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they cannot afford it or have not been
educated to rely on accountants for such
services.

Many accountants take an ethical position
and do not want to be seen as “selling”.

Accountants are too busy with their ex-
isting work loads and do not have the
time and experience to introduce such
offerings to clients.

Accountants are not aware of the oppor-
tunities that exist to provide such services.

Accountants are generally not good at
marketing and selling.

What are the Benefits for
Multi-Disciplinary Practice?

There may be advantages for an
accounting practice to provide multi-
disciplinary services. They are as follows :

Help your clients — Your clients need
your help to protect them and help them
have a secure future. Your clients
require a total and comprehensive so-
lution to their business problems rather
than isolated services.

Other institutions are fighting hard to win
your clients — Protect your client base.
Nowadays, competition comes not only
from the increasing number of account-
ing firms but also from other financial
institutions.

Increase your practice income — Multi-
disciplinary services give your practice
new income sources.

Increase practice sales value — Multi-
disciplinary practices have sold for up
to 3.5 times gross repeat earnings. Most
traditional accounting firms sell for less
than one time gross repeat earnings.

Your clients want YOUR help — As an
accountant, you are regarded as a pro-
fessional, conservative and trustworthy
source of financial advice. This is espe-
cially true in Malaysia. An accountant
is perceived to have all the answers for
financial matters.

Greater career options, for you and your
team — Introducing new and interest-
ing professional work opens up career
opportunities for you and your team.

Which Services to Start First?
Given the limitation on resources and
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time, it is almost impossible for an account-
ing firm to venture into all the other addi-
tional services named by the American In-
stitute of CPAs. If the better way is to take
one step at a time, which services should
we start with first? In my opinion, financial
planning services would be one of the most
natural services to be offered by an account-

ing firm. The reason is simple and obvious.
Most Malaysians still regard accountants
as the most qualified professionals to give
financial advice. Every now and then, ac-
countants are asked by their clients and
friends regarding financial products and
services which are not exactly core services
of most accounting firms. An accounting
firm which starts to provide financial plan-
ning services would be seen as responding
to meet the increasing demand of their cli-
ents. In many financial planning seminars
we have conducted for accounting firm cli-
ents, feedback has been very positive and
encouraging. In fact, some of the big five
accounting firms have started to provide fi-
nancial planning services. In a press release
in The Star on 27 August 2001, Arthur
Andersen announced the launching of Pri-
vate Client Services to offer financial plan-
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ning, wealth management and investment
strategy services.

What Are Your Alternatives?
Given such opportunities ahead, what are

an accounting firm’s alternatives?

Do nothing — risk steady decline, and
losing clients to competitors.

DIY — acquire qualifications/skills,
hire staff, create sales and marketing
plans, quality control, cash flow, moni-
toring/management of operations.

Merge with a larger firm which has
more resources.

Create Alliances — work together with an
established financial planning company.

Change is the law of life. To respond and
capitalise on change is never easy. As Past US
President John F. Kennedy put it, “There are
risks and costs to a program of actions. But
they are far less than the risks and costs of
comfortable inaction.” What would be your
response to the challenges and opportunities?

Note :  The writer is the Managing Director of
Whitman Independent Advisors Sdn Bhd. He can
be contacted via e-mail at yapmh@whitman
independent.com
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“There are risks and costs to a program of actions. But they are
far less than the risks and costs of comfortable inaction.”

… President John F. Kennedy
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T
here are many people claiming
to be financial planners nowa-
days. Ranging from insurance
agents to unit trust agents to

remisiers, these financial service profession-
als are offering an array of financial planning
services. Financially speaking, it’s a confus-
ing world out there. Increasing numbers of
people have more money and less knowledge
about what to do with it. The number of edu-
cated, skilled financial planners will need to
grow in response. Against the backdrop of a
bewildering range of products and profes-
sionals, how does one separate the wheat
from the chaff? How does one choose a good
sheep from a black sheep?

Apart from a professional qualification,
a financial planner will need to cover multi-
disciplinary financial areas like estate plan-
ning, insurance planning, tax planning, ac-
counting, business finances, investment
planning, retirement planning, banking
and financial institutions, as well as global
and financial economics.

