel consumption or emissions
from cars) which can influence their design, production costs, and marketability.

tain forms of disposal — as with that
against the Brent Spar oil platform which
resulted in Shell abandoning the relatively low-cost option of dumping at sea.
n Extended liability for environmental
problems resulting from the use or disposal of products by customers.
The financial implications include :
n Need to identify, control and make provision for environmental life cycle costs
associated with current products or activities.
n Work with suppliers and customers to
identify opportunities to reduce environmental costs, e.g. by changing packaging to reduce customers’ disposal costs.
n Mechanisms to ensure that potential environmental costs and liabilities are considered and, wherever possible, avoided
in product development processes, e.g. by
June 2000
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making product disassembly easier so
that end-of-life recycling becomes more
cost-effective.
n Ensuring that possible environment-related changes in input prices are recognised and taken into account in product
decision-making.

“Accountants and the accounting profession have much to
contribute to … environmental performance measurement and
reporting activities … with regard to generation, collection and
analysis of resource and other dataÊ…Êverification of data
collection and analysis methods … reporting and

MEASURING ENVIRONMENTAL
PERFORMANCE

B

communication of quantitative data.”

usiness is under increasing pressure to measure all aspects of its
environmental performance. Exter-

nal pressures include :
n Mandatory disclosure of specified emissions in a number of countries, with some
also requiring the publication by companies
of an environmental performance report.
n Strong public pressure to do the same
even in countries with no statutor y requirements.
n Need to provide data to regulators, both

n Reporting and communication of quantitative data.

nificant environmental impacts (which
should already have been done by the en-

T

he three studies, with other research, suggest that few organisa-

tial short, medium, and long-term cost and
benefit implications of possible changes in :

tions have a full understanding of
the medium to long-term business impli-

n Government policies (e.g. on transport

for monitoring purposes and also to gain
approval for particular developments or
technologies.

others with the relevant information are
seldom brought together to consider it.

nal parties such as regulators.
Business drivers include :
n Need to demonstrate that environmental objectives and policies are being met.
n Need for information in order to set future objectives and make specific environmental decisions.
n Demands for more environmental data
from customers.
n Requirement for environmental data created by environmental management systems.
Accountants and the accounting profession have much to contribute to this and
to other environmental performance measurements and reporting activities. Specifically, their experience is, or could be, valuable with regard to :
n Generation, collection and analysis of resource and other data, much of which
will be held within accounting records
and systems.
n Verification of data collection and analy-
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vironmental management function).
For each, it should then analyse the poten-

or carbon dioxide emissions)
n Legislation and regulation (e.g. more extensive and severe carbon taxation)
n Supply conditions (e.g. fewer landfill sites,

This lack of a full understanding can mean
not only a failure to seize the opportunities

higher resource costs to reflect the environmental impacts of their production).

identified in the previous sections, but also
that retrograde steps can easily be taken.

n Market conditions (e.g. export restric-

This was the case in one company where a
business process re-engineering exercise
resulted in the condensing of a number of
separate general ledger codes for energy,
which reflected their various sources (electricity, gas, oil, etc.) into a single code.
This made it more difficult to not only
track energy consumption in detail, but also
generate data on carbon dioxide emissions
from fuel combustion, which will almost
certainly be needed for environmental management purposes in the future. This could
also become an important future cost driver
if a carbon or other energy tax were introduced which discriminated financially between different sources of energy.

tions, changing customer views).
n Social attitudes (e.g. increased public
unacceptability of certain processes or
substances).
n Competitor strategies (e.g. introducing
new, more environmentally benign,
products or processes).
Although in some cases this exercise
may reveal that environmental costs are
not a significant business issue (for those
companies), the increasing importance of
environment will mean that these are likely
to be in the minority.
For the growing majority, some immediate possible actions are to :

The starting point for a more strategic
approach is the creation of a ‘green ac-

n Develop a ‘high environmental pressure’
scenario to illustrate the risks that the com-

counting team’ to bring together key functions in order to analyse the strategic pic-

pany may be taking by ignoring or underestimating the cost and benefit implications.

ture and identify opportunities for practical initiatives. An initiative of this type

n Prepare a summary document for com-

proved extremely fruitful for the US telecommunications enterprise AT&T.
The starting point for any such team is

sis methods.

the environment has for the organisation.
It must first identify the organisation’s sig-

INVOLVING ACCOUNTANTS IN
A STRATEGIC APPROACH TO
ENVIRONMENT-RELATED
MANAGEMENT ACCOUNTING

cations of the environment largely because
accountants, environmental managers and

n Need to manage ef fectively environment-related business risks, both for internal reasons and also to satisfy exter-

to assess the degree of importance which

munication to senior managers, and use
this as a background document for capital investment and product development
decision processes.

The starting point for a more
strategic approach is the creation
of a “green accounting team” to
bring together key functions in
order to analyse the strategic
picture and identify opportunities for practical initiatives.

sources).

tal costs and benefits and to ensure that it

n Considering whether
data presentation could

has a ‘green bottom-line’. As Bill
Blackburn, Vice-President for environ-

be improved in order to
drive environmental improvement more effectively (e.g. by making
comparisons between
sites, offices etc. easier
in order to highlight
poor performance and
generate peer pressure
for action).
n Assessing the extent
to which data collection
and usage is being hampered by non-standardised definitions and/or
collection procedures. If
so, can this be remedied?
n Introducing an ex-

n Arrange a briefing on the findings.
n If one does not already exist, designate an
environmental ‘champion’ within the strategic planning or accounting function to

ance to allow internal auditors to understand and address key environmental
and energy issues.
n Assessing whether new data sources are
needed, e.g. by more sophisticated metering or modification of general ledger
codes to collect more or better data related to environmental costs and benefits
(e.g. different codes for different energy

one area of measurement that has strengthened our program by bringing together our
environmental and business professionals. It
enables these professionals to focus on common opportunities using a common language
— the language of business — money. It has
been the ultimate tool for integrating our environmental program into our business.”

the Business School of the University of
Wolverhampton. Peter James is visiting

sation.

searches for improvements.

n Developing checklists and other assist-

in helping with quality principles, has helped
bring our policy to life. Our balance sheet is

awareness, and/or to develop a methodology or to generate relevant information
for application elsewhere in the organi-

The next steps should include address-

mental management and other functions.

merely to impress visitors. We wanted a living animal. Goal-setting and measurement,

nancial management and leads the environmental management accounting group at

tify applying an internal tax to activities
such as waste disposal to motivate

lated business opportunities and to build
linkages between the accounting, environ-

cerned that it not be a ‘trophy policy’ — one
that hangs in the lobby like a moosehead

product, process, or site
as a means of building

involving environmental managers and
other experts at appropriate points.

nancial statement’ (see panel) in order to
heighten awareness of environment-re-

“When Baxter adopted its strong upgraded
environmental policy in 1990, we were con-

Martin Bennett is principal lecturer in fi-

n Considering whether possible future
cost increases or other factors would jus-

n Building a Baxter-style ‘environmental fi-

down this road, puts it :

perimental environmental costing exercise on a

ensure that environmental considerations
are fully considered, both directly and by

ing the six issues highlighted and discussed
above. Further initiatives could include :

ment, health and safety at Baxter, one of
the companies which has gone furthest

If these things are done then a company
will be much better positioned to understand its present and future environmen-

professor of environmental management at
the Universities of Bradford and Wolverhampton and a research associate of the
UK Centre for Environment and Economic
Development.
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Note : This article first appeared in Management Accounting (published by the
Chartered Institute of Management Accountants, UK) in November 1998. Reprinted with permission.

Baxter has developed an annual financial statement (generally referred to within Baxter as the ‘environmental balance sheet’) to itemise
and total environmental costs and savings. In 1996 this showed that its
environmental programmes almost broke even, even on a current-year
basis (US $23.4 million of benefits compared to US $27.6 million of
costs). If the cost avoidance realised in 1996 as a result of initiative
taken in previous years (US $51.2 million) is taken into account as well,
then its corporate environmental programmes appear to be an excellent investment. This is even more true at site level. Development of a
similar statement for its Castlebar, Ireland, site by the present authors
found that environmental-related activities generated total benefits of
over 1,000,000 Irish pounds during 1996 — almost five times as great as
the costs of 210,000 Irish pounds.
June 2000
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Developments in the

WORLD TRADE ORGANISATION
The issues highlighted in this article are of great importance to the nation. The article first appeared in the
Malaysian International Trade and Industry Report 1999 (under the heading “World Trade Organisation”). We
are grateful to the Ministry of International Trade and Industry for giving permission to reprint the article for
the benefit of our professional accountants.

OVERVIEW

T

hree major developments took place in 1999 with respect
to the World Trade Organisation (WTO). The first was
the protracted selection of the WTO’s second Director-

General. A compromised solution was agreed upon, with
Moore of New Zealand serving as Director-General for three years
beginning September 1999, to be followed by Dr. Supachai
Panitchpakdi of Thailand for three years thereafter. Malaysia’s
support, including as chair of the ASEAN Geneva Committee during the selection process, contributed to the success of Dr
Supachai’s candidacy.
The second event was the Third WTO Ministerial Conference
in Seattle, in the US from 30 November to 3 December 1999, which
failed to establish a future WTO work programme. It also did not
agree on a new round of multilateral trade negotiations, which
several countries wanted to launch.
Thirdly, 1999 marked the end of the transition periods granted
to developing countries to the WTO Customs Valuation Agreement, the Trade Related Intellectual Property Rights Agreement
(TRIPS) and the Trade Related Investment Measures Agreement
(TRIMS). The agreements provided a longer period for developing countries to fully comply with their provisions. As of 1 January 2000, developing countries, including Malaysia, have to fully
comply with these agreements.
Malaysia participated in the discussions held in the WTO. These
included the meetings of the General Council, the main body of
the WTO, and its subsidiary Councils and Committees. Malaysia
contributed towards achieving the outcome of major issues discussed, such as the selection of the Director-General and the deliberations pertaining to the implementation of the Uruguay Round
agreements and whether there should be a new round of multilateral trade negotiations.

Third Ministerial Conference

T

he Third WTO Ministerial Conference was convened to decide on :

The preparator y process for the Conference, which started in
October 1998 in Geneva, was side-tracked for six months by the
selection process of the WTO Director-General. Due to the tight
deadlines, there was insufficient time to examine and build consensus on the large number of proposals submitted by WTO members. As a result of insufficient preparation in Geneva, a large
number of unresolved issues were presented for ministerial decision at the Seattle Conference.

Implementation Issues

D

eveloping countries, including Malaysia, maintained that the

Conference should give priority to addressing problems faced
in implementing the various Uruguay Round agreements. In particular, they wanted a review of some of the provisions embodied
in agreements such as those related to agriculture, TRIPS, textiles, TRIMS, sanitary and phyto-sanitar y measures, technical
barriers to trade, anti-dumping and subsidies.
Specifically, it was proposed that the Conference provide the
mandate to further extend the transition period for the implementation of agreements on TRIPS, TRIMS and Customs Valuation.
Members also wanted clarification on certain provisions of the
agreements on anti-dumping and subsidies. Developing countries
requested concrete measures to operationalise the provisions on
special and differential treatment.
It was proposed that a mechanism be established in the WTO
to conduct a review of implementation problems so that the benefits of globalised trade could be more equitably shared by members.

New Round of Negotiations

S

everal countries wanted the Seattle Conference to launch a

new round of trade negotiations to commence in 2000 and to
be completed within three years. The areas proposed to be included in the negotiations were :
n Agriculture and services — provisions for further negotiations

n Implementation issues.
n Launching of a new round of multilateral trade negotiations.
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n New areas, namely, non-agricultural tariffs, investment rules,
competition policy, transparency in government procurement

offer to liberalise its markets gradually.

New Areas

and trade facilitation.
n Additional WTO rules on anti-dumping and TRIPS.
Malaysia reiterated that the priority of the WTO’s work programme should be based on the built-in agenda and that the
agenda of any new round of negotiations should be realistic and
manageable. Malaysia expressed reser vations on several new
areas proposed for negotiations in the new round.

Mandated Negotiations

Market Access for Non-Agricultural Products
As negotiations on agriculture covered market access issues, it
was also proposed that the new round should include negotiations on market access for non-agricultural products as well. Although there was broad support for negotiations in this area, the
scope and modalities for negotiations remained unresolved in
Seattle.

Investment

Agriculture
The Agreement on Agriculture provided for further negotiations to begin by 2000, with the objective of continuing the reform process to establish a fair and market-oriented agricultural
trading system.
The scope for the agricultural negotiations was to cover :

The European Commission (EC) and Japan were the main proponents for multilateral rules on investment as a subject for negotiations in the WTO. They claimed that the absence of minimum
common international rules committing domestic investment regimes to transparency, non-discrimination, a reasonable degree

n Agricultural export subsidies.

of stability and predictability, is an obstacle to further development of international investment flows. Existing bilateral invest-

n Domestic support.

ment treaties have created a patchwork of often inconsistent rules,
which could lead to uncertainty, discrimination and artificial com-

n Market access issues such as tariffs and tariff rate quotas.
n Rules and disciplines.

petition between countries. They also argued that comprehensive
multilateral rules on investment, which outlined appropriate levels of investment protection and liberalisation, could contribute
to economic development through an improved investment environment and enhanced transparency.
Malaysia and other developing countries maintained that it was
premature to consider negotiations of investment rules. This was
because the Working Group on Trade and Investment, which was
tasked by the Singapore Ministerial Conference to study this issue, had yet to complete its work.

Competition Policy

T

he main proponent for WTO negotiations on trade and competition policy was the EU and supported by Japan. The pro-

posal by the EU included :
n Identification of core principles and common rules relating to
the adoption of a competition law and its enforcement.

Services
Under the General Agreement on Trade in Ser vices
(GATS), further negotiations
are to commence in 2000 to
achieve higher levels of liberalisation. The negotiations will
cover all services sectors and

“Malaysia will participate in the
negotiations to ensure that its interests
are safeguarded. Negotiations will be
based on the principle of progressive
liberalisation. This means that Malaysia will
offer to liberalise its markets gradually.”

n Establishment of common
approaches to anti-competitive
practices.
Malaysia, together with
other developing and some
developed countries, maintained that this was a relatively new subject and a bet-

will build on existing commitments.
Malaysia will participate in the negotiations to ensure that its

ter understanding of the issues involved was necessar y. More discussions were needed

interests are safeguarded. Negotiations will be based on the principle of progressive liberalisation. This means that Malaysia will

before a decision could be taken to negotiate. The educative process in the WTO should be continued with further examination
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of issues relating to :

the relationship between trade and finance, trade and debt, trade

n Scope of competition policy.

and transfer of technology, trade and biotechnology, and trade
and labour.

n Treatment of socio-economic policies.

Malaysia, supported by many other developing countries, called
for a WTO study on the relationship between trade and finance.

n Relationship between trade and competition.
n Anti-competitive practices, e.g. anti-dumping.

Transparency in
Government Procurement

T

This study could ascertain the reforms necessary to safeguard
the multilateral trading system from external financial and monetary disruptions.

BREAKDOWN IN THE
SEATTLE TALKS

he proposal for an agreement on transparency in govern-

ment procurement was initiated by the US and supported
by EU, Japan and Singapore.
The proposed agreement entailed transparency in :
n Procurement methods.
n National legislation and procedures.
n Procurement opportunities, tendering and qualification procedures.
n Decisions on qualification and tender awards.

T

he Seattle Ministerial Conference ended inconclusively.
The attempt by several WTO members to launch a new
round failed due to the lack of support from the rest of

the members. Proposals by developing countries to resolve implementation issues were not given immediate attention.
Many developing countries wanted implementation issues to be
adequately addressed before being engaged in another round of
new negotiations.
Developed countries, notably the US, were reluctant to agree

Malaysia and other developing countries such as India, Paki-

on any immediate actions to deal with implementation problems.
Instead, they preferred that all issues raised be further studied

stan and Egypt were not in favour of commencing negotiations
on an agreement that would go beyond transparency. The pro-

under a proposed special review mechanism to be established
under the General Council.

posals by the US and the EU for an agreement on transparency
contained elements relating to market access and policy matters.