There are two internationally-recognised
certifications available for those intending
to pursue financial planning as a full-time
career in Malaysia. One is the Chartered
Financial Consultant (ChFC) certification,
a two-year study conducted through the
collaboration between the Malaysian Insti-
tute of Insurance (MII) with an American
College from Pennsylvania, US.

The other is the 16-month Certified Finan-
cial Planner (CFP) certification issued by the
Financial Planning Association of Malaysia
(FPAM) in collaboration with the CFP Board
of Standards based in Denver, Colorado, US.

Apart from the ChFC and the CFP certi-
fications, the National Association of
Malaysian Life Insurance and Financial
Advisors (NAMLIFA) conducts a local pro-
gramme leading to the Chartered Finan-
cial Planner (ChFP), a 12-16 month course.

At present, there are
approximately 600 fi-
nancial practitioners in
Malaysia. Of the 600
individuals, approxi-
mately 400 have com-
pleted the CFP certifi-
cation via the FPAM’s
CFP 40-hour Conversion Programme given
to pre-qualified candidates. There is a fur-
ther 3,500 candidates currently pursuing the
CFP certification. Of the 3,500 candidates,
some are pursuing the full six-module 16-
month CFP course.

The MII’s ChFC cer tification pro-
gramme accounts for about 160 of the bal-
ance 200 financial planners. A further 1,500
are registered and doing the two-year
course in Malaysia. The remaining 40 fi-
nancial planners comprise those who com-
pleted the NAMLIFA’s ChFP course.

Based on the assumption that all the cur-

rent registrants of FPAM, MII, and
NAMLIFA complete their courses, it is
possible that Malaysia should have some
5,600 individuals with financial planning
knowledge. “For a number of candidates,
doing the financial planning course is more
for broadening their financial knowledge
and providing them more options going
into the future,” notes Roland Lee, the man-
aging director of Moneyplan Sdn Bhd.

“Proper training is essential,” says Yap Ming
Hui, the managing director of Whitman Inde-
pendent Advisors Sdn Bhd. “In order to pro-
vide his clients with a holistic big picture, the
financial advisor should have a wide know-
ledge of the financial products and services

available in the marketplace.” Apart from train-
ing, experience is another valuable asset.
“Wealth of experience is a plus,” says Roland
Lee.

Is there money to be made as a financial
planner? “There is money to be made as a fi-
nancial planner but the quantum would vary
with the planner’s level of activity,” say Roland

Lee. During this early stage of growth of the
financial planning industry, it would be harder
for a financial planner to make regular income
based on crafting financial plans alone. “There
is often a need to combine the financial plan-
ning fee with commissions earned from as-
sisting clients to procure financial products
for their portfolios,” he explains.

Roland believes that there will be a good
demand for qualified financial planners in
Malaysia. The public since some three
years ago has been constantly reminded
of the need to have financial planning ad-
vice and the advice more often leads to the

purchase of insurance policies, unit trusts,
investment products and properties.

“As can be seen today, many financial ser-
vices companies are actively employing finan-
cial planners to work for them as financial plan-
ning is used as a marketing tool to support
the sales of their financial products,” he says.

“Accountants,” says Roland Lee, “by
their accounting training would make
good financial planners. Their strong
points are their knowledge in the prepa-
ration of financial statements and tax plan-
ning. Generally, they need to complement
their skills with further knowledge on
how to evaluate risk, conduct investment
and estate planning.”

How to Separate
the Wheat from
the Chaff?

“In order to provide his clients with a holistic big picture, the financial
advisor should have a wide knowledge of the financial products and

services available in the marketplace … Wealth of experience is a plus.”

… Roland Lee, Managing Director, Moneyplan Sdn Bhd
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In the course of the past year, Fifa,
world football’s ruling federation,
has seen the two bodies it ap-
pointed to handle TV rights meet

sticky ends. At the same time, it has found
itself the subject of allegations of financial
mismanagement.

Its steadfast response — and that of its
embattled President, Sepp Blatter — has
been that the “show must go on”. Such ap-
pear to be the problems of organising a
World Cup, however, that those at the heart
of Fifa might have wondered on occasions
whether it was really worth it.

The key problem is the peculiar role
played these days by television. There
were times, now long gone, when the point

of a World Cup was the carnival of football
laid on by a kindly host nation in one part
of the world or another — one often so ex-
otic that results and reports of the games
seeped out over a number of hours. Today,
a huge TV market of fans — 1.2 billion,
about one-fifth of the world’s population,
is an oft-quoted figure — demands instant
news of every move and goal. The idea of
a World Cup without live TV coverage is
now almost impossible to imagine.

2002’s hosts suggest they will make big

money from the tournament. Japan has
invested nearly US$11 billion and South
Korea US$2 billion in building stadiums
and predict good returns from spectators
flocking to Asia’s first World Cup. Japan
says it expects US$25 billion and South
Korea US$9 billion. Dr Stefan Szymanski,
Reader in Economics at Imperial College,
London, suggests such figures are optimis-
tic and actual returns will be nearer US$9
billion and US$5 billion respectively. The
main beneficiaries of events like World
Cups, he adds, are “private corporations
and individuals, rather than economies.”

As for the event’s main sponsors — or
official partners, as they are known — the
likes of Budweiser, Gillette, MasterCard
and 12 other major corporations are re-
ported to be paying Fifa US$20-$25 million

for the privilege of having themselves as-
sociated with the competition. Fifa keeps
its cards close to its chest about how much
such sponsors pay, but companies like
Adidas and Coca-Cola, who were also in-
volved with the French World Cup in 1998,
renewed early after that event and are be-
lieved to have got a deal. The location of
2002 has been a problem. “Because of the
time zone difference, it would have been
more difficult to sell,” notes Alex Fynn, a
sports consultant.

B U S I N E S S / F I N A N C E
2 0 0 2  F I FA  W O R L D  C U P

World
Cup
Finance :
Who Nets the Cash? By Peter Chapman

Sofa-bound soccer fans the world over no
doubt breathed a sigh of relief when they
heard in April that despite the debt crisis of
Kirch — the German media giant responsi-
ble for selling the television rights of this
summer’s World Cup in Japan and South
Korea — TV coverage of the tournament
would go ahead. That said, what a struggle
it has been.

“Today a huge TV market of fans — 1.2 billion, about one-
fifth of the world’s population, is an oft-quoted figure —

demands instant news of every move and goal.”
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From the early days of its involvement,
Kirch was ebullient and boasted that 2002
would be the “first free enterprise World
Cup” as far as TV rights were concerned :
it would be staged “in a marketplace
marked by free competition between pub-
lic and private TV stations,” Kirch added.
Rights to the previous three World Cups
comprised a relatively modest package
deal between Fifa and the European Broad-
casting Union, and were agreed in the late
1980s when the excitement generated by
football was nothing like it was to become.

When the 2002 exercise got under way,
it was some of the thrill of the free enter-
prise economy hinted at by Kirch which
soon — and adversely — came into
play. While Kirch had been put to the
task of selling the European rights, ISL/
ISMM, the Swiss marketing agency
which was Fifa’s main commercial part-
ner, had that of selling to the rest of the
world; alas, it went bust in May last year.

Fifa insisted that it lost no more than
US$30 million as a result, though some al-
leged a similar sum had gone missing un-
der suspicious circumstances. Before
things got too nasty, Kirch strode manfully
into the breach and undertook to sell
the rights worldwide.

It agreed to pay Fifa a guaranteed
minimum of some US$815 million.
This was a staggering sum, given
that the rights for France ‘98 had
gone for US$148 million. By way of
further comparison, for the Mexico
World Cup of 1986 the figure was a
mere US$32 million.

Questions were raised over whether Kirch
could recoup such a sum and make a profit
but confidence in the pulling power of foot-
ball was high. Via Digital of Spain leapt in
quickly to pay US$180 million and ARD/ZDF
of Germany followed up with US$114 million.
In a major move, Latin American broadcast-
ers joined the fun to the tune of US$860 mil-
lion, though in a deal also covering the 2006
World Cup in Germany, for which Kirch had
agreed to pay Fifa US$938 million.