The proposed agenda for a new round was too broad and potentially divisive. Besides the mandated negotiations in agricul-

For Malaysia, government procurement is an important instrument to attain national socio-development objectives and the rights

ture and ser vices and the review of agreements, there were proposals for negotiations in contentious areas such as investment

of national governments in this area cannot be compromised.

rules and competition policy. These proposals were not acceptable to many developing countries, including Malaysia. Malaysia

Trade Facilitation
he proposal originating from the EU called for WTO rules

wanted a thorough examination and clear understanding of all
issues relating to investment rules and competition policy before

and disciplines on the procedure and formalities relating to
importation, exportation and transit of goods, with the objective

considering the need for multilateral agreements in these areas.
The US was reluctant to review the anti-dumping agreement,

of reducing administrative and procedural burdens on traders.
Malaysia supports discussion on trade facilitation measures that

an area of great importance to many developing countries. There
was also no conclusive agreement over an agricultural text, as

would promote trade by minimising administrative and procedural
constraints and expediting the release of goods through simplify-

there were wide differences in the positions of agriculture exporting countries and those not willing to undertake further lib-

ing cross-border requirements.

eralisation, notably the EU and Japan.

T

Review of Existing Rules

M

alaysia, together with other developing countries, as well

as Japan, Republic of Korea (ROK) and Hong Kong SAR,
China had proposed that existing rules on anti-dumping be further
clarified and strengthened to prevent the use of the Agreement on
Anti-dumping for trade protection. This was opposed by the US.
There were also proposals to review the provisions relating to
the Dispute Settlement Understanding to provide greater clarity
to the legal interpretations.

New Elements for the Work Programme

A

mong several areas suggested for the consideration of the
Seattle Ministerial Conference were electronic commerce,
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Many developing countries expressed discomfort over the lack

Arabia and Oman.

of transparency in the decision-making process in Seattle. While
there were attempts to include all members in the process by cre-

Trade Policy Reviews

ating Working Groups on issues under consideration, the recourse
to the Green Room (small group) process excluded many devel-

T

oping countries.
Developing countries, including Malaysia, opposed the US pro-

Philippines, Egypt, Bolivia, Kenya, Argentina and Tanzania.
Malaysia used the reviews to raise trade problems faced by

posal to establish a Working Group on Labour as part of the WTO
work programme. Developing countries showed no flexibility on

Malaysian exporters in those markets. With the US, Malaysia
raised the issue of labelling and rules of origin related to dyed and

this issue when it became clear that the intention behind the US
proposal was to use trade measures to enforce labour standards.

printed fabrics, the discriminatory nature of the Buy American
Act, which discourages US Companies from sourcing imports

The Singapore Ministerial Conference in 1996 had, in fact, agreed
that labour was under the competency of the International La-

from Malaysia, the US embargo on wild-harvested shrimps, the
extra-territorial application of the Helms-Burton Act and the Iran-

bour Organisation.
Notwithstanding the outcome of the Seattle Ministerial Confer-

Libya Sanctions Act.
The problem of grading faced by Malaysian pepper exporters,

ence :

the discriminatory certification imposed by certain City Councils
and the subsidy programmes for US agricultural exports were

n Mandated negotiations on agriculture and services will commence, as scheduled, in 2000.

rade policies of 11 WTO members were reviewed by the
WTO in 1999. These included those of the US, Thailand,

also highlighted.

n Deadlines for compliance with the Uruguay Round Agreements
will remain, unless extensions are requested before 31 December 1999.
n Working Groups on investment, competition and transparency
in government procurement will continue with the current work

Anti-Dumping and
Countervailing Measures

M

alaysia continued to face anti-dumping (AD) and
countervailing (CVD) actions in other countries. AD in-

programme.

vestigations initiated against Malaysian manufacturers in 1999 increased to seven from three in 1998. In addition, two new

The Conference also highlighted the need for a review of the

countervailing (CVD) measures were initiated. The European
Commission (EC) initiated AD action on colour picture tubes and

present decision-making process in the WTO.

DEVELOPMENTS IN THE
WORK PROGRAMME
Accession

T

a CVD measure on stainless steel fasteners. The EC also undertook both AD and CVD actions against Malaysia on polyethylene
terepthelate. The other AD actions against Malaysia were by the
Philippines on clear float glass and cold roll steel coils/sheets,
India on pure terephtelic acid, Australia on ordinar y portland cement, and the US on stainless steel pipes and fittings.

he WTO in 1999 established working parties to examine accession applications of Bosnia and Herzegovina, Bhutan and

In 1999, a final duty on stainless steel sink was imposed by South
Africa. In another AD action by South Africa, the investigation on

Lebanon. Estonia, Georgia and Jordan were accepted as members of the WTO. Malaysia participated in the Working Parties to

stainless steel bolts and nuts was terminated on the ground that
the volume of imports from Malaysia during the investigation

address trade barriers faced in these markets and seek better
market access for its products.

period was negligible.
Malaysia also undertook AD actions against other WTO mem-

In its bilateral negotiations with Jordan, Malaysia secured lower
tariffs on items of export interest including refined palm oil and

bers. AD duties, ranging from 5.1 percent to 19.1 percent, were

palm stearin (5 per cent), plywood (10 per cent), fibreboards (15
per cent), rubber gloves (20 per cent), consumer electronics products (ranging from 10 per cent to 35 per cent), cocoa powder and
chocolates (5 per cent), furniture (3 per cent), semiconductors
(nil duty) and plastic products (6.5 per cent).
Malaysia completed its technical bilateral negotiations with the
People’s Republic of China, which secured improved tariff reductions for a number of products of export interest to Malaysia.
These included palm stearin, plywood, integrated circuits, furniture and surgical gloves. In the case of palm oil, in addition to
lower tariffs, a higher import quota was also secured.
Bilateral negotiations were being undertaken with Russia, Saudi
June 2000
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imposed on imports of self-copy paper from Japan. Two new AD
actions were initiated on imports of uncoated woodfree printing
and writing paper (UWP) and plaster/gypsum boards from Thailand. The UWP case was terminated on 14 October 1999, while
investigations on the gypsum boards case are on-going.

Information Technology Agreement

M

alaysia implemented tariff cuts on 32 information technol-

ogy (IT) products in 1999, in accordance with its commitments in the Information Technology Agreement (ITA). The rates

The WTO is also examining the implications of electronic means
of deliver y of services on members’ existing commitments under
the GATS.
The need to ensure a secure and predictable environment for
electronic commerce, including the protection of copyright and
related rights, was also highlighted.
Developing countries wanted initiatives to enhance their participation in electronic commerce. These included technical assistance, provision of greater market access to technology and
development-related considerations.

of reduction ranged from 3.75 per cent to 21.5 per cent, for discs
for laser reading, magnetic tapes, loudspeakers, telephones, electric conductors and transmission apparatus.
Negotiations to broaden the product coverage under ITA2 remained inconclusive, as there was no consensus achieved on the
product coverage. The proposed product list accommodated the request mainly from
the developed countries. Malaysia had sought the inclusion
of several IT-related products,
namely, colour television sets,
digital versatile disc players,
video compact disc players,
cathode ray tubes, loudspeakers, microphones, digital television cameras, camcorders
and video cameras. Malaysia
would not be in a position to
join the ITA2, if these products
were not included. Discussions on reduction of non-tariff measures related to trade in
IT goods are ongoing.

Electronic Commerce

T

he continued examination of trade-related issues on global
economic commerce focused on the applicability of GATT

Trade In Services

T

he Council for Trade in Services endorsed the multilateral

disciplines on domestic regulation in the accountancy sector. The Working Party on Professional Services (WPPS) is continuing its work to develop general disciplines
for professional services, while retaining the
possibility to develop or revise sectoral disciplines, including those related to accountancy.
The disciplines developed by the WPPS
would be integrated into the GATS when the
next round of services negotiations is concluded.
The information exchange programme,
which was adopted by Ministers in Singapore
in 1996, is aimed at facilitating the access of
all members to information regarding laws,
regulations and administrative guidelines and
policies affecting trade in services. Such information would be useful to members during the next round of services negotiations.
The Council agreed to extend the deadline
for negotiations under Article X of the GATS
(Emergency Safeguard Measures) to 15 December 2000. Malaysia, together with the ASEAN members, are
finalising recommendations on the Emergency Safeguard Mechanism for consideration of the WTO.

and GATS rules to electronic commerce, implications for intellectual property protection and the development dimensions of
electronic commerce.
In respect of WTO rules, there were proposals that principles
in the GATT and GATS agreements such as most-favoured-nation and national treatment be applied to electronic commerce
transactions.
However, there was difficulty with the classification of electronic
transmissions. While the electronic delivery of services can be
considered under the category of services, the classification of
certain electronic transmissions, for example, digitised products,
is not definitive, whether they are goods or services. Classification is important, as it would determine which WTO rule should
apply. This will have implications on valuation and customs duties for goods and on market access commitments in services.
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“Malaysia, together with the ASEAN menbers, are
finalising recommendations on the Emergency
Safeguard Mechanism for consideration of the WTO.”
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The Council for Trade in Services endorsed
the multilateral disciplines on domestic
regulation in the accountancy sector. The
Working Party on Professional Services
(WPPS) is continuing its work to develop
general disciplines for professional
services, while retaining the possibility to
develop or revise sectoral disciplines,
including those related to accountancy.

out Designs of Integrated Circuits and Geographical Indications,
while amendments are being made to the Patent and Copyright
Acts. A new legislation on Plant Varieties will be drawn up.
The Council for TRIPS will review the TRIPS legislation of 27
members in 2000. Malaysia’s TRIPS legislation is expected to be
reviewed in 2001.
Malaysia notified the Council for TRIPS on its optical disc licensing legislation. The new legislation is aimed at licensing and
regulating manufacturers of optical discs, with a view towards
combating piracy and enhancing intellectual property rights protection. While Malaysia is doing its part to combat piracy, copyright holders must also bear the responsibility of discouraging
piracy by setting reasonable rates for their products or installing
tamper-proof devices.

The US – Import Prohibition on Certain
Shrimps and Shrimp Products

I

n the case taken by Malaysia, India, Pakistan and Thailand
against the US, which imposed an embargo on wild harvested

Trade-Related Investment Measures

T

he transition period under the TRIMS agreement for developing countries ended at the end of 1999. They are pres-

shrimps, the WTO Appellate Body had ruled that the measure
was inconsistent with the US obligations under the WTO.

ently required to remove all investment measures that are inconsistent with the agreement, unless an extension has been sought.

Despite the findings of the Panel and the Appellate Body, the
US has yet to lift the embargo and Malaysia’s exports of wild har-

Malaysia notified two measures to the WTO in 1996 :

vested shrimps remained adversely affected. The US continued
to have a different interpretation of the WTO Panel’s and Appellate Body’s decisions. To-date, the US has neither exercised good
faith nor demonstrated any genuine effort to lift the import prohibition. This has undermined the credibility of the multilateral trading system and raised a systemic issue, which has to be addressed
in the review of the WTO Dispute Settlement mechanism.
Malaysia will continue to use the WTO dispute settlement process to seek the implementation of the WTO’s ruling by the US.

n Local content requirement related to investment incentives.
n Local content policy on motor vehicles.
Malaysia has taken appropriate measures to comply with its
commitment to phase out the inconsistent measures by 2000.
From 1 January 2000, applications for investment incentives will
not be subject to the local content requirement. Malaysia submitted a request for a two-year extension of the local content policy
on motor vehicles, as provided for under Article 5.3 of the TRIMS
Agreement. Malaysia’s application for the extension of the transition period is premised on developmental consideration, which is
recognised by the WTO.

Customs Valuation

T

he Malaysian Customs Department would be adopting the
WTO Customs Valuation system, commencing in 2000, in

line with Malaysia’s WTO obligations.
The implementation of the Customs Agreement by all WTO
members would enhance predictability and transparency in the
administration of customs duties. This augurs well for the trading community in Malaysia, as a set of valuation principles common to all WTO members would be applied.

WORKING GROUPS
IMPLEMENTATION OF
OBLIGATIONS BY MALAYSIA

The Working Groups established by the first WTO Ministerial
Conference held in Singapore continued discussions during the
period under review.

Trade-Related Intellectual
Property Rights

M

alaysia is enacting several new acts and amending certain
provisions of existing laws on intellectual property to com-

ply with the TRIPS Agreement. The new legislations are the Lay-

Working Group on the Relationship
between Trade and Investment

T

he Working Group met twice in 1999. Discussions focused
on the implications of the relationship between trade and
June 2000
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investment for development and economic growth. The discussions noted the correlation between Foreign direct investment
and portfolio investment, as well as with the financial crisis. The
Working Group noted that an increase in FDI did not automatically lead to economic growth, and that there was a need to examine a wider range of factors impacting on the contribution of FDI
to economic growth.
On the issue of policy discretion of governments in investments,
developing countries highlighted that given the recent financial
crisis, government intervention was useful, especially for developing countries to pursue specific developmental objectives. In
this regard, the role of government is increasingly recognised as
not being incompatible with strategies taken to enhance international integration and adherence to a framework of international,
market-oriented rules.
The relationship of FDI to technology development of host

In the discussions on existing international instruments and
activities regarding trade and investment, the EU and Japan argued that the investment-relevant provisions contained in the
TRIMS, GATS and Subsidies Agreements were limited in scope
and lacked coherence. They advocated that future WTO rules on
investment should adopt the ‘positive list’ approach and incorporate the concept of a progressive development of GATT-based
rules.
On performance requirements, the debate focused on technology transfers and the experience of developing countries, as well
as factors influencing technology transfers.
Malaysia, along with other developing countries, stressed that
these divergent views illustrated the fact that members were not
ready yet to initiate negotiations on multilateral investment rules
in the WTO.

Working Group on
Trade and Competition Policy

economies was another prominent theme. Most developed countries stated that the positive effects of FDI through technology
and other know-how spill-overs depended upon the characteristics of the host market, including the existence of a competitive
environment and local technological capabilities. Developing countries stressed that where the desired effect did not automatically
occur, a range of policy measures by the host country could stimulate and secure such transfers and spill-overs.
On the economic relationship between trade and investment,
discussions centred on the issue of investment incentives. OECD
countries were against the granting of incentives and argued that
these reduced global welfare, distorted investment flows and related trade flows, as well as delayed the necessary structural reform. They argued that the best policy was to commit to longterm reform of the regulator y and economic environment. Developing countries, on the other hand, maintained that incentives
were an important tool to address distortions and were essential
for economic development.
Developed countries suggested that further work aimed at distinguishing the differences between various kinds of investment
incentives, their effects and possible disciplines that could apply
to specific kinds of investment incentives be carried out.
The developed countries suggested that the Working Group
explore the possibility of classifying incentives into allowable and
prohibited incentives. This was opposed by developing countries
on the grounds that it would create difficulties in regard to the
distinction already contained in the WTO Subsidies Agreement
between allowable and prohibited subsidies and that it was incompatible with the educative nature of the Working Group’s mandate.
On the relationship between investment and competition policy,
it was proposed that in order for trade and investment policies to
be mutually reinforcing, they should be reviewed in the light of
the concept under the competition policy of market contestability. Measures requiring attention from this perspective
were performance requirements, investment incentives, abuse of
anti-dumping rules and restrictive rules of origin.
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T

he Working Group met twice in l999. There was general

agreement in the Working Group on the relevance of fundamental WTO principles of national treatment, transparency and
most favoured-nation treatment to competition, vice-versa. Developing countries, however, advocated the need for the adoption
and adaptation of these principles to the particular needs of developing countries.
The general debate focused on promoting co-operation and communication among members, particularly on technical co-operation on a multilateral basis, as well as the advantages and limitations of competition authorities through bilateral co-operation.
Developing countries stressed that such agreements could be
abused by certain countries to obtain evidence and information
from foreign firms and governments, with a view to justify extraterritorial application of their own competition laws.
On co-operation on a multilateral level, developed countries argued that competition-related provisions of existing WTO Agreements were inadequate for addressing competition-related concerns. By bringing competition policy under the WTO rules, the
WTO dispute settlement procedures could be used as the mechanism, for addressing violations. Developing countries maintained
that the development of a multilateral agreement was premature,
as more than half of the WTO members had yet to adopt a competition law or establish a competition authority.
Other issues raised by members included the need for deeper
study on export cartels, extra territorial enforcement of competition laws and anti-dumping.

Working Group on Transparency in
Government Procurement

T

he Working Group which met twice in 1999 continued with

its work, based on the educative mode, to study the definition, scope and methods of procurement, with developed and developing countries offering divergent viewpoints. The definition
and coverage of government procurement remained unresolved.

ECONOMICS
WTO

On procurement methods, developing countries stressed that
there should not be constraints imposed with regard to the
choice of procurement methods used. They also regarded discussion on this aspect as a market access element, which went
beyond the Working Group’s mandate and was irrelevant to the
objective of establishing improved transparency in government
procurement.
Discussions on publication of information on national legislation and procedures focused on the scope and form of information that should be made available. Developed countries wanted
publication to cover all information related to government procurement, rather than confining the substance of the information
to national procurement practices and procedures. Developing
countries, including Malaysia, pointed out that such an endeavour went beyond the transparency aspect. It was also emphasised
that commitments on publication should not result in unnecessary and burdensome administrative costs.
The issue of excessive costs was reiterated by the developing
countries when discussing the issue of information on procurement opportunities, tendering and qualification procedures. Developing countries also stressed that procurement requirements
involving offsets are related to market access and should not therefore form part of the qualification criteria.
Developing countries also argued against the provision of domestic review procedures, as these were market access elements
rather than a transparency issue.
The proposed linkage of an agreement on transparency in government procurement to the WTO dispute settlement mechanism
remained contentious.

Working Group on Trade Facilitation

T

he mandate of this Working Group was to undertake exploratory and analytical work, drawing upon the work of other

relevant international organisations in the area of the simplification of trade procedures and to assess the scope for WTO rules in
this area.
Members have thus far adopted a work programme incorporat-

services under the GATS.
n Relationship between the WTO provisions and the trade measures contained in the multilateral environment agreements
(MEAs).
n Experience sharing and the ongoing analysis of benefits of trade
liberalisation in agriculture, energy, fisheries and forestry sectors, and the implications on environment.
n Trade-distorting effects of subsidies in the fishing industry and
the environment impact of over-fishing.
n Extension of observer status to UN Framework Convention on
Climate Change and the South Pacific Forum.
The debate on the relationship between the provisions in the
WTO agreements and the trade-related provisions in the multilateral environmental agreements remained inconclusive, as the
views of WTO members were markedly divergent.
The developed countries such as the EU, Norway, Canada and
Switzerland are seeking amendments to existing WTO provisions
or the inclusion of a coherence clause to accommodate trade provisions in the MEAs. Malaysia and other developing countries in
ASEAN, India, Venezuela, Egypt and Costa Rica maintained that
existing WTO rules already provided sufficient flexibility for environmental protection measures. It was also pointed out that a
pragmatic way to ensure that the WTO and the MEAs operate in
harmony was to have interchanges between WTO and environmental officials negotiating the agreements.
Malaysia, on behalf of ASEAN, also requested a factual paper
be prepared, spelling out the relationship between the Convention on Biodiversity (CBD) and the TRIPS Agreement. The concept of benefit sharing was inscribed in the CBD, but not in the
TRIPS Agreement. It was therefore important to consider the issue of communal and sovereign rights over traditional knowledge
and the resources associated with biodiversity.
The EC, Poland, Japan and Republic of Korea argued that a
balanced approach was necessary in the discussions on the environmental effects of trade liberalisation.

ing import and export procedures and requirements. These include customs and border crossings, physical movement of consignments, payments, insurance and other financial requirements
affecting cross-border movements, as well as electronic facilities
and their importance in facilitating international trade.
The developed countries have been advocating WTO rules in
the area of trade facilitation. Most developing countries were less
inclined and instead preferred the continuation of exploratory and
analytical work in this area. Malaysia stressed that technical assistance was crucial in this area.

Committee on Trade and Environment

T

he Committee on Trade and Environment met thrice in 1999.
Discussions focused on :

n EC proposal on classifying and scheduling of environmental

FUTURE WORK

S

ome developed countries such as the EU and Japan are
still keen to launch a new round of multilateral trade ne
gotiations. It was even suggested that another Ministe

rial Conference be convened in 2000 with the view to
launching such a round. In Malaysia’s view, it would not be prudent to launch such a round, especially when many issues remain
unresolved. The WTO is expected to undertake extensive consultations towards addressing these issues liberalisation in the
near term. These include reviewing the WTO decision-making
process, forging consensus-building, reviewing the existing WTO
agreements, initiation of negotiations on agriculture and services,
and addressing the implementation problems raised by the developing countries.
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of the Economies
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Robust and broad-based domestic economic expansion … 11.7% growth in
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n Upward trend in the amount of sales tax
collections.

in average price paid per transaction.
n Continued growth of consumer imports.

n Upward trend in sales of passenger cars.

Bank Negara Malaysia, in its Annual Report
1999, projected a 9.5 per cent rise in private

n Bottoming out of falling sales of residential properties, with clear sign of pick-up

consumption in 2000.

Private investment recover y has
been slow, given the outstanding problem of overhang of fixed capital assets.
n Private investment in the non-residential proper ty sector remains
weak, with excess office and retail
space in the market.
n Improvement in private investment

CHART 3a
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CHART 4
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Long-term Competitiveness
Malaysia’s ability to compete globally is
Although the economy is recovering, it is crucial that the Government and the private sector work more closely to strengthen

critically dependent on the productivity of its
workforce. This, in turn, depends on

the long-term competitiveness of the economy. Among the key
areas that need continuous improvement are :
n

knowledge-skills of its workforce, not just in

Channelling Resources Effectively

the private sector but also the public sector.

The misallocation of resources was one of the factors contributing to the business failures during the economic crisis in
1997-98. This implies that resources would need to be chan-

manpower, much more investment needs to be channelled into
the country’s educational sector, apart from attracting the best

nelled and employed more productively. For example, excess
liquidity in the system should be utilised efficiently for funding
productive investments such as resource-based industries with
high growth potential (e.g. wood-based, rubber-based and palmoil based industries).
Recently, the Chairman of the Corporate Debt Restructuring

n

brains from abroad. These are some of the key issues to be
dealt with in the country’s K-economy Master Plan.
n

Enhancing the Regulatory Framework
The globalisation process and technological advancement are

Committee Datuk C. Rajandram called for a well-developed insolvency system in order for a smooth reallocation of resources

bringing about rapid changes to the economic and financial landscape. However, these changes also present new risks that must

into productive uses for companies that cannot be returned to
profitability.

be properly managed. In this regard, the corporate governance
and supervisory framework of corporations and financial insti-

Enhancing Knowledge-skills

tutions should be periodically reviewed, so as to ensure a stable and sound business environment.

Malaysia’s ability to compete globally is critically dependent
on the productivity of its workforce. This, in turn, depends on
knowledge-skills of its workforce, not just in the private sector
but also the public sector. To ensure a constant supply of such
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In addition, there is a need to deal with the fears of investors
such as their perception that rules may change mid-stream.
Success at removing such fears will go a long way in building
greater investor confidence in the country.
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Euro’s Weakness

I

n early May 2000, the European single cur-

Labour mobility in Europe is lower, with less than

rency (euro) depreciated against the US

four per cent of job applicants in the European

dollar, sinking below 90 cents for the first

Union coming from another member state (17 per

time ever. Since the euro’s launch in Janu-

cent in the US).
Such factors have resulted in global investors to

ary 1999, the currency has fallen by more

favour the US rather Europe. The continued huge

than 20 per cent.
Some quarters argue that the demand for euros

capital flows which bought into the US financial

is likely to remain weak until the European busi-

assets help strengthened the US dollar. Last year,
net outflows of direct investment and portfolio capi-

ness climate improves. And the overtaxed and
overregulated European business landscape does not help.

tal amounting to six per cent of Europe’s GDP left Europe, mainly
for the US.

• Large Public Sector

Another setback for Europe is the widening interest rate differ-

Although government spending in Europe as a share of Gross

ential between Europe and the US. Eurozone interest rates are

Domestic Product (GDP) has fallen in the past five years, in real

around 2.5 percentage points below those in the US. The Federal

terms, however, it has been rising. In large eurozone countries

Reserve is on an interest rate tightening course, while the same
action cannot be said of its counterpart,

such as France and Germany, government spending has risen nearly 200 per
cent since 1970. And in the last 30 years,
government employment has increased
by 50 per cent across continental Europe.

• High Tax Burden
The overall tax burden on households and companies in Europe has not

“Some quarters argue that the
demand for euros is likely to
remain weak until the European
business climate improves. And
the overtaxed and overregulated
European business landscape
does not help.”

the European Central Bank due to the
low inflationary pressure.
A weak euro may help exporters to
maintain global market share, increase
inbound tourism revenue and support
slow growth economies. But for Europe to move faster, the structural
weaknesses as mentioned above would
need to be rectified.

changed, despite falling government spending
to GDP ratio and reduced direct tax rates. This
is due to increases in indirect taxes and social
security charges. Currently, it hovers around
50 per cent of GDP (40 per cent in the UK and
slightly above 35 per cent in the US).

• Slow to Embrace
E-commerce

The market perceives Europe to be rather
slow in cashing in on e-commerce. The US has
around 120 million people who have Internet
access, which is more than in all of Europe.

• Slow to Liberalise Labour
Markets

European governments are slow in liberalising their labour markets. Employer social security costs are much higher than in the US.
June 2000
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To Have

Creative

“The development of creative abilities in children
does not require expensive materials. In fact, the
simpler and less expensive the materials, the
better they are for the development of thinking,
creative and imaginative abilities.”

By Dr. Yew Kam Keong
believe in the inverse square law of

I

bringing up creative children. The
more money you spend on buying
expensive toys, the less creative your
children will be.

The logic is simple. Most expensive toys
are batter y-operated. The child turns on
the switch and the toy does the rest. There
is hardly any mental stimulation in such
toys.
In this article, I will share with you my
own experience, as well as from parents of
the National Association for Gifted Children.
Mental stimulation for children to nurture their creativity requires ver y little
money, but more time and effort investment from the parents. It is an investment
that provides returns that money cannot
buy. You will have more creative children,
better parent-child bonding and, best of all,
fun for the whole family.
Each child is different and possesses his
or her own individual temperament and
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everything a dark and drab grey when his

ing to reports, the late Princess Diana’s

“Mental stimulation for
children to nurture their
creativity requires very
little money, but more
time and effort investment from the parents.”

art teacher had given him the assignment
of painting a garden scene. The teacher

sons have more fun with empty boxes than
the toys in them. The only problem is that

had expected bright and beautiful colours
for the flowers and was therefore disap-

parents are worried that their friends and
relatives may have adverse comments on

pointed with the boy’s work. He promptly
reprimanded him for his inability to trans-

such practices. If they do, just tell them
about Princess Diana’s children!

late the garden scene into a colourful painting.

Origami or the art of paper folding is yet
another inexpensive activity that stimulates

The boy explained that the painting reflected what his garden looked like late in

the creativity of the children. A piece of
paper can be transformed into a swan, aero-

qualities. So read this with an open mind

the evening after sunset when everything
was drab and grey. Thus, from his percep-

plane, boat, dinosaur or butterfly. Folding
papers to create animals and other objects

tion, the boy was absolutely right. Moreover, doing things differently could be a

can stimulate the child’s imagination for
hours. Old magazines provide the best pa-

good indication of creativity.
There was another case when a mother

pers for origami, as they are generally very
colourful. Besides, you could also teach

forbade her young daughter from bringing

them the importance of recycling.
Basic wooden blocks and jigsaw puzzles

and use your own judgment as a parent to
decide whether or not they are relevant and
applicable to your child. Generally, these
methods are more useful to pre-school children.
Children love to explore colours, shapes

Children,

are another two effective ways to develop
a child’s creativity. Start with a set of a few
pieces at first. As the children improve on
their skills, add additional pieces or buy

Spend Less Money

and patterns. A good way to encourage
them would be to set aside a wall in the
house on which they can practise their artistic flair. It is not as outlandish as it
sounds.
If the wall is painted with gloss paint, it
will be easy to clean. You could provide
them with crayons, colour pencils or white
board markers, and you must clearly explain to them that this is the only wall,
which they can write and draw on.
Please do not to be critical of your child’s
efforts. Remember that the child’s perception of things is very different from yours.
A cat, for instance, may look like anything except a cat. Accept your child’s explanations for the drawing but you could,
of course, suggest ways to improve the
drawing, bearing in mind that you must be
encouraging and praise them when you do
this. A good way to do this is to show off
with pride the artwork to your visiting relatives and friends.
I recalled the case of a boy who painted

home any colour pencils or crayons from

sets with more pieces. It is even better if

her kindergarten class. One day, she accidentally discovered that the back of her

you could buy several different sets and
mix them together.

storeroom door was covered with her
daughter’s drawings. Only then did she

Although it is good to guide them, it
would not be wise to restrict them in the

realise that she had been ‘cruel’ to her
daughter by depriving her of her creative

way they manipulate the pieces, especially
if they ‘stray’ from the instructions. In the

enjoyment.
The development of creative abilities in

case of my own experience, my daughter
built condominiums, sports stadiums and

children does not require expensive materials. In fact, the simpler and less expen-

high-rise buildings even though the set was
designed for constructing simple single-

sive the materials, the better they are for
the development of thinking, creative and

storey houses only.
Construction sets are very effective in

imaginative abilities.
For example, children have much more

bringing out the creativity in children. At
the familiarisation stage, they could follow

fun playing with the packaging materials
of the toys rather than the toys themselves.

the standard designs provided by the supplier. Once the children know how to ma-

Cardboard boxes and polystyrene foams
provide endless fascination for the child.

nipulate the different pieces, it is best for
them to explore designs of their own. En-

Such items can become ships, robots,
spaceships, cars and practically anything

courage them to introduce other toy pieces
into their construction. Many parents are

that children can imagine.
Even princes and princesses prefer

tempted to exhibit their child’s ‘masterpieces’, which effectively denied them ac-

empty boxes than expensive toys. Accord-

cess to the construction sets. You could do
June 2000
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“Communicate with your children as
often as possible. Listen to their
fantasies and participate in them.”

it over a short period to help your child to
develop pride in his or her work. Ultimately, you should allow them to take them
apart and construct new designs.
Most parents have a fetish for tidiness
which, if carried out with over-zealousness
will discourage creativity in playing with
the toys. Do not be overly strict about perfect order for the children’s toys.
Children should be taught to put things
back at the right places, but this can be

that you pass by
such as the various
car
colours,
number plates,
trees, buildings,
Creative children at play…. building sandcastles on a stream
animals and people.
Make the trip in your car a new adventure
each time.
Meal times can be an educational experience too. Explain the use of the cutlery,

done as a form of game or challenge to the
child rather than imposing your will on the

the different types of crockery and the nutritional values of the food items. Play
games with them. You could cut vegetables

child. If this imposition is done often
enough, it will deter the child from play-

such as carrots into animal shapes. Show
your child how you chew your food and

ing with his or her toys or from reading
books. They may instead spend more time

encourage him or her to follow your example. Ask your children questions and

on television since there will be nothing to
pack up and put away.

encourage them to ask questions in return.
Attach name cards to items in your

My own daughter builds towers and condominiums with her books when I ask her

house. You will be surprised how fast your
children can learn this way. In my case, I

to pack them. She has fun and ultimately
the work gets done. Do allow your child to

hung a world map in my three-year old
daughter’s room and soon she was able to

do things his or her way at times.
If you drive around with your children in

identify many countries. Her favourite is
Australia, which she would proudly point

the car, it would be worthwhile to play nursery rhymes and other educational tapes in

out to me whenever she came across it in
books, magazines or signboards.

the car. Sing along with them while driving.
In this way, you are not only training your

The garden is a wonderful place for the
children to explore with their senses. Here

child, but also having a wonderful time yourself too, despite the traffic jams!

the child can see, feel, smell, hear and perhaps even sample the taste of nectar in

Play games in the car, identifying objects

flowers. The sound of birds, insects and
wind blowing past their faces completes

“Ideas are like wandering
sons. They show up when
you least expect them.”
~ Bern Williams ~

the sensory exploration. Flowers, in particular, hold unbounded fascination for
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children. Take your children to gardens
and public parks often.
A trip to the supermarket can be fun for
your children. Let them hold small items in

their hands. The array of colours and shapes
of the packages provide a dazzling visual
experience. Festive decorations will offer
even more visual stimulation for children.
The idea is to involve them in an endless
marvel of the wonderful world around them.
Finally, communicate with your children
as often as possible. Listen to their fantasies and participate in them. I personally
play a lot with my own children (I have four
of them) and I created bedtime stories for
them in which they are the heroes and
heroines. I purposely created impossible
situations and problems for them to solve.
Their imaginative solutions at times absolutely amazed me.
Remember, children are the most wonderful gifts to you. Love, joy of creativity
and fun of learning are in turn the best gifts
that you can give to your children.
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Note : Dr. Yew Kam Keong (YKK) is an
international speaker, trainer and consultant on creativity. He has conducted creativity workshops for multinational and local companies in Malaysia, Singapore,
Thailand and China. YKK is the only Asian
appointed by Lego as its panel of international creativity experts to spearhead its
global creativity movement, “The Next
Generation Forum”. He has authored a
book entitled, You’re Creative — Let Your
Creativity Bloom — www.mindbloom.com