But things now got stickier. Kirch ap-
proached the UK market appearing to be-
lieve that potential broadcasters would
compete for the rights. But UK legislation
defined the World Cup as a “protected”

event, which had to be shown on free-to-
air TV. Thus, pay-TV operators such as Brit-
ish Sky Broadcasting were restrained from
joining in. At the same time, BSkyB made
it known that it would not have bid any-
way, since Kirch had “overvalued the Eu-
ropean rights for the event without doing
their homework”.

BBC-ITV, as is their habit with the World

Cup, approached negotiations jointly and
railed at Kirch’s asking price of £170 mil-
lion (US$245 million). “Previously the BBC
and ITV got things at such a giveaway rate
that anything reasonable seemed astro-
nomical,” says Fynn, adding that the two
UK broadcasters had paid less than a com-
bined £4 million for France ‘98. They even-
tually agreed with Kirch on £160 million,
though with the 2006 rights thrown in.

The French commercial channel TFI and
Italy’s, state company RAI hung on for simi-
lar agreements. The upshot was that when
other smaller deals were included (any-
thing from US$20 million from Belgium,
to US$3 million from Slovenia) Kirch had
accumulated a little short of US$900 mil-

lion from its European arrangements
alone. This showed a profit, although one

complicated by some of the agreements
also covering the rights for 2006.

A cloud of uncertainty descended
last month, however, as a result of
KirchMedia, the core rights and free-
TV unit of the heavily indebted Kirch
group, filing for insolvency. Kirch’s cri-
sis was not the result of its World Cup
efforts and steps were quickly taken to

try to protect them.
With Kirch’s creditor banks’ agreement,

the rights have been spun off into a Swiss-
based subsidiary, KirchSport. Reassuring
noises have been made to one and all, mean-
while, that a televised 2002 is guaranteed.

That may well prove the case but the
excitements of the past year have left
their mark on the organisers of world
football. After the ISL/ISMM col-
lapse gave rise to much criticism, the
recent uncertainties prompted by the
Kirch crisis have led to Blatter’s op-
ponents arguing that it is time for him
to go.

Votes will accordingly be taken at Fifa’s
pre-World Cup meeting in the South Ko-
rean capital Seoul on 29 May and, while
not exactly probable, it is always conceiv-
able its President could find his head be-
ing kicked around in the guise of a politi-
cal football.

The real games start two days later as,
again in Seoul, reigning champions France
take the field against Senegal.

Note :  Article reprinted with permission from
Accounting & Business magazine (May 2002 is-
sue), published by Certified Accountant Ltd., a
subsidiary of the Association of Chartered Ac-
countants (ACCA).
Peter Chapman is a sports editor at the Finan-
cial Times website FT.com and author of the Goal
Keeper’s History of Britain (Fourth Estate, £7.99)
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“… 2002 would be the “first
free enterprise World Cup” as

far as TV rights were con-
cerned : it would be staged “in
a marketplace marked by free
competition between public

and private TV stations”,
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B U S I N E S S / F I N A N C E



Akauntan Nasional16 June 2002

The eXtensible Business Report-
ing Language (XBRL) is a mark-
up language that tags data re-
ferred to as taxonomies (which

is a dictionary of tags). Because items are
individually tagged, report preparers can
readily reposition specific elements in fi-
nancial reports to satisfy requirements of
different users, such as lenders, regula-
tors, investors and analysts, and those
users can choose to retrieve the items
they want. This improved efficiency in
rendering and distributing financial and
business reports has sparked strong in-

terest in the financial and business com-
munity.

For example, the financial industry is fo-
cusing on improving interoperability be-
tween financial applications through a stan-
dard data format for transmitting account-
ing information. XBRL specification uses
accepted financial reporting standards and
practices, and aims to generate
standardised definitions of how financial
and business information is stored and
communicated.