F E AT U R E
INTERNET

Unleashing the Learning
Or, how to crush your opponent
B Y A LV I N U N G

T

he housewife from Nebraska
was starting to pull ahead. She
has been undefeated so far but
we were just 30 points behind.
Only 20 seconds left. So many

words, so little time ….
“Type faster, we’re catching up!” we
urged Sandra, 15, as she valiantly pecked
away at the keyboard using her three-finger technique. While my friend and I stood
behind her watching the computer monitor, all sorts of words — tin, nit, tinny, nitty
— flew by as she continued typing. We
shouted out more words : pint, lint, mint,
dint. Although all three of us were huddled
around a computer somewhere in the heart
of Seremban, a meteorite could have
crashed through our roof and we wouldn’t
have been aware of it.
With 12 seconds to spare, suddenly,
Osiris, a college student from India, bashed
out an unbelievably long word — “tittilate”
— worth 150 points. Devastating.
“Oh no! We’ve fallen into third place!
Faster, faster!” we yelled at panic-stricken
Sandra. But the clock had run down. The
Nebraskan housewife, had as usual come
in first while Osiris squeaked into second
position with just a slender 10-point lead
ahead of us. Crestfallen, we exited the
room to lick our wounds.
Five years ago, the above bizarre anecdote would have been inconceivable. But
thanks to the power of the Internet, two
adults and one teenager, Sandra, could now
gather around a five year old computer in
Seremban and indulge in a game of Word
Racer on Yahoo.com.
Word Racer is highly competitive, addictive and — believe it or not — educational.
This online game is similar to Boggle, in
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which you and your opponents try to form
as many words from a randomly-selected

always people playing 24 hours a day; while
Americans are going to bed, the Japanese

potpourri of letters placed on a grid. The
longer your words, the more points you

are logging on. Of course, if you find your
opponents are thrashing you, you can al-

score.
Word Racer is far more fun than Boggle

ways retreat to a room where the players
are less advanced.

though. First, because you’re playing on
the Internet, you get to play against house-

Word Racer is more than just fun,
though. It is also a stellar example of how

wives from Nebraska and students from
India. You’re up against a diverse bunch of

the confluence of technology, the Internet
and entertainment can transform learning

word freaks. It’s also much faster and convenient. All you have to do is type the

into a fun, unique and enriching activity.
Sandra doesn’t realise it, but as she plays

words, and the computer does the rest : it
checks your words against an online dic-

Word Racer (with two adults behind her
screaming out a jumble of words into both

tionary to see that they’re legitimate, then
it tabulates everyone’s scores at the end

her ears), she’s learning a whole range of
other skills. First, she’s absorbing a stun-

of the game and ranks all the players accordingly. Furthermore, you have an end-

ning array of new words. To win, she also
has to type fast. Since our devastating loss

less stream of opponents because there are

to Osiris, she has announced that she will

Power of the Internet :
from India into a pulpy mess
learn how to touch-type, a skill that most
teenagers and adults have

in a beneficial, fun and profitable way.
Now please excuse me as I log on to

yet to master. Most important of all, she is being ex-

Yahoo.com so I can hunt down Osiris and
pulverise him into one huge, messy pulp.

S

ome guidelines for your computersavvy children :

1

about the dark side of the
Internet, including pornog-

Tell your kids to use an alias or screen
name whenever they go online. Never tell

raphy, racism and misinformation. Nevertheless, when

strangers their real name if they’re chatting in public rooms. Don’t give out any full

used wisely, the Web is an
effective tool for enriching

names, addresses or phone numbers.

2

family activities — for all
ages.

Instruct them not to download attach-

A typical Akauntan
Nasional reader might be

ments from any unknown source. Not even
when the e-mails profess to care for you

more attuned to financial
web sites, business e-zines

immensely — which is exactly how the
“ILOVEYOU” virus propagated itself.

sports. But in the past two years, the online
offerings for education and good, clean
fun have increased exponentially.
Wordcentral.com, for example, which recently won a Webby Award, transforms the
stodgy process of learning words into a

Surf the web with your children. Help
them pick out kid-friendly Web sites.

6

Of course, there are certain justifiable concerns

and perhaps a range of sites
that offer news, politics and

just to spend too much time in front of a
computer.

5

posed to new modes of
learning and communication — something that she
wouldn’t get in school.

activities or cut back on physical exercise,

3
Use screening software to limit what
your children can do on the Net.

4
Ensure your child doesn’t quit school

Don’t place your computer in your child’s
bedroom where you can’t keep tab on
things. Monitoring is much easier in a
high-traffic area such as the living room.

H

ere is a typical middle-class parent’s
lament about the education system in

Malaysia : “Haiyah, our kids are always
being spoon-fed.”
Now here’s some help. Below are some
sites that can help cultivate habits for working independently, self-studying and a
thirst for knowledge that goes beyond
spoon-fed textbooks. Unfortunately, most
of these sites are US-based. Slews of
Malaysian education sites are coming up
but most of them are pretty mediocre and
capitalistic, so this list will have to do for
now.
Ajkids.com
—
This is the search

romp through a virtual two-storey house
where you bump into games, discussion

site for kids. You can
type in questions like

groups and competitions all revolving
around the love of words.

“Why is grass
green?” and this

In Malaysia and throughout the world,
children are growing up in an increasingly

search engine will
send them to the rel-

technological world, and they are expected
to be computer-savvy at an early age. More

evant sites.
Yahooligans.com

and more schools are recognising the
Internet as a valuable learning tool and bring-

— Another search
engine targeted at

ing it into the classroom. Hopefully, this series of short articles will provide a useful

kids in secondar y
school. All sites have

starting point for families to use the Internet
June 2000
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— may persuade even the most
technophobic parent to buy a computer
and hook up to the Internet. And those
who’re already connected to Maxisnet or
TMNet might forever not have to purchase
any new sets of reference books.
The easy-to-navigate website by the Chicago-based Britannica, in particular, blows
the mind away. Some top features of the
site :
n Contains the complete Encyclopaedia
Britannica — all 32 volumes online —
free.
n Provides links to 125,000 other ‘best
sites’.
n Contains selected articles from 90 leading magazines and books.
n Offers news, weather and sports.
been screened to ensure that content is kid-

steam engine was invented and marvelled

safe.
Eduplace.com — A place for adults and

at pictures of the Saturn V rocket streaking upward on its way to the moon.

children. Parents can get tips on how to
devise creative research projects for chil-

“In those days, the encyclopaedia set was
a ver y big investment,” said my father,

dren, while kids can muck around with the
educational games there.

pointing to the now-dusty and two-decadeold set of books.

Yucky.com — A really hip science site
that has much of its content targeted at

Back then, my father would have found
it unbelievable to discover that all that

your “Gross & Cool” body. It even gives
lessons on earwax and dandruff.

knowledge — and much more — is now
available free on the Net. Two big web sites

Homeworkcentral.com — This site compiles a wide range of study notes on all

come to mind: http://encarta.msn.com/
and http://www.britannica.com.

sorts of topics for primar y and secondary,
and even college students.

In fact, the availability of so much information — much of it perused and written

2 A search for “Kuala Lumpur” yielded

Coolmath.com — A gentle way to coax
your kid to love math. It contains links for

by experts in their areas of specialisation

various websites from travel to the

help with modern math, algebra, trigonometry, geometry and calculus.

W

aves of fond nostalgia and piquant
memories sweep over me the mo-

ment I return to my parent’s house in
Penang and step inside. There, placed
against the wall and next to the shoe-rack,
is a bookcase containing the 22-volume
“Grolier’s Book of Knowledge” encyclopaedia. They bought me those because the
Rolls Royce of all reference books, the Encyclopaedia Britannica, was far too expensive.
Day after day, I would gobble down the
facts. I memorised the 20 highest mountains in the world, read about the Ugandan economy, discovered how the first
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n bonus : there’s even an excellent dictionary available for use.
What makes this site particularly special
is the powerful, integrated search engine
that allows you to fly through four different databases — transporting you to places
that you might never have thought of.
Three sample searches :
1 A title search for “accountant” yielded
eight books and 16 web sites, nearly all
of them relevant to the practice of accountancy.

Petronas Twin Towers, and various articles on the economy, the aftermath of
the Asian economic crisis and politics

OLD GAME, NEW WARRIORS
rowing up in Sitiawan, Andy

sible for chess players all around the world

wanted to be a gladiator. His father taught him all the moves

to connect in real time, at all hours of the
day and night and on every day of the year.

and basic strategies, and soon Andy was
carrying out bloody warfare on the battle-

Experts estimate that as many as 100,000
people play chess online on any given day.

merous articles from various magazines, including inter views with the

field.
Unlike most typical seven-year-olds,

To get hooked up : Log on the Internet
from your PC. Locate a chess server. The

Prime Minister YAB Dato Seri Dr.
Mahathir Mohamad and the outlook

Andy did not see chess as a bunch of blackand-white plastic pieces. Instead, he saw

big two are Yahoo’s game zone — http://
games.yahoo.com or Microsoft’s — http://

for the MSC in Malaysia.

the chessboard as a medieval political
arena occupied by swashbucklers out to rip

zone.msn.com
It should take from several minutes up

out each other’s throats enroute to toppling
the king.

to a half-an-hour to download a Java applet.
Cross your fingers and hope Jaring doesn’t

Andy played against his older sister but
within several weeks, he was ruthlessly

disconnect you halfway. Then you’re off
and running.

mowing down her army of pawns, knights
and rooks. So he toted a chessboard to

Since I introduced Andy to chess on Yahoo a few weeks ago, he’s been involved

school and invited his friends to play. He
whacked them senseless. All challengers

in a battle of a different kind. He’s still
breezing past opponents his age. But he’s

were vanquished and soon, nobody wanted
to play the classroom prodigy. At the ten-

been having a far tougher time trying to
topple his older sister from the computer

der age of seven, Andy had become ‘The
Lonely Chess Warrior’.

workstation : Sandra’s doesn’t want to
budge because she’s maniacally typing

Sitiawan, a small working-class town not
far from Pangkor

away on Word Racer.

from The Economist and other academic quarterlies.
3 A search for “Multimedia Super
Corridor(MSC), Malaysia”, yielded nu-

In nearly all ways, the web version of
Britannica outshines the print version.
Plus, you don’t have to buy a huge bookshelf and pencil out huge amounts of living room space to put the reference books.
Wait. Don’t fret if you think your old sets
of reference books are now fit only for
mothballs. You can always use them as
bookmarks or to press flowers.

omputer technology is useful, fun and
can often be used as an educational

C

tool, but it is not the saviour of the world.
Here are some tips from a few well-wired
gurus who’ve spent hours interacting with
kids on the Internet :

1
E-mail and other cyber-communication
tools (IRC, ICQ and SMS) encourage
sloppy expression and arcane jargon. Kids
need to be exposed to good writing and
correct speech. Try explaining to them
that grammatically-correct e-mails are way
cooler than their buddies’ scuzzily-written
messages.

2
The Internet is a rich source of information — and misinformation. Cultivating the
art of discernment is a life-long pursuit.
Children need help in learning one of life’s
most difficult lessons : you can’t believe
everything you read.

3
Interactive devices are no substitute for
human contact. To develop proper language skills, children must talk to real people and listen to them. Just like you place
limits on television viewing, so must you
ration their surfing time.

G

Island, had no
chess clubs. Most
of the top chess
players all lived in
Penang and Kuala
Lumpur, and certainly, none of them
would have bothered about a smalltown boy who knew
more about the
Nimzo-Indian Defence than about
Ferrari’s.
Four years have
passed and now Andy is eleven. He has
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since adapted to a more typical small town
life : he bikes, climbs trees, plays pranks

Note : Alvin Ung holds a Masters degree
in Writing from The John Hopkins Univer-

on neighbourhood dogs, studies and hunts
for grasshoppers. Recently, he finished

sity. He also has a Bachelor’s degree in
English Literature from Middlebury Col-

reading all three of J.K. Rowlings’ Harry
Potter books. He stopped playing chess

lege, US. He has worked with several
magazines, including the Washington-

long ago.
“He was so talented. He could have gone

based Smithsonian and Baltimore. Currently he is the Malaysian Correspondent

really far if there were better chess players
to challenge him,” Andy’s mother told me.

of the Associated Press and the Editor of
Phases, a local youth magazine. He has also

Now there are. Over the past year, the
Internet has been bringing amateurs to-

conducted workshops on writing skills. He
is also the founder of an online young writ-

gether by the thousands — making it pos-

ers group called 'The FEW'.
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F E AT U R E
YB CHEW WAI KHOON

Helping Others
BY HAZEL ONG

G

oing to YB Chew Wai Khoon’s

tics. There’s pressure that comes with be-

residence wasn’t a problem

ing a politician. For example, during the

at all, thanks to Chew’s

general elections in November, I just slept

precision in giving direc-

for three to four hours,’’ he said.

tions. In a way, that’s one of the hallmarks

Chew said a politician’s role is to be the

of a professional accountant — meticulous.

people’s representative and it was his role

After the preliminaries, we chatted among

to impart the teaching that people should

other things about his three love’s — his

be good and have good values in life.
“It is my personal opinion that the edu-

wife, politics and, of course, accountancy

cational system in this country has some-

OF LOVE, ACCOUNTANCY
AND POLITICS

B

how not tackled enough on the issue of
values. You can see how people are fight-

efore he took the challenge of en-

ing for parking spaces here and that is just

tering politics, he went to London to

one of the many examples. We must learn

study for his accountancy degree. It was

to be more tolerant,’’ he explained.

while studying in London that he met his

What has been most rewarding in his

wife. Love blossomed and they were mar-

political career so far is seeing many peo-

ried in London before returning to Malay-

ple benefiting from the social activities

sia in 1978.

such as the Langkawi Project.

Chew enjoys helping people
be used for international and cargo traffic,
which will bring development and growth
here.”
“Ipoh City must grow. Other towns in the
outskirts will then replace Ipoh as the

He started working in an accounting firm

It warms his heart to see the project

peaceful place with moderate development,

and later in the commercial sector after his

fostering closer relationships between chil-

suitable for people who want a place to re-

graduation. It was in 1982 that he started

dren and parents from small villages, while

tire. Gopeng and Kampar are examples,’’

his own practice.

improving the educational quality of the

he envisioned.

About four years later, he answered his

poorer students from the rural areas.

Chew said the second Ipoh-Lumut highway project was also scheduled to start in

other calling — he joined the Malaysian Chi-

FROM ’OLD FOLKS HOME’
TO BUSTLING CITY

nese Association as a grassroot member.
This has its roots in wanting to help oth-

the middle of this year. He said the new
stretch begins where the North-South Ex-

help others are considered fortunate. For

I

a low yan yin (‘old folks home’), which is

He said construction is expected to start

me, I want to do my best to help people.”

a famous place for retirees, to a busy me-

next year for a RM60 million project to

tropolis.

build flyovers crossing a railway line and

ers. “ I believe that those who can afford to

“It started with my interest to help those

t is his vision to transform Ipoh City from

pressway ends at Simpang Pulai.

living in new villages like Kampung Paloh,

“Right now, property prices don’t go up.

two rivers, adding that to ease traffic jams,

Pasir Pinji and Kampung Simee, dealing

Many people are going to Kuala Lumpur

a three-storey interchange costing RM70

with the flash flood problems and other

and Johor. We have to think of keeping the

million will be built along Jalan Sultan

community issues.

people here and attracting those who left.”

Azlan Shah Selatan, Jalan Gopeng and
Jalan Kampar.

Then, I helped hawkers with their prob-

“They are saying that one of the factors

lems and even ended up being elected the

they stay away is because there are no good

Chew said he would also like to see Jalan

local hawker association chairman,’’ he rec-

industries here. We can’t have tall buildings

Laksamana be turned into a tang lung (lan-

ollected.

because of the airport, which the state gov-

tern) street every weekend.

His political career progressed and he
is now the Tebing Tinggi state assembly-

ernment has been trying to relocate.”

“We want to bring life back to the town

“The good news is that we are in the ne-

centre. Now the nights are very boring. By

gotiation stage to move the airport to Sri

having something modelled after Bintang

“You must have the interest to help peo-

Iskandar, another township away from the

Walk and Petaling Street, we will be able

ple, otherwise you won’t last long in poli-

city centre. Hopefully, the new airport will

to attract both the hawkers and customers

man for the second term.
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to the area.
“It is ‘Visit Perak Year’ this time round. I
believe things will change for the better with
our new Menteri Besar and mayor,’’ he said.