The problem today is that there is no
common, generally accepted format for

business and financial reporting data to be
moved between applications. Information
is often re-entered into various applications
for interpretation, and is sometimes re-
keyed into a third software application for
analysis.

Standard Terminology is
Always an Issue

XBRL uses a financial reporting specifi-
cation, agreed upon by key members of the
financial information supply chain that al-
lows an ‘open’ exchange of financial report-
ing data across all software and technolo-

T E C H N O L O G Y
X B R L

An XBRL Update :
Getting Down to Business
By Brian L. McGuire, PH.D., CPA, CMA ASSOC. PROF., AIS AT UNIVERSITY OF SOUTHERN INDIANA

Abbas Foroughi, PH.D., PROFESSOR, CIS AT UNIVERSITY OF SOUTHERN INDIANA

& Liv A. Watson, DIRECTOR OF XBRL AT EDGAR ONLINE INC.
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XBRL MEMBERSHIP
gies (including the Internet). ‘Open’ means the standard
is vendor-independent and is not bound to particular pro-
gramming languages, authoring tools, or delivery en-
gines. For example, an accounting report could be sent
to a bank, creditor, or regulator y agency, and the
recipient’s system could interpret and reformat the infor-
mation without any confusion.

XBRL is a framework based on XML (eXtensible Mark-
up Language) that is freely licensed and facilitates the
automatic exchange and reliable extraction of financial
information among various software applications any-
where in the world. XML is a method used to add struc-
ture and context to unstructured information. The World
Wide Web consortium (W3C) recommended XML as an
improvement of HyperText Mark-up Language (HTML),
as it allows more relevant searches to be done once data
has been tagged. XBRL is also an international recom-
mendation for standardisation by the XBRL International
Consortium.

XBRL recently finalised the Enhanced XML Scheme-
Based Specification for Global Business Reporting. This
release implements the new World Wide Web Consor-
tium (W3C) XML Scheme Recommendation and utilises
other new technologies (such as XML Linking). Sample
files (XML and XSD) that help explain the concepts and
features of XBRL 2.0 can be viewed on-line or can be down-
loaded as a single Zip format archive (the final release
can be viewed at www.xbrl.org).

EDGAR Online Inc., recently launched “XBRL Express”
(http://www.edgar-online.com/xbrl), a public repository
for company financial statements tagged in XBRL
(eXtensible Business Reporting Language) format. XBRL
Express is a single source for analysts, investors, credit
and lending institutions, news organisations and accoun-
tants to source company financials prepared and pub-
lished in XBRL format.

XBRL Membership
XBRL is gaining international momentum very rapidly

and has grown significantly over the past year from a
single-country, 12-company supported project to an in-
ternational consortium of 140 organisations with over a
trillion dollars in market capitalisation (see Table 1). XBRL
International also recently announced its intent to create
a new membership category for individual experts.

Such participants may get involved in XBRL on a per-
sonal basis. This new membership category will enable
academics, researchers, and other experts to become
more formally involved with XBRL. More information on
this new opportunity will soon be distributed to those who
have registered at the XBRL website.

XBRL Jurisdiction Reports
There are numerous formally established XBRL ju-

risdictions throughout the world. Such as Australia,

ACCPAC International, Inc.: Advisor Technology Services, LLC; Ameri-
can Institute of CPAs; Andersen; Asahi & Co.; Asia Securities Print-
ing; Anthem Software; Audicon; Australian and New Zealand Banking
Group, Ltd; Australian Prudential Regulation Authority; Australian Stock
Exchange; BDO Seidman, LLP; Beacon IT; Best Software; Bowne &
Co., Inc.; Bryant College; Canadian Institute of Chartered Accoun-
tants; CaseWare International Inc.; Certified General Accountants of
Canada Association of Canada; ChuoAoyama Audit Corporation;
Cogniant, Inc.; Council of Koninklijk Nederlands Instituut van
Registeraccountants (NIVRA); Count-net.com SA; CPA Australia;
Crowe, Chizek and Company, LLP; Chuo System Service Co.; Cre-
ative Solutions, Inc.; DATEV e.G.; Defense Finance and Accounting
Service (DFAS); Deloitte Touche Tohmatsu; Deutsche Bank AG;
Deutsche Börse AG; Deutsche Bundesbank; Deutsche Vereinigung
für Finanzanalyse und Asset Management; Digital Notarization Au-
thority; Diva Corporation; Dresdner Kleinwort Wasserstein; DRSC;
EDGAR Online, Inc.; eKeeper.com; e-Numerate Solutions Incorpo-
rated; ePace! Software; ePartners, Inc.; Epicor Software Corporation;
Ernst & Young; eStilil Co.: Federal Deposit Insurance Corporation;
Fidelity Investments; Financial Reporting Solutions (Pty) Ltd.; Finan-
cial Software Group; FinArch; FRx Software Corporation; Fujitsu;
Gcom2 Solutions; General Electric Company; Global Filings, Inc.; Grant
Thornton LLP; Haarmann, Hemmelrath & Partner; Hitachi; Hitachi Sys-
tem and Services; HOLT Value Associates; Hong Kong Society of
Accountants; Hyperion Solutions Corp.; IBM; IDW; Information Man-
agement Australia Pty Ltd; InnoData GmbH; Innovision Corporation;
Institut der Wirtschaftsprüfer; Institute of Chartered Accountants in
Australia; Institute of Chartered Accountants in England & Wales; In-
stitute of Chartered Accountants in Ireland; Institute of Certified Pub-
lic Accountants in Singapore; Institute of Chartered Accountants of
New Zealand; Institute of Management Accountants; International
Accounting Standards Board; International Federation of Accountants
J.P. Morgan Chase; Japanese Institute of Certified Public Accoun-
tants; JISA (Japan Information Service Industry Assn); KPMG; KPMG
Consulting; Lawson Software; Media Fusion Co.; Microsoft Corpora-
tion; Microsoft Great Plains Software, Inc.; MIP, Inc.; MIS Deutschland
GmbH; Moody’s Risk Management Services, Inc.; Morgan Stanley;
National Centre of Charitable Statistics (NCCS) National Information
Infrastructure Enterprise Promotion Association (Taiwan); Navision;
NEC Corporation (Japan); New River, Inc.; Newtec; Nihon
Intersystems Co.; Nihon Keizai Shimbun, Inc.; Nihomashi Corpora-
tion; PCA Corporation; PeopleSoft, Inc.; PPA GmbH; Practitioners
Publishing Company; PricewaterhouseCoopers; R.R. Donnelley Finan-
cial; Reuters Group LP; RIA; Sage Software; SAP AG; Shin Nihon &
Co.; Software AG; Syspro; Takara Printing; Teikoku Databank; The
Woodburn Group; Thomson Financial; Tohmatsu & Co.; Tokyo Shoko
Research; Toyo Keizai Inc.; UBMatrix; U.S. Census Bureau; XSI (for-
merly XBRL Solutions, Inc.).

T A B L E  1

XBRL membership includes the following 140
companies and international organisations :
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Canada, Germany, Japan,
Singapore, the UK and the
US. In addition, there are
numerous jurisdictions
that are expected to for-
mally launch in the next
year, including Belgium,
Denmark, Hong Kong, In-
dia, Ireland, Netherlands,
New Zealand, South Af-
rica, Spain, and Taiwan.
XBRL interest and activi-
ties are also increasing in
Argentina, Brazil, China,
France, Italy, Malaysia,
Switzerland and Venezu-
ela. The following sec-
tions examine some of
these formally estab-
lished XBRL jurisdictions.

 XBRL Australia
Australia is now fo-

cused on developing
an Australian-specific
taxonomy and setting up a legal entity to
house the XBRL initiative. Once this is es-
tablished, membership of XBRL Australia
will be formalised and efforts will be di-
rected towards expanding the membership
base in order to fund ongoing development
and promotion of XBRL. In December
2001, XBRL Australia won a Guensey Fi-
nancial Award announced by the Austra-
lian Federal Government’s Information
Technology Online Programme. The
AU$160,000 grant will focus on providing
funding for the development of the XBRL
Australian taxonomy for financial state-
ments.