HIS ROOTS

B

esides his vision of turning Ipoh into

“… the educational system in this country has somehow
not tackled enough on the issue of values. You can see
how people are fighting for parking spaces here and that
is just one of the many examples. We must learn to be
more tolerant.”

a thriving city, Chew is also a man who

HIS LEGACY?

treasures his roots. In fact, he tried to trace

first time, I thought spending one night was

his family tree by visiting his ancestral vil-

enough to trace my family tree but I’ve

lage in Rae Ching last year.

learnt the hard way. I would need a few

H

more days the next time I try.

and 21. Two of them are following after his

What prompted him? Well, according to

is five children of course. He has two
boys and three girls aged between 12

him, although he is Chinese-educated, he still

“There are no proper roads or transpor-

had no idea where his ancestors came from

tation to take me to that place. I started

Indeed, if more accountants’ children

when looking at the map of China. Thus, be-

my 350 km journey in a bus from Nan

were to diligently pursue an accountancy

gan his long journey to the mainland.

Chang at 8 am, but I only arrived in my

qualification like Chew, then the projection

footsteps — studying accountancy.

“It is really difficult to trace your ances-

village about half past midnight,’’ he said.

of a 25,000-strong membership within the

tors, even with the help of a book on the

Chew said his spirit has not been bro-

next 10 years would stand a good chance

Chew clan which tells you which dynasty

ken and he shall return to China, hopefully

of being achieved (see Akauntan Nasional,

your ancestors come from. As it was my

this year and this time with his brother.

May 2000, p. 54).

It’s Dad’s Turn
By Hazel Ong*

N

My Daddy
Michael Ong Eng Hong

ow it is the fathers’ turn to be honoured in this issue, for
y mom is the talkative one, but my
their loving ways and kind deeds. How-ever, I discovdad is quiet. I guess opposites do
ered that there was somehow less material written for
attract and also when someone is
fathers as compared to mothers, while doing my research
talking all the time, I guess someone else
for this piece.
has to listen, right?
In fact, I noticed that on the Internet, Mother’s Day sites far outAs I only returned home to my parents
number sites on fathers, or that within a Father’s Day site,
when I was nine years
you will find many links to Mother’s Day sites instead.
old, my relationship
Anyway, here’s something to cheer the good ole’ fathers up.
with daddy, as I call
Some time ago, I was talking to a former colleague who works
him, was not so close.
in a local daily. She told me with such conviction that when
It didn’t help that he
she was a little girl, she thought her dad could do anything.
was on the quiet side.
I guess she’s one of those Daddy’s girls and she looked
But what touched
quite shocked when my colleague and I didn’t quite share
me about my dad is
her sentiments. But, I do acknowledge that all fathers mean
that he is the most pawell, although they tend to communicate less and are thus
tient person I know —
less expressive. Of course, there are exceptions.
ferrying family memBut despair not fathers, we know that you are special and
bers wherever we
therefore the next few pages are dedicated to make you feel Dad sporting the famous
wanted to go at what‘karipap’ hairstyle in his
good on the third Sunday of June. Enjoy your fatherhood!
ever time of day, in-

M

younger days
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L I G H T E R N OT E
F AT H E R ’ S D AY

cluding the wee
hours of the morning

Thane’s Dad

— a rare and endearing quality.

“My dad has been and always

He also believes in
my capabilities more

will be my best friend and the

than I do sometimes.
Unlike my mother

sunshine in my life. He takes

who looks at the dark
side of things, my dad

time to listen to my problems

is an optimist. So
when my mom

and pat my shoulder when I
My Dad (far left) doing his ‘thang’ with the guitar, with his
friends and my Uncle Peter (far right)

thought I would not
make it in the tough world of journalism,

have earned it. I live away from

sations with my dad the way I can with my

my dad and a day never goes by

dad said : “Go ahead, you can.” And I did.
When mommy disallowed me to drive in

mom, our communication with each other
has improved. When he picks up the phone

without me talking to him. To

Ipoh, my dad intervened. And, when my
brother decided to be a hip-hop recording

these days and mom is not available, I do
tell him things which I used to only tell my

me, my dad is the best among

artiste, daddy said : “Yes” when most fathers would have flipped or disowned their

mother.
I just want to say thanks daddy for be-

the best. I love you lots, pa.’’

sons for trying to be themselves or just different from the mainstream.

lieving in me. I love you.

Although I still can’t have long conver-

* Hazel Ong filed the Father’s Day’s story and some
articles under the Institute News column while she
was still with the Institute.

Thane Meyyappan
Membership-Development Executive

My Father, My Hero!
BY BARBARA ER

W

hat can you say about the man who gives you the
essence of life itself, and then spends the rest of
his life ensuring that you have all that he never

had growing up? What can you say about the man
who puts your needs before his needs, your wants before his
wants, your future before his present? What can you say about
the man who strives to do anything in the world for you, just to
see the smile on your face? What can you say about the man you
call ‘Father’, ‘Daddy’, or ‘Pops’?
My dad is what I would call a ‘self-taught’ designer and builder.
No formal qualification or training, yet his passion for building
homes has produced many a great designs for the timber homes
that he markets for his company. Dad picked up learning to use
the computer all by himself and the designing work that he does
was learnt through books and magazines. He is fiercely loyal to
his company — his passion and loyalty for his work, and always
giving his best even if it means him having to work late into the
night and the whole weekend too.
My dad has never deprived my brother or me of anything in
the world, even when he could ill-afford it. I remember how he
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put ever y penny of his
meagre salary into music
lessons for me, so that I
would have something to
fall back on if I never made it in the ‘academic’ field. I remember
how he stayed up night after night thinking of how to finance my
going to England for a year, just because this spoilt-brat of a daughter wanted to go!
My dad is 52 years old this year and I hope in three years’ time

when he is due for retirement, he will no longer have to worry about

given me. Without you, I wouldn’t be the person I am today.

his two kids not being able to stand on their own two feet financially.
I hope that I would be able to give him his retirement dream of sit-

Happy Father’s Day from your
little baboon-head!

ting at the stock market with my mom and having enough money to
dabble as they wish on KLSE.
My father and I shared a close bond
when I was young. But somehow that
bond thinned somewhat in the years
of my growing up and in the process
of my becoming my own person. I
guess, it’s true what they say about
fathers always imagining their daughters to be still in pig-tails (though I
never had any!) and always being five
years old, sitting on their laps and running to them every time something
bad happened.
But he always was my ‘big guy’ and
he always will be. I know someday I
will find another man who will become the centre of my life, but dad
— rest assured that this person, whoever he is, will have to fight really
hard for that space because with you
as a benchmark — he will have a long
way to go in proving himself worthy!
Daddy, I want to thank you for

My Father
When I was …
Four years old
Five years old

:
:

My daddy can do anything.
My daddy knows a whole lot.

Six years old
Eight years old

:
:

My dad is smarter than your dad.
My dad doesn’t know exactly everything.

Ten years old

:

In the olden days, when my dad grew up, things were sure
different.

Twelve years old

:

Oh, well, naturally, Dad doesn’t know anything about that.
He is too old to remember his childhood.

Fourteen years old
Twenty-one years old

:
:

Don’t pay any attention to my dad. He is so old-fashioned.
He’s hopelessly out of date.

Twenty-five years old

:

Dad knows about it, but then he should, because he has
been around so long.

Thirty years old

:

Maybe we should ask Dad what he thinks. After all, he’s
had a lot of experience.

Thirty-five years old
Forty years old

:
:

I’m not doing a single thing until I talk to Dad.
I wonder how Dad would have handled it. He was so wise.

Fifty years old

:

I’d give anything if Dad were here now so I could talk this
over with him. Too bad I didn’t appreciate how smart he
was. I could have learned a lot from him.

ever ything that you have done and

Looking Back
Back
By Wong Seng Chong
As I turn fifty-five, I pause and look back. Of all the episodes I
have experienced, none are more dramatic than those which took
place during the period 1968 to 1993. They portray dramatic
situations. The characters are real. The scenes are true. The
decisions have had lasting consequences.

T

he year 1968 marked a turning
point in my life. After finishing

opinions notoriously differ and where personal judgment is at a premium. After

Form 6 in St. Michaels, Ipoh, and
with a loan of RM500, I enrolled into the

much consideration and deliberation, I reluctantly left the University of Malaya and

University of Malaya, hoping to secure a
scholarship once I was there. But things

joined the Inland Revenue Department
(IRD, now known as the Inland Revenue

did not turn out the way I planned. The loan
of RM500 diminished rapidly like ripples

Board or IRB). It was a plunge into unknown waters, as I did not have the slight-

on a pond.
The decision confronting me arose in the

est idea what IRB was then.
One thing I was clear about — a faint heart

field of economic management, where

never won a fair lady. It’s up to me and this

reminds me of a poem by James J. Metcalfe :

I get discouraged now and then,
When there are clouds of grey,
Until I think about the things,
That happened yesterday.
I do not mean the day before,
Or those of months ago,
But all the yesterdays in which
I had the chance to grow.
I think of opportunities
That I allowed to die,
And those I took advantage of
Before they passed me by.
And I remember that the past
Presented quite a plight,
But somehow I endured it and
The future seemed all right.
And I remind myself that I
Am capable and free,
And my success and happiness
Are really up to me.
June 2000
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I come from a family of barbers and not

plicated that it could

surprisingly my father trained me to be a
barber too. But I disliked it. And there

not be treated in
Malaysia or Singa-

came a time in my life when patching was
no longer sensible and replacement must

pore. We decided to
send her to the Mel-

be considered.
Once I was in the IRD, the fields of taxa-

bourne Royal Children’s Hospital

tion and law were open to me, like lilies in
a spring garden. This marked the dawn of

where she underwent a five and a half

a new era.
The IRB is, perhaps, the only Government

hour open-heart surger y and stayed

department that is examination-orientated. I
had to pass the then Standard 1 Malay Ex-

there for seven
weeks.

amination, followed by a Preliminary Course
in Taxation and Accounts, an Intermediate

The open-hear t
surger y has the

Course and an Advanced Course on the same
subject matter. Each course lasted for one

semblance of a
cloud — solid looking and clear-cut when

Danger invites rescue. The cry of dis-

and a half years, except the Advanced Course
in Taxation and Accounts which lasted for

viewed from afar, but less so when one gets
near it. Although she was much better af-

tress is the summons to relief. All these
remain but a myth.

two years. They laid the foundation for me
as a tax consultant in years to come and for

ter the surgery, she still remained as thin
as ever, with lots of medication to take.

From among the loss of loved ones, and
a shattered rice bowl, I must gather the

that I am most grateful.
Being deprived of a tertiary education

Then, on 7 January 1987, amidst heavy
rain in the morning, Sian Ling succumbed

will, courage and hope to rebuild and
carr y on. For the time being though,

but with a drive to succeed in life, I realised I had to do something. I therefore

to heart failure and left us for a better place
free from all suf ferings. So for us, the

shock, bewilderment and helplessness
reign.

enrolled myself as a student of The Chartered Association of Certified Accountants,

search was fruitless and the goal as elusive as the end of the rainbow. Our actions

The next year 1988 I took up self-study
again. This time it was a law course with

UK, a prestigious professional accounting
body. For the next five years, while serv-

can be likened to the faintly flapping wings
of a dying butterfly.

the University of London as an external
student. This was in line with my life-long

ing in the IRD, I sat for my CACA examinations and graduated as a professional

I erected a tombstone for Sian Ling on
which I wrote :

ambition to wear an academic gown, complete with a mor tarboard. Five years

accountant through self-study.
During my studies, I realised that simply missing the mark does not make you a
failure. It only means that your plan did not
work out as you had anticipated. So even if
you should lose everything you own, you
still retain the capacity to bounce back and
try once again — to strive, to persevere,
and not to yield.
The year 1985 saw the birth of my third
child, Sian Ling. She was born with a congenital heart disease in the form of Persistent Truncus Arteriosus — absence of
the right pulmonary arter y, coupled with
a big hole in the heart.
As parents, we gave her what she de-

December 1986 … at the Royal Children’s Hospital, Melbourne, Australia. Sian Ling recovering — third week after
surgery

She shall not grow old,
As we are left to grow.
Age shall not weary Sian,
Nor the years condemned.
At the going down of the sun,
And in the morning,
We shall remember Sian.
And in my diary, I wrote :
Memories are treasures,
None can steal.
Our loss is a heartache,
None can heal.
A long sigh,
A silent tear,

later, I attended the University of London’s Convocation, in London itself, as a
law graduate with an honours degree.
During the convocation, I wept and trembled, and not being able longer to contain, I broke out with a cr y to my wife “
We have made it!”
I have now walked down memory lane
since I left Sam Tet 35 years ago. Perhaps
it can be summarised as follows :

I shall be telling this with pride,
After leaving Ipoh Sam Tet School,
Two roads diverge in a wood, and

For the one we love,
So very dear …

I took the one less travelled by,

General Hospital, Kuantan General Hospital, my home and office, practically drain-

The roadside flowers,
Too wet for the bee,

There I found,

ing out all my energy and resources.
In a countr y where the predominant

Expend their bloom in vain,
Come over the hills

need is for survival, love is a luxury. Towards November 1986, Sian Ling’s condi-

and far with me,
And I lost (sadly) my love

Wong Seng Chong is MIA’s East Coast

tions turned worse. The case was so com-

in the rain.

Branch Chairman.

served — quality of life. She fell sick ver y
often. I had to run between Kuala Lumpur
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And that has made all the difference,

The land of milk and honey,
In the world of Accountancy.
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INSTITUTE NEWS
MIA’S MEMORANDUM TO MITI

Digest of MIA’s Memorandum
to M I T I
The Institute has called for more efforts to develop key
economic sectors and enhance international
competitiveness, in light of the external pressures of
globalisation, liberalisation of the economy and rapid
Internet development.

I

n its Memorandum to the Ministry
of International Trade and Industry
(MITI) at its Dialogue 2000 Session
held on 20 April, the Institute cau-

tioned that Malaysia needs to brace
for such pressures and fine-tune its national
economic strategies to surmount the tough
challenges ahead. The Institute was represented by MIA President, YBhg Dato Syed
Amin Aljeffri, and Economics Committee
Chairman, YBhg Dato’ Dr. Vincent Lowe.
On the issue of enhancing international
competitiveness, the Institute proposed
that the Second Industrial Master Plan be
“periodically reviewed for economic relevance and dynamism in the 21st Century.”
In addition, research institutions, the private sector and the Government should
come up with a road map to lead the country towards world-class marketing, technology, human resources development, international industrial standard, productivity, and an e-commerce environment.
The Institute also said that Malaysia’s
Central Bank and professional bodies
could help promote trade. The Central
Bank working with their Asean counterparts could organise joint seminars and
workshops on trade financing for exporters and importers from the region. Similarly, professional bodies within the Asean
region could help trade associations exploit
market opportunities abroad.
The Institute also proposed the development of a long-term strategic plan for in-
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ternational trade. The plan would guide exporters and importers, so as to further
improve their planning and marketing activities abroad. The core elements of the
plan could cover areas such as branding,
strategic alliance, target export markets,
new industries to be developed (especially
small and medium-sized ones), human resource development in electronic transactions, finance, and research and development (R&D).
“Expor ters should be constantly reminded not to rely mainly on a weak ringgit
to help them in the longer term. They
should compete based more on non-price
criteria such as product quality, innovation
and variety, delivery of service and aftersales service,” MIA said in reference to
export competitiveness.
In order to enhance the quality of the
labour force and technological innovation
capability, the Institute said that the Government should consider providing attractive incentives to organisations which fully
sponsor and then employ undergraduates
who are enrolled in technical, science and
engineering disciplines. It also called for
greater attention and funds to be devoted
to R&D activities. The Government should
consider providing incentives to companies, so as to encourage them to undertake
R&D activities. “The Government should
encourage behaviour that engenders discovery,” the Institute stressed.
MIA’s Memorandum also highlighted

the importance of developing world-class
entrepreneurs in Malaysia to enhance the
nation’s competitive edge. This could be
achieved by way of encouraging and rewarding the entrepreneurial spirit among
Malaysians. In doing so, there is a need to
create and nurture a conducive environment, and provide attractive incentives accordingly.
With regard to the accountancy profession, MIA is encouraging accountants to
be more actively involved in the country’s
national development plans by way of providing inputs such as financial planning and
project planning. “Accountants, with their
wealth of knowledge and expertise, can
also play a pivotal role in promoting investor confidence, nation-building, as well as
charting the direction of our economy,” the
Institute noted.
At the Dialogue, YBhg Dato’ Seri Rafidah
Aziz concurred with MIA’s view, encouraging the Institute as a partner in nationbuilding to, for example, disseminate positive economic and trade news, and promote
investor confidence at the various international functions and via its website.
Another key point raised in the Memorandum is the domestic ser vices sector,
which it reckons is still not well-developed nor capable of competing with the
giant foreign providers of ser vices. To
deal with this shor tcoming, MIA proposed several measures to develop the
sector, namely :
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i

Build up the Indigenous
Accounting Firms

The accounting profession needs en-

domestic services sector.
iv

couragement in forming strategic alliances
or group practice, which will open a window of opportunity for the local groupings
to penetrate markets abroad.
ii

Out-source Activities to
Domestic Professional
Services Sector

The Government should encourage
firms and agencies to out-source their activities (such as accounting, design, engineering, transportation and computer programming) to the domestic professional
services sector.
iii

clusters of services companies not only to
save on foreign exchange outflow, but also

Establish Funds for Small
and Medium-Scale
Enterprises (SMEs)

vi

The Government should establish funds
(similar to those funds set up for SMEs in
the manufacturing sector) solely to develop
the domestic services sector.
v

Beef up the Services Sector

The foreign services providers are envisaged to make further inroads into our
economy in the future. All the more so we
would need to adequately prepare our
services sector for increasing competition
on the local turf such as what has been happening in the banking and insurance indus-

Establish a Specialised Body
to Promote Services Sector

tries. “We cannot afford to postpone any
longer plans to beef up our services sec-

The Government should establish a spe-

tor,” the Institute stressed.
Meanwhile, the Government should en-

cialised body with a mandate to promote
and co-ordinate the development of the

to generate foreign exchange revenue for
the country.

courage the development of world-class

Encourage Services
Companies to Tap
Opportunities Abroad

The Institute also urged the Government
to actively encourage our export-oriented
services companies to adequately prepare the
launching pad for a take-off into the international arena. Fiscal incentives could be considered for such companies venturing abroad.
The importance of building a critical mass of
such companies cannot be overemphasised,
as they have the potential to generate considerable benefits for our country.
On a broader front, the Institute said that
Malaysia should also collaborate more actively with likeminded Third World countries to safeguard and advance the nation’s
collective interests.
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“WE HAVE A DREAM”
BY EDITORIAL TEAM
Back in February 2000, we asked readers to
give their candid feedback, after having initiated several changes in the past few issues of
Akauntan Nasional. Are we on track or out of
focus with the things we are trying to do? How
can we transform Akauntan Nasional into a
premier professional journal?
The response was most encouraging on two counts :
1 Good response rate from respondents (1,128 on closing of the
survey, with many more forms streaming in well after the deadline for submission). Typically, an average of three per cent of
respondents would reply in a postal survey, but in the case of
the ‘Akauntan Nasional Feedback Survey’, the response rate
was nearly triple that, i.e. eight per cent of total MIA membership; higher if late submissions were taken into account.
2 Majority of the comments were constructive and instructive.
For your invaluable and candid feedback, a million thanks!
Below is the snapshot of the sur vey findings, and a sampling of
respondents’ suggestions and preferences.

Your Say on the Survey

W

hat have respondents got to say about the survey itself?
Well, here they are :

n “Akauntan Nasional, an accountancy journal for Malaysians, is
a useful and informative magazine. Thus, a survey like this
would enhance the readers’ interest and importance of the journal itself.”
n “Have another ‘Akauntan Nasional Feedback Survey’ after one
year.”

majority (91 per cent) said such articles were both informative
and interesting. As for respondents’ verdict on quality of editing,
30 per cent noted its “marked improvement”, while 49 per cent
ticked “slight improvement”.
Respondents who found the number and length of feature articles
“just right” numbered 52 per cent and 63 per cent respectively.
However, a fairly high percentage (28 per cent) found these articles were generally too lengthy. The survey also showed that most
readers prefer shorter articles. (A late respondent said it is not the
length of the articles that mattered, but the quality of the content.)
Not only that, the survey revealed most readers (72 per cent)
prefer a balance of both technical and non-technical articles, with
21 per cent opting for more technical pieces.
Here are the findings of the type of non-technical articles respondents prefer :
• personal finance (18 per cent);
• travel (16 per cent);
• book review (15 per cent);
• health (12 per cent); and
• recreation (12 per cent).

n “Conducting this sur vey shows that at least MIA is trying to
change — let’s hope, it is successful.”
n “I appreciate MIA has done a good job in publishing the
Akauntan Nasional. It adds lots of value to myself. So, keep up
the good work for members.”

Your Verdict on the Journal

A

With regards to the quality of feature articles, 53 per cent of
respondents found them “good”, while 41 per cent said they were
“satisfactory”, with one per cent saying they were “excellent”. The

nd what about respondents’ views on the journal?
Overall, respondents (90 per cent) found the journal to have

improved, either slightly or markedly. Similarly, 92 per cent ticked
either “average value” or “great value” in the journal.
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The above were subjects with more than 10 per cent response.
With regard to personality profile, 69 per cent said such articles
make interesting reading, while not a small percentage (31 per
cent) would prefer to have them excluded from the journal. The
former’s frequency preference was quite evenly distributed : once
a month (33 per cent), every issue (29 per cent) and once a quarter (23 per cent).
In ranking the best-liked columns, 27 per cent of the respondents ‘voted’ for “Economics”. Incidentally, the ‘Pulse of the Economies’, first introduced in the Januar y 2000 issue, seeks to provide
accountants with a macro snapshot on the major economic and
financial developments, and to alert them on leading edge issues
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that are crucial to their operations.
Next, respondents showed they are much interested in knowing what is happening abroad with 24 per cent ticking “International News”, followed by “Institute News” (15 per cent) and “From
the President’s Desk” (10 per cent). The rest of the columns received less than 10 per cent ‘votes’.
What about columns respondents would like to see added? Information technology (IT) easily topped the list (34 per cent). This
is indicative of accountants wanting to keep pace with the rapid
developments in this area, what with the exponential expansion
in computing and communications power. Accountants’ grow-

n Have more contributions from members in practice and accounting firms.
n Consider book, website and software reviews.
n Provide recruitment services.
n Include articles related to family matters.
n Publish jokes and cartoon strip related to accountancy profession.
Short of stating the obvious, all the suggestions cannot be implemented at one go, for the simple reason of manpower constraints. Also, there is a need to carefully weigh the views or preferences of the minority against those of the majority. Other suggestions such as “Ques-

ing interest in IT augurs well for the future
of the profession.

tion & Answer” column for members
may have legal implications.

Management ranked a close second (31 per cent), perhaps partly
reflecting accountants’ increasing
involvement, inter alia, in mana-

Never theless, respondents’
suggestions will be given a fair

gerial or management decision
roles. Banking (19 per cent) and

‘hearing’ in due course. For those
that can be implemented immediately, they will be done (e.g. an invitation to readers to write to the

education (12 per cent) enjoyed a
good following among respondents.

Editor and a new “Lighter Note” column appeared in last month’s issue).

Ideas from Accountants

A

s for suggestions to improve the journal, there was no shortage. Accountants have shown they can be innovative when it

Esprit de Corps Spirit

comes to birthing ideas! Indeed, if all their suggestions were to
be printed, they would run into many more pages.

I

Nevertheless, here is a sampling of general and specific suggestions, ranging from how to improve the coverage and columns

Nasional is largely a journal “of the members, by the members
and for the members.” For example, last month’s issue contained

to form and editorial contents :

a number of articles by members and about members. Keep your
article contribution rolling in and you might even get paid for it!

n Cater for accountants in all fields (e.g. government, industry
and public practice).
n Focus on contemporary/conceptual accounting and related issues for the future.

nterestingly, several respondents said they would like to consider contributing articles in the journal. Rightly so, as Akauntan

The fine esprit de corps spirit among members was also reflected
in one of them desiring to be a volunteer in the Editorial team! “If
you need my help in anything, my contact is as indicated,” a Malay
lady member wrote.

n Incorporate non-accounting articles (e.g. economics, finance,
stock market, personal investing, general management, leadership development, interpersonal skills, self-improvement and
leisure/light-hearted articles).
n Report overseas developments on accounting/auditing fraternity and practices.

“We Have a Dream”

W

ell, many more things can still be said, but suffice to say,
the survey was an invaluable exercise. It yielded fresh in-

puts, while at the same time confirmed that the changes that have
been introduced so far are on track.

n Ensure up-to-date legislative updates.

But to all those involved in reshaping the journal, we have a
dream. And the dream is to transform Akauntan Nasional into a

n Publish easy-to-read articles, not overly technical or academic,
but practical in nature.

premier professional journal, both for accountants and their families — a journal that seeks to educate, inform and even transform

n Adopt classic cover design and innovative layout.

our lives.
Will you share this dream?

n Consider case studies relating to accountancy profession, taxrelated articles, “how to” series (e.g. tips on management and
career development) and success stories of entrepreneurial

"You can plant a dream."

spirit of new generation businessmen.
n Have a “Letters to the Editor” column.

~ Anne Campbell ~
June 2000
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‘Mr. Best Employee’
BY HAZEL ONG

Y

ou wanted to be Sherlock Holmes
solving complicated and complex

just present him the best employee award.

criminal cases after spending
hours reading his ever thrilling and inter-

say, you might want to scrutinise his activi-

esting adventures as a child.
Unfortunately, your parents had other

Well, according to Ranjit Singh, ‘Mr. Best

though the movement of stock was not

But if you heard what Ranjit Singh had to
ties closely. Better safe than sorry, right?

total of eight cash registers but the plan (of
the supermarket) contained only seven.
“The only person who knew at the end
of the day the machines would tally al-

Employee’ is the kind of quiet and depend-

right was the supervisor. We caught the

plans and now you are an accountant, a
profession many consider boring.

able staff who knows his job very well, but

culprit,’’ he said.

he was involved in a multi-million ringgit

He then cited examples of some clues

If you are a young budding accountant
who hasn’t chosen your specialisation yet,

fraud case as his errant activities had gone

which were tiny loose ends left behind by

undetected for the past 13 years.

fraudsters like a very clean delivery order

or one who wants to switch to another area
of expertise, all hope is not lost for your

“They are the kind of staf f who have

which should have been crumpled and

worked long enough in a company to know

dirty due to handling and stamp marks or

dream of horning those clue-sniffing skills.
I’m talking about Forensic Accounting.

its weaknesses and who may decide to capi-

duplicated invoices.

Be a forensic accountant and you will find
yourself in ‘who done it situations’, though

improve their lifestyles. People become

not murder cases, but definitely interesting fraud cases with unusual twists.

portunity,’’ he said.

KPMG Management Assurance Ser vices director Ranjit Singh who conducted
an evening talk in this area of accounting

what evidence people in forensic account-

recently shared his experience of how
most of the fraudsters were the people least

Hence, to catch a crook within a com-

expected to indulge in such unscrupulous
acts, so watch out.

talise on it for various reasons, usually to
fraudsters when motives coincide with opRanjit Singh said most offenders know
ing look for, so it is usually difficult to find
a trail.
pany, a forensic ‘detective’ has to be sharp
at all times, even when taking a break.
Recollecting one of his former cases, he
said his team could not find anything

‘Mr. Best Employee’

wrong with the supermarket when all its

H

cash registers tallied into the second day

e hardly took a single day of leave

in his entire career in an international airline of an Asean country. He knew

of investigations.

his job inside out. As an employer you might

that a few of us noticed that there were a

“It was only while having a cigarette break

What is Fraud
Risk Management?

R

emember the old phrase “prevention is better than cure,’’ Well, Fraud

Risk Management (FRM) is about a system that strives to prevent fraud in an organisation.
Ranjit Singh explains that it involves the
identification and assessment of fraud risk
in terms of the existence and effectiveness
of controls.
An organisation, he said, should attempt
to create an environment that frustrates
fraudsters and promotes the idea that even
remotely fraudulent practices are unacceptable.
“It is difficult to do so when everyone in
a company, from the lowest rank to top
management level people, are submitting
false claims or taking bribes. Many companies live by it and treat it as a way of life.
“Foreign companies are worried of this
trend because it is costly both financially
and reputation-wise, especially when fraud
occurs in an organisation that is of public
interest,’’ he said.
This is one of the reasons why FRM is
now the new buzzword in the US, the UK
and Australia, adding that it is still new in
Malaysia.

Ranjit Singh giving tips on how to spot a crook in a company
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order to prevent rather than detect it.

dence or due to technicalities like interview-

FRM utilises three principles which are
Risk Assessment, Fraud Control Planning

ing him without seeking his permission.
“From our experience, usually compa-

and Awareness Training, he said.
However, Ranjit pointed out that many

nies which gather information of this kind
will then threaten the alleged culprit into

companies still prefer to use their own internal inquiry when dealing with alleged

resigning,’’ he pointed out.

fraud cases.
He said the problem will arise when im-

The Key to
Preventing Fraud

proper questioning methods were used to
collect evidence.

n Implement both system and manual controls.
n Ensure compliance with all internal controls.
n Interface between IT personnel and users.
n Use the computer to detect and report
anomalies in the organisational culture.

In short, these are steps to create a fraud-

“In such cases, a company which conducts its own inquiry and then sacks the

free environment :

staff will most likely be sued (by the terminated employee) due to insufficient evi-

n Segregate duties — don’t allow one per-

n Look for early warning signs and respond.
son to handle too many things.

n Senior management commitment.
n Risk assessment.
Well, there you have it. So even if you
think that being the next Nancy Drew is not
your cup of tea, at least you, as the reliable
accountant, can offer some tips to your organisation on how to spot a potential crook.

Getting Our Act Together
BY HAZEL ONG

N

ew Malaysian Institute of Accountants (MIA) President Dato’
Syed Amin Aljeffri has called on

everyone within the Institute to get their
act together, so that the Government can
recognise it as a respected and united statutor y body.
He made this known during two members’ dialogues held at Shah Alam and Kuala
Lumpur recently. It was also the first time
members were meeting the new man at the

through necessar y actions.
On a separate issue, several members

for them as members to be the last to know.
There were also members who ques-

at both the Shah Alam and Kuala Lumpur
dialogues voiced their dissatisfaction that

tioned why they were not informed about
the ‘changing of guards’ at the Secretariat

they were not informed of the President’s
appointment officially.

level as well, referring to circulars and letters now being signed by a Chief Operating

Some had said in jest that they had to
find this out from friends, who were not

Officer instead of the Executive Director.
Vice-President Soon Kwai Choy said the

even members of the Institute, while playing golf, adding that it was embarrassing

Council has taken note of this oversight
and would in future not keep mum when

helm of MIA.
“Our Accountants Act, 1967 can remain as
it is if we manage our affairs well, he opined
There is still time to change the amendments (to the Accountants Act), but we
have to show the authorities that we can
manage ourselves.
Feel free to air your complaints directly
to the Institute or Branches. Let us be united
so that the public can trust us,’’ he advised.
Syed Amin said the Secretariat would
prepare periodic reports, so that the Finance Minister will have first-hand knowledge on what goes on within the Institute.
As the new President, he would try to
bridge the communication gap between
the Institute and the Government.
He said MIA as a statutory body has to
be one big team with one mind to push

MIA Senior Technical Manager Nor Azimah Abdul Aziz (extreme right) mingling
with members at the members’ dialogue in Shah Alam
June 2000
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there was a change of leadership.

only four others joined. Due to this, the

Member Roger Yue asked how the In-

event had to be called off. The leadership
can come with many good ideas, but we as

stitute was going to differentiate Selangor
or KL members as there were those like

members must par ticipate for the new
branch to develop,’’ he added, to the sup-

him who live in PJ and work in Kuala
Lumpur, to which Soon replied that mem-

embers are generally receptive of
the proposal to have new branches

port of many others.
Another member said he was agreeable

bers can choose their postal address.

for Selangor and Kuala Lumpur due to the
increasing number of accountants residing

to the idea of a new branch, but felt that
the KL branch could operate from the Sec-

within these two prime locations.
Syed Amin said that the branch offices

retariat and not from a new building so as
not to incur cost.

T

would be able to help members channel
their voices to the Institute’s leadership.

In reply Syed Amin said in jest : “The
Council is most kedukut, so don’t worry.

sions with members.
He proudly declared that he did so be-

Council member Lee Hwa Beng said
besides this, branches could foster closer

But we must reiterate that branches are
important. There are so many members

cause after his religious pilgrimage, he had
shaven bald and to avoid “shocking mem-

ties among members through sports and
dinner functions.

living in Selangor and KL, but only about
60 people come for meetings.”

bers’’ he preferred to cover his head.
“I think I better not frighten you because

One member said he was proud to be a
MIA member and he would support his

“So it is important to have our voices
heard through the branches and also for

if you see a bald-headed guy, you might
think what kind of President do we have;

new branch.
“However, when I joined a treasure hunt

new happenings from the leadership to be
disseminated properly to the grassroots

so it’s best that I wear a MIA cap because I
represent MIA,” he said garnering laugh-

organised by the Institute some time ago,

through this channel.’’

ter and a resounding round of applause.

Selangor and Kuala
Lumpur Branches?

M

Proud of the MIA Cap
he President was seen wearing the
MIA cap during the two dialogue ses-

Few Meet High Standards
he majority of annual reports pub-

Recent trends, however, showed that a

lished by Public Listed Companies
(PLCs) failed to meet at least one

growing number of companies were beginning to see the importance and significance

requirement that would have enabled them
to qualify for the National Annual Corpo-

of the award and were making greater efforts to improve their reports, he said.

T

rate Report Awards (Nacra), its organising chairman Lam Kee Soon said.
In fact, he said, only 10 per cent of the
760 over annual reports published by PLCs
qualified.
Speaking to journalists at a press conference, Lam said Nacra was introduced
in 1990 with the objective of encouraging
and promoting excellence in the presentation of financial and corporate information
to the public and to promote higher standards of corporate governance.
“To qualify as a quality report, an annual
report must be submitted on time to the
KLSE, together with a Bahasa Malaysia
translation and proper accounting.”
Lam said from his experience, he noticed
that most annual reports failed to meet one
or two of the requirements.
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The Nacra organising committee … (L-R) : MACPA Executive Director Tan
Shook Kheng, KLSE President Dato’ Mohd Salleh Abdul Majid, Organising
Chairman and MIA Council member Lam Kee Soon, and MIM CEO Dr.
Tarcisius Chin giving a press conference after the launch of the awards scheduled to be held in November 2000
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KLSE President Dato’ Mohamed Salleh
Majid, who was also present at the press
conference held two months ago, said that

More information on the Nacra awards can be obtained from the Malaysian Institute
of Accountants at 03-2274 5055 orvisit the Institute’s website at www.mia.org.my/nacra/

some of the companies opted to provide
the basic information required of them and
did not provide more details of their activities to the investing public.
He noted, however, that there had been
improvements in the quality of annual reports recently.
Lam said a new category has also been
introduced for this year’s awards, i.e. “Environmental Reporting : A Green and Fair
View’’ to promote a company’s awareness
of the environment, as well as to recognise
efforts taken towards environmental preservation and sustainable development.
Besides this, there would also be an
award for best annual report for non-listed
organisations. To qualify, these organisations are required to submit their applications to the committee, as unlike publiclisted entities, they do not qualify automatically.
The award presentation for Nacra 2000
will be held on 8 November at the Palace
of the Golden Horses at Seri Kembangan,
Selangor Darul Ehsan.

The coveted Nacra trophy … last year’s Overall Excellence Award winner …
Kumpulan Guthrie’s Company Secretary, Halimatus Saadiah Abdul Rabah
(extreme left), posing with Nacra organising committee members

Courtesy Call to UMS Vice-Chancellor
7 March 2000

M

ichael Tong, Sabah Branch
Chairman of the Malaysian
Institute of Accountants, led

committee members in a courtesy call to
University Malaysia Sabah Vice-Chancellor
Prof. Datuk Seri Panglima Dr. Abu Hassan
Othman on 7 March 2000 at his Gaya Centre office.
During the visit, Tong proposed that the
university liaise with the Institute, so as to
foster closer ties with the business faculty.
He also suggested that the Institute
could arrange for a career talk on accountancy and dialogue with the students, so
that they can listen and talk to professionals about the practical side of accounting.
It would also be beneficial to invite speakers who have practical experience in ac-

Sabah Branch Chairman Michael Tong presenting a gift to the Vice Chancellor of UMS,
Prof. Datuk Seri Panglima Dr. Abu Hassan Othman, with fellow committee members
June 2000
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counting to give lectures on a regular basis. Tong also proposed that accounting students take up practical training in
accounting firms during their semester breaks.

MANAGING THINKING

This would help students gain some experience on the practical aspects of the accounting profession.

The MIA Sabah Branch held its first evening talk at the Secre-

In the meantime, the Vice-Chancellor explained to committee members some of the research studies that were being undertaken by the university.
Most projects were geared towards the processing and cultivation of natural produce into higher value-added products.
“Sabah is rich in natural resources such as palm oil and marine-life, including prawns and fisheries”, he said.
But what was vital was for these products to be cultivated

tariat when 30 participants gathered to hear speaker Khairil
Annas give a presentation on “Managing Thinking.” Using the
Direct Attention Thinking Tools (DATT), a method developed
out of Edward de Bono’s “Six Thinking Hats”, Khairil shared
with members how to create parallel thinking to harness ideas
from everyone in an organisation.

and processed before being exported as value-added goods.
One such project is the use of oil palm waste to make bricks.
Not only would this help solve the environmental problem
caused by such waste, it can also be a positive step towards
creating a more environment-friendly culture.
Currently, the university is proposing to build at its new
campus a house made of these bricks, so as to prove the
viability of such an idea or project. The university is also looking into the rearing and commercialising of Tiger Prawns.
Tong invited the Vice-Chancellor to the Regional Accountants Update Conference to be held in mid-November this
year.
He also asked that the Vice-Chancellor propose a speaker
for the conference. Before the visit ended, Tong presented a
gift to the Vice-Chancellor as a token of appreciation.

Inspiring Testimony

M

alaysian Institute of Accountants, Sarawak Branch con-

ducted a career talk at SMK
Lake Bau for 150, Form 5 and Form 6 students of the school. MIA Sarawak Branch
Chairman, YB Peter Nansian Nguse
shared an inspiring personal testimony. Although he was never a good Math student,
he passed his Accounting examinations,
obtaining the degree in the UK in only one
and a half years. One of his visions is to
see more students from Bau taking up Accountancy in future and contributing towards the economic development of
Sarawak.
Simon Tan (MIA Sarawak Branch, Education Sub-Committee Chairman) and
Lucy Read (Sarawak & Sabah Branch
Manager) later explained to the students
and teachers the qualifications needed to

A student asking YB Peter Nansian what it takes to be an accountant and a politician. Puan Mastura bte Anuar, Head Mistress of SMK Lake Bau, is seated on the left
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be an Accountant and career opportunities
for an Accountant in Malaysia.
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Dialogues with IRB Sarawak

T

he Malaysian Institute of Account-

ants, Sarawak Branch conducted
its annual dialogue with the Inland

Revenue Board recently. The annual dialogue is one of the many activities of the
MIA Sarawak Branch and the Public Practice Sub-Committee, which benefits members in the practising firms in Sarawak.
Tuan Hj Wan Adnan bin Hj Wan Abas,
Pengarah Hasil Dalam Negeri Sarawak,
Josephine John, Pengarah Kanan,
Penaksiran, Wan Jamil bin Wan Abd.
Rashid, Pengarah Kanan, Pusat Penyiasatan
& Perisikan, Johari Joganathan Abdullah,
Pengarah Kanan, Pungutan and 15 other
IRB Officers were present, with 75 members from MIA member firms and 20 tax

Bintulu members with Josephine John from IRB (seated third from left) and Ngu
Woo Hieng, Bintulu Chapter Chairman (seated third from right)

agents at the dialogue held in Kuching in
April 2000.
Participants were briefed and updated on
all aspects of tax, including due filing dates,
application and extension of time, collection
centres, assessment programmes, return
forms, instalment payments under S107B,
tax estimates under S107C, Self Assessment
System and penalty under S114.
Josephine John was also present at the
first MIA – IRB Dialogue conducted in
Bintulu in March 2000.
Sarawak Branch will be organising dialogues with the Customs Department and
Registrar of Companies to discuss issues
relating to accountants in Sarawak. Members

MIA members and tax agents were all ears during the dialogue

are welcomed to enquire from the Sarawak
Branch Office for more information.

Lau Yaw Joo, MIA member seeking some clarification

MIA-IRB Dialogue in progress
June 2000
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NEW CLUB, GREAT STRIDES

A

lthough established only in November 1999, the MIA

(Northern Branch) Toastmasters Club created waves
when one of its members, Lee Min On won both the International Speech Contest and the Table Topic Contest at
the N5 Area Contest on 11 March 2000.
Lee proceeded to represent the N5 Area in the Division
N Convention (comprising 23 clubs) held on 25 March 2000
in Pulau Langkawi. He was the only speaker contesting in
both the International Speech Contest and the Table Topic
Contest where he was adjudged second runner-up and first
runner-up respectively.
The MIA Northern Branch Toastmasters Club is open to
all MIA members and accountancy graduates and students.
Its objective is to promote the art of communication through
public speaking and leadership skills for accountants.

TAX AMENDMENTS — NO FEAR
IA’s East Coast Branch organised a talk in Kuantan on “The
New System of Taxation in Year 2000’’ on 16 April 2000.

M

ducted by the National Tax Academy on a regular basis. Public
and private rulings would also be issued as and when the need

This seminar was jointly organised with the Kuantan Chinese
Chamber of Commerce and Industry and the Nanyang Siang Pau.

arises, he added. This prompted the East Coast Branch Chairman, Wong Seng Chong, to respond in the form of a pantun :

It was declared open by the Deputy Minister of Finance, Dato’
Chan Kong Choy.
Dato’ Chan said the new tax system is in line with those adopted
in advanced countries such as the US, the UK and Australia. The
US introduced the self-assessment system as far back as in 1940,
while Australia and the UK implemented it in 1984 and 1993 respectively. The self-assessment system, he said is aimed at :

Audit Luar
Mulut kecil, perut besar, Buntal beracun tidak dimakan,
Mendidik anak jangan berkasar, Pujuk nasihat ibu amalkan.
The participants congratulated MIA in organising this seminar.
For example, Low Sam Moi of M/S Foo Boon Fong & Co said, “It’s
worth every cent I paid for. More seminars of this nature should

n Modernising and streamlining the tax administration.

be organised by MIA on a regular basis.” Another participant, Steve
Low said, “ I had my reservations earlier in attending this tax semi-

n Producing a more effective system and faster collection of taxes.

nar. However, after listening to what Wong Seng Chong said, I am
most grateful that I did not tee off at the golf course this morning.

n Cushioning the effects of tax burden on the taxpayers during
an economic slowdown.

I have indeed learnt a lot pertaining to the new tax system.

n Increasing the level of income tax compliance.
It is understood that the Inland Revenue Board (IRB) would not
load penalty for late submission of tax returns. However, penalty
would be imposed for non-submission of tax returns even though
tax on income for 1999 would be waived (except for some cases).
Turning to the most fearful amendment in the form of Section
114(1)A of the Income Tax (Amendment) Act 1999, Dato’ Chan
said all law-abiding taxpayers need not fear this new section. The
approach adopted by IRB will be gearing towards educating the
public rather than being punitive in nature.
One golden thread in the administration of tax to be seen is to
win the hearts and minds of all taxpayers in the battle field of
morality rather than of employing force. Towards this end, the
Deputy Finance Minister said more tax seminars would be con-
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East Coast Branch Chairman, Wong Seng Chong,
escorting the Deputy Finance Minister Dato’ Chan Kong
Choy to the seminar hall
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IFAC Seeks Comments on New CIS Guidance for Auditors

T

he International Federation of Accountants (IFAC) invites

vironments and their effect on the accounting system, re-

comments on four new exposure drafts (EDs) on compu-

lated internal controls, and audit procedures”.

terised information systems (CIS). The exposure drafts

“While many of the concepts in the exposure drafts may

update practice statements previously issued by IFAC’s Interna-

not be applicable in today’s complex systems and web-based

tional Auditing Practices Committee (IAPC) by addressing new de-

environments, we have been advised that they still are ap-

velopments in systems and the methods auditors use to audit them.

plicable in countries where accounting and internal control

Titles of the EDs are as follows :

systems are still developing, and the exposure drafts should
be read from that context”.

n CIS Environments — Stand-alone Microcomputers;

The new exposure drafts are being issued as supplements to

n CIS Environments — On-line Computer Systems;
n CIS Environments — Database Systems; and
n Computer-Assisted Audit Techniques (CAATS).
Robert Roussey, chairman of the IAPC, stated that :

International Standard on Auditing (ISA) 401, Auditing in a Computer Information Systems Environment, and are designed to help
the auditor to implement this standard as well as international
Auditing Practice Statement 1008, Risk Assessments and Internal
Control — CIS Characteristics and Considerations.

“The overall objective and scope of an audit does not
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change in a CIS environment. However, the use of a compu-

The deadline for submitting comments on the four EDs is 31

ter changes the processing, storage and communication of

July 2000. IAPC requests commentators to refer to specific para-

financial information and may affect the accounting and

graphs within each section of each exposure draft, to include

internal control systems employed by the entity. The four

reasons for comments, and to make specific comments on pro-

new exposure drafts comment on various aspects of CIS en-

posed wording.

International Federation of Accountants Proposes
Strengthening Guidance on Fraud and Errors
he International Federation of Accountants (IFAC) is pro-

T

“It is the responsibility of management to establish and

posing significant new guidance to assist the world’s ac-

maintain policies and procedures that would contribute to

countants in considering the risk of material fraud and

the orderly and efficient conduct of the entity’s business.

error in financial statements. The guidance is contained in a new

This responsibility includes implementing and ensuring the

exposure draft, ‘Fraud and Error’, developed by IFAC’s Interna-

continued operation of accounting and internal control sys-

tional Auditing Practices Committee (IAPC). The exposure draft

tems which are designed to prevent and detect fraud and

updates and expands on International Standard on Auditing (ISA)

error. Further, it is the responsibility of those charged with

240, IAPC’s current standard on fraud and error.

governance to ensure, through oversight of management,

Robert Roussey, chairman of the IAPC, stated that :

that these systems are in place”.

“The constantly changing and complex global marketplace

The new exposure draft calls for auditors to obtain knowledge

continues to provide an environment where the potential

of management’s understanding of the accounting and internal

for financial statement fraud exists. This exposure draft is

control systems that are in place to prevent and detect fraud and

designed to clarify the role of auditors, management and

error. The draft also covers the auditor’s discussions on these

those charged with governance of an entity with respect to

matters with those charged with governance. It also introduces a

fraud and error in financial statements”.

requirement for the auditor to consider whether fraud risk factors are present and if so, to address these specifically in designJune 2000
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ing substantive procedures. An appendix to the exposure draft

place ISA 240, conforming changes will be made as necessary to

identifies potential risk factors and another appendix illustrates

other ISAs as a result of the adoption of this standard, particu-

how the auditor modifies the audit procedures when the poten-

larly with respect to expanded guidance on the auditor’s profes-

tial risk factors are identified.

sional scepticism.

Additionally, among other matters, the exposure draft includes
requirements that auditors do the following :
n Consider whether a misstatement may indicate fraud;
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Accountants, auditors, management and those charged with the
governance of an entity are invited to submit comments on this
ED by 30 June 2000.

n Obtain written representations regarding frauds and possible
frauds and uncorrected financial statement misstatements considered immaterial by management; and
n Communicate to those charged with governance misstatements
aggregated by the auditor that management has not corrected

The above exposure drafts may be viewed on IFAC’s website
at http://www.ifac.org/Guidance/EXD-Outstanding.tmpl or
obtained from the IFAC Secretariat in New York (1-212-2869344). Comments to be e-mailed to EDComments@ifac.org or
sent by fax to 1-212-286-9575.

because it believes those misstatements are immaterial to the
financial statements taken as a whole.
There are also guidance and requirements for the auditor concerning matters to be communicated by the auditor to management and to those charged with governance, and expanded guidance for circumstances where the auditor is unable to complete
the audit.
Following exposure and approval of a revised standard to re-

IFAC is the worldwide organisation for the accountancy profession. Its mission is to develop and enhance the profession
to enable it to provide ser vices of consistently high quality in
the public interest. Its current membership consists of 143 professional accountancy bodies in 104 countries, representing
more than two million accountants in public practice, education, government ser vice, industry and commerce.

Basel Committee Supports IAS in Report to G7

T

he Basel Committee on Banking Supervision has completed a comprehensive review of International Accounting Standards and, based on that review, has expressed

its support for the IASC Standards. William J. McDonough, Chairman of the Basel Committee and President and Chief Executive

At the time, the G7 group said :
“We call upon the IASC to finalise by early 1999 a proposal for a full range of internationally agreed accounting
standards. IOSCO, IAIS, and the Basel Committee should complete a timely review of these standards.”

Officer of the Federal Reserve Bank of New York, said :
IASC did, in fact, finish the core body of standards in late 1998.
“The Committee strongly supports efforts to harmonise

Sir Bryan Carsberg, Secretary-General of IASC, said :

accounting practice internationally. The growing interdependence of international financial and banking markets ne-

“We are very gratified that, following a comprehensive

cessitates transparent and comparable published financial

review, the Basel Committee has told the G7 Finance Minis-

statements. We support the standards developed by the IASC

ters and Central Bank Governors that they support IASC

and plan to continue a close dialogue with the IASC and the

Standards and efforts to harmonise accounting around the

banking industry to monitor future developments in this im-

world. The Basel Committee participated actively when we

portant area.”

developed IAS 39 on financial instruments. We appreciate
the continuing assistance we are getting from them and from

The Basel Committee is an international organisation of bank
regulators. Their review was undertaken at the request of the G7
Finance Ministers and Central Bank Governors, who in October
1998 announced that they support IASC Standards as a means

bankers as we develop implementation guidance for IAS 39.
We have invited the Basel Committee to continue to work
with us as we develop other accounting and disclosure standards of particular relevance to banks.”

toward “greater transparency and openness in the financial operations of individual countries, of financial and corporate institutions, and of the international financial institutions.”
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In its report, the Basel Committee commented specifically on
IAS 30, which deals with bank disclosures, and on IAS 39. Re-

I N T E R N AT I O N A L N E W S
IASC

garding IAS 30, the Basel Committee identified several areas in
which that Standard could be updated to better reflect recent evolution in banking practices.
Concerning IAS 39, the report noted that representatives of
IASC, the Basel Committee, and the banking industry have been
meeting to discuss the complex issues associated with applying
IAS 39 to banks. In releasing their report, the Basel Committee

ISAC’s Standing Interpretations Committee Issues
Two Draft Interpretations

said that their “dialogue with the IASC on IAS 39 resulted in positive steps in the areas of implementation guidance.” Dr. Arnold
Schilder, Chairman of the Basel Committee Task Force on Accounting Issues, said :

T

he Standing Interpretations Committee (SIC) published
the above on 12 May 2000 to clarify accounting issues
under International Accounting Standards. These are

“We have stressed the need for timely implementation

available both in hardcopy format and also on IASC’s website

guidance on the standard and the IASC has now established

http://www.iasc.org.uk

a special IAS 39 Implementation Guidance Committee, in

Comments should be submitted in writing by 12 July 2000.

which the Basel Committee as well as the banking industry

The Draft Interpretations are :

will be represented. I am pleased that IASC is planning to
issue a first tranche of guidance for public comment in June.”

n Revised SIC - D19 : Reporting Currency — Measurement and

The Basel Committee’s review focused on the 15 IASC Standards that have a significant effect on banks, and its report covers
all of those Standards. The report sets out the criteria by which
the Basel Committee judged the Standards — criteria such as
relevance, reliability, and consistency of resulting information, prudence, theoretical soundness, practicability, precision, preferably

Presentation of Financial statements Under IAS 21 and IAS 29.
n SIC - D24 : Earnings Per Share — Financial Instruments that
may be Settled in Shares
Commenting on the new Draft Interpretations, Paul Cherry
Chairman of the Standing Interpretations Committee said :

not allowing alternative treatments, comprehensiveness of disclosures, and suitability for implementation in both advanced fi-

tation should be revised to stress that the currency used

nancial markets and emerging markets.
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“The Committee ... concluded that the Draft Interpre-

○

○

○

○

○

○

○

○

○

○

○

○

The text of the Basel Committee’s report and accompanying
press release can be obtained from the IASC website : http://

in measuring items in the financial statements must be
one that is relevant to the enterprise. It is not a free choice.
Because of the important implications of the selection of

www.iasc.org.uk

a currency for use in measuring items in the financial state-

ISAC Publishes Proposed Guidance on Financial Instruments

ments, including the restatement of prior period financial
statements if the currency of a hyperinflationary economy
is used, the Committee has issued a revised Draft Interpretation for comment.”

T

he International Accounting Standards Committee (IASC)
issued for comment on 8 May 2000 drafts of 78 questions
and answers (Q&A) related to applying IAS 39, “Financial

“The Draft Interpretation on earnings per share clarifies
the determination of diluted earnings per share in cases

Instruments : Recognition and Measurement”. IAS 39 established

where the form of settlement of a financial instrument or

principles for recognising, measuring and disclosing information

other contract may be either by payment of financial as-

about financial assets and financial liabilities. It takes effect for

sets or by payment in the form of a transfer of ordinary

years beginning on or after 1 January 2001.

shares of the reporting enterprise to the holder. Diluted

The draft Q&A that are being exposed for comments are based
largely on enquiries received by IASC or by national standard-setters. Comments should be submitted in writing by 10 July 2000.
Address : 166 Fleet Street, London EC4A 2DY, United Kingdom

earnings per share includes the dilutive impact of all instruments which may result in the issuance of ordinary shares
of the reporting enterprise, regardless of whether the manner of settlement is chosen by the issuer or the holder.”

E-mail : iasc@iasc.org.uk
June 2000
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MAAA NEWS
IF IT’S TO AMOUNT TO ANYTHING,
IT HAS TO BEGIN WITH “E”

Incorporation
and Aim
The Malaysian Association of Accounting
Administrators (MAAA)
was incorporated in
1990 with limited liabilMALAYSIAN ASSOCIATION
OF ACCOUNTING ADMINISTRATORS
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 Accounting Technicians/Administrators for persons employed on duties customarily undertaken by assistants to accountants registered
with the MIA.
To provide an organisation and membership
for such persons who are desirous of acquiring such qualification and persons who are
granted such qualification.
To promote in the public interest the technical competence of such persons engaged in
positions and performing the functions of
accounting technicians/administrators.

Council Members (1999/2000 Term)
Elected Members
Izhar Abd Kahar
(President)
Koo Yew Fook, Allan
(Vice President)
Chin Wah Yin
Hanapi Rasol
Kasim Darus
Lim Ah Leck
Low Han Men, Aric
Mahadevan s/o Gengadaram
Mok Kam Seng
Panneer Selvam
YM Raja Noorhana bt Raja Harun
Yong Yoon Kee
MIA Nominated Members
Chian Ngook For, Daniel
Lam Kee Soon
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

Editor for MAAA News : Low Han Men, Aric
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Report by : Aric Low & Shylaja Govind
s all the attention on the Internet and e-commerce just hype or a passing fad? Is
there real money out there that can be made?
What about the apocalyptic predictions about technology and the plea for “reason and restraint” in what appears to be an increasingly chaotic and uncontrolled
stampede toward a technologically-driven future?
John J. Y. Foo, a corporate trainer with COMAT Training Services, referred to these
issues at MAAA’s third monthly evening talk entitled “Management and IT — Heading
towards the New Millennium”. His main focus was on the Internet and e-commerce.
Foo said that the Internet and its impact on businesses and individuals was a fairly
recent development (7-8 years old). Yet the impact is remarkable, with the resultant
explosion of e-commerce, whether in business-to-business or business-to-consumer.
Why is this so? Foo explained that this global Internet revolution is due mainly
to the competitive edge that it provides. This technological tool has made the following possible :

I

n Beyond opening up new online sales channels or new markets (worldwide accessibility), it is enabling business models that can create value, bring about real
savings and increase efficiency.
n Dealers (distributors) and factories can be linked online, thus reducing both lag
time and paperwork.
n Direct links can be made to vendors (suppliers or contractors) via the extranet, thus
cutting inventory carrying costs and increasing responsiveness to customers.
n Financial relationships with customers and suppliers can be streamlined by webenabling billing and payment systems — an efficient and effective way of integrating these two key accounting functions.
n Customer loyalty can be strengthened as businesses reduce costs by improving
order processing efficiency, maintaining low rates while cutting inventory and
warehouse expenses, and lowering the actual ringgit costs of sales transactions.
So, is this phenomenon a passing fad? Not according to statistics quoted by Foo.
Consumers, he said, spent US$8 billion online in the US in 1998, a figure that could
rise to US$130 billion in the next four years. According to Business Week report,
“By 2003, Forrester research predicts that e-commerce between businesses will
balloon to US$1.3 trillion, constituting nine per cent of all trade, and more than the
GDP of Britain or Italy.”
What about the security issues or the possibility of security breaches? Foo reckoned that in the near future, as more R&D on security issues takes place, businesses done in cyberspace will be as secure as they can be. For example, transactions conducted in cyberspace can be verified using a combination of digital certificates and digital signatures among the purchaser, the merchant, and the purchaser’s banker in a way that ensures privacy and confidentiality.
Having said that, here’s a little caution and advice before jumping on the “bandwagon of cyber-fortune” :
n Firstly, it’s quite naive to think that anything that begins with “e” is the in-thing
and highly recommended. It certainly is not, unless you are satisfied that it is
truly well-researched and developed e-technology.
n Secondly, it’s foolhardy to think that any business today that embraces e-commerce
has a website or is a dot.com company is destined to succeed. Foremost, the business must be viable, possesses good fundamentals, and its strategies and resources
well-aligned before it can ever hope to reap the potential of e-commerce.
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PROFESSIONAL EXAMINATIONS
of the Malaysian Institute of Taxation

O

pool of qualified tax personnel as well as

m

Taxation V

to foster and maintain the highest stand-

m

Business & Financial Management

ard of professional ethics and competency

m

Financial Accounting II

Exemption

ne of the main objectives of the

Malaysian Institute of Taxation

Exemption from specific papers in the

(MIT) is to train and build up a

professional examinations is available, and
the extent of exemption granted will depend
on qualifications attained and course contents as determined by the MIT Council.

among its members.
One avenue of producing qualified tax
personnel is through professional examinations. As such, MIT conducted its first
professional examination in December
1995. To-date, the MlT has successfully
conducted five examinations. The professional examinations also seek to overcome

How to Register
You can contact the Institute’s Secretariat for a copy of the Students’ Guide. The

Foundation

RM50.00

per subject

Intermediate

RM60.00

per subject

Final

RM70.00

per subject

Guide contains general information on the
examinations and a set of registration
forms, which must be submitted with the
necessary documents to the Secretariat.

the present shortage of qualified tax practitioners in the country.

Exemption Fees

Entrance Requirements

Examination Fees
Foundation

RM50.00

per subject

Intermediate

RM60.00

per subject

Final

RM70.00

per subject

(a) Minimum Entry Requirements :

Examination Structure
The professional examination is cur-

• At least 17 years old.

rently held annually and is comprised of
three levels.

Foundation Level

• At least two principal level passes of the
HSC/STPM examination (excluding
Kertas Am/Pengajian Am) or equivalent.

m

Taxation I

m

Economics & Business Statistics

m

Financial Accounting I

• Credits in English Language and Mathematics and an ordinar y pass in Bahasa
Malaysia at MCE/SPM.

Taxation II

m

Taxation III

m

Company & Business Law

Final Level
m

Taxation IV

1 September
Closing date for registration as a
student to sit for the examination of
that year.

Intermediate Level
m

DATES TO
REMEMBER FOR 2000
EXAMINATION

(b) Degrees, diplomas and professional

15 October

qualifications (local/overseas) recog-

Closing date for submission of ex-

nised by the MIT to supersede mini-

amination entry for the examination

mum requirements in (a).

of that year.

(c) Full Members of local and overseas
accounting bodies.

December
EXAMINATION.

For further enquiries, please contact the Secretariat at Dewan Akauntan, 2 Jalan Tun Sambanthan 3, Brickfields,
50470 Kuala Lumpur. (Tel : 03-2274 5055; Fax : 03-2274 1783)
June 2000
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List of New Books in MIA Library
The following is a selection of new books in the Institute’s library.
The Malaysian Trade Classification and Customs
Duties Order 2000 (All amendments up to 15
March 2000), compiled jointly by : Royal Customs and Excise Department Malaysia and
MDC Publishers Printers Sdn. Bhd., Kuala
Lumpur : MDC Publishers Printers, 2000.
Call No. : 351.7246 MAL
Laws and Regulations Applicable to the Customs
and Excise Department 2000, (All amendments
up to 29 October 1999, including 2000 Budget
amendments), Kuala Lumpur : MDC Publishers Printers, 2000.
Call No. : 351.7246 LAW

Bank Negara Malaysia : Annual Report 1999,
Kuala Lumpur : Bank Negara Malaysia, 2000.
Call No. : 330.0681 BAN

1999 Insurance Annual Report, Kuala Lumpur :
Bank Negara Malaysia, 2000.
Call No. : 368.09595 BAN

Fundamentals of Financial Management, 10th
edition, by James C. Van Hor ne, John M.
Wachowicz, New Jersey : Prentice-Hall, 1998.
Call No. : 658.15 VAN

Basic Business Statistic : Concepts and Applications, by Mark L. Berenson, David M. Levine,
London : Prentice-Hall, 1999.
Call No. : 519.5 BER

Malaysian Audit Manual, by CCH Accounting
Editors in Association with the MIA, Kuala
Lumpur : CCH, 2000.
Call No. : 657.4509595 MAL

Securities Commission Annual Repor t 1999,
Kuala Lumpur : Securities Commission, 2000.
Call No. : 332.642 595 SEC

International Accounting Standards 2000, London : IASC, 2000.
Call No. : 657.0218 INT

Amendment to Prescribed Form
Pursuant to By-law 11.6 (3)
The Public Practice Board has recently made certain additions to the prescribed
form under By-law 11 as follows :
1 Date of audit report.
2 Type of audit report : clean report/qualified report/emphasis of matter(s)/others.
Members may view the new prescribed form format under the Institute’s ‘banner’
within MIA’s homepage.

New By-law 7-5A (on Advertising, Publicity
and Solicitation in Respect of
Professional Services of Public Practices)
The Council had on 14 April 2000 approved the ruling for naming a building via
By-law 7-5A of the Institute’s By-Laws (On Professional Conduct and Ethics) which
states as follows :
A member in public practice may name a building after his firm’s name provided :
a

the building must be owned by the member solely or jointly with his partners
who are in practice with him in the said firm;

b

if the building is not owned by the member solely or jointly with his partners
who are in practice with him in the said firm, the member and/or his partners
must be given the naming right by the owner of the building;

c

the nameplate containing the name of the building shall be attached to the building or at a distance from the building deemed reasonable by the Council and
must not be prominent so as it may be construed as advertising; and

d

the size of the nameplate containing the name of the building shall be those
approved by the Council.

Nothing in this By-Law shall remain contradictory to any other statutory law prevailing at present, stated or otherwise.
The above By-Law shall come into force with immediate effect.
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Pengurusan Danaharta Nasional Berhad : Annual Report 1999, Kuala Lumpur : Danaharta,
2000.
Call No. : 658.152 42 DAN
Setting Statistic Directions in Small and Medium
Enterprises : A Guide for Professional Accounting Advisors (Part 1) (also available in disk),
New York : IFAC, 2000.
Call No. : 658.159 2 SET
Self Assessment System for Companies Year 2001 :
The New Tax Regime, by Ong Yoke Yew, Kajang,
Selangor : Resource Training & Consulting, 2000.
Call No. : 343.052 042 ONG
Taxmann’s Words and Phrases Judicially Defined
Under Income Tax Act, New Delhi : Taxmann
Publications (P) Ltd, 1999.
Call No. : 343.052 042 TAX
Perkembangan Undang-Undang Perlembagaan
Persekutuan, by Ahmad Ibrahim …(et.al), Kuala
Lumpur : Dewan Bahasa dan Pustaka, 1999.
Call No. : 342.59502 PER
Undang-Undang Hak Cipta di Malaysia, by
Rohazar Wati Zuallcobley, Kuala Lumpur :
Tetapvest Sdn.Bhd., 1999.
Call No. : 346.595 048 2 ROH
Estate Planning 1 : Decoding the Estate Planning Puzzle in Singapore and Malaysia, by Lim
Yuen Seong, Kuala Lumpur : Brains & Talents
Publications Sdn.Bhd., 1999.
Call No. : 346.595 052 LIM
Law of Partnership : A Digest of Cases Under the
Partnership Act 1961 and Other Statutes, by K.
V. Padmanabha Rau, Kuala Lumpur : International Law Book Ser vices, 1999.
Call No. : 346.068 2 RAU
The Philosophy of Islamic Law of Transactions,
by Abdur rahman Raden Aji Haqqi, Kuala
Lumpur : Univision Press, 1999.
Call No. : 340.59 RAD
Principles, Practice and Prospects of Corporate
Governance : The Malaysian Legal Framework,
by Philip T. N. Koh, Kuala Lumpur : Asian Centre for Professional Development Sdn.Bhd.
Call No. : 346.595 06 KOH