 XBRL Canada
XBRL Canada has

been established and
interested parties are
joining as members. Formal members and
a number of interested parties have been
assisting with Canadian efforts while wait-
ing for the formal structure of membership
to be finalised. XBRL Canada has created
and is training two working groups: PR and
Liaison and Taxonomy Development (Do-
main). Work has started on developing a
Taxonomy based on the concept of a data
dictionary. In order to avoid duplication of

fessionals” and “XBRL
Symposium for Accoun-
tants and Generalists”).
The goal of the first semi-
nar was to bring about an
awareness of XBRL’s im-
portance to the software
industry in Japan and to
encourage the develop-
ment of XBRL-related soft-
ware products. The sec-
ond seminar was an oppor-
tunity to enhance the
visibility of XBRL among
accounting professionals
while encouraging them to
learn more about XBRL
and its benefits. XBRL Ja-
pan continues to gain mo-
mentum with more

organisations joining the consortium. To
date, XBRL Japan consists of 33 member
organisations.

In addition, a group led by Dr. Hiroshi
Shirakawa at the Tokyo Institute of Tech-
nology “Centre of Research for Advanced
Financial Technology” (CRAFT) and
sponsored by the R&D Centre at Toshiba
Corporation reported using a credit risk
management service that used XBRL. The
engine for the Credit Risk Management
ser vice (called the “CRAFT Scoring
Method”) uses financial information, as
well as other information to derive bank-
ruptcy probability and ratings. CRAFT
uses the information supplied by a private
research institution (TSR) in XBRL for-
mat. This “CRAFT” example demon-
strates that when businesses disclose fi-
nancial statements in XBRL format, virtu-
ally anyone can download the financial
statements and upload them into this
CRAFT Scoring model for analysis.
CRAFT was carried out with the coopera-
tion of Tokyo Shokoi Research, which
supplied the group with the XBRL Tax-
onomy and XBRL Instance sample.

New Zealand
New Zealand is cur-

rently developing the
first draft of the New Zealand taxonomy
and hopes to have it completed in 2002.
New Zealand is also participating in the
development of the IAS taxonomy and will

T E C H N O L O G Y

efforts, XBRL Canada is reviewing the ef-
forts of the IAS and US groups and coordi-
nating with the Dictionary of Accounting
terms (developed by the CICA and ap-
proved in Canada, Belgium and France),
and incorporating it into the Canadian
model wherever possible.

 XBRL Germany
XBRL Germany has

been formally estab-
lished since summer,
2001 and is currently endorsed by approxi-
mately twenty member organisations. Its
supporters include institutions and compa-
nies covering the industries of accounting,
banking, financial services and software.
XBRL Germany has developed a draft tax-
onomy for German Accounting Principles
(German AP), and it is creating a taxonomy
that will cover the specifics of German en-
terprises applying IAS, which will be an
integrated part of the set of IAS taxonomies
derived from the IAS core taxonomy.

 XBRL Japan
XBRL Japan an-

nounced the first draft
of the Japan GAAP
C&I Taxonomy for Financial Statements in
September 2001 and made it available for
public comment. During November-De-
cember, XBRL Japan hosted the “XBRL
Japan Forum” which consisted of two con-
ferences (“XBRL Seminar for Software Pro-



19Akauntan NasionalJune 2002

ensure that the New Zealand taxonomy
integrates with it. In addition, the New
Zealand steering committee is developing
its work plan for the next year, and the New
Zealand jurisdiction is planned for launch
in mid-2002.

 XBRL US
XBRL US is focus-

ing its resources and
attention on adoption in the financial ser-
vices sector. Workgroups have been
formed to work with financial institution
members and other participants to build
case studies. In addition, Bank of America
successfully demonstrated the piloting of
XBRL using real client data being trans-
ferred from QuickBooks to XBRL. Further-
more, XBRL US will be updating the C&I
taxonomy to the new release of SpecV2, re-
cent changes in GAAP, and adoption of best
practices identified in the last year.

XBRL Liaison Activities
Liaison activities continue to span a very

wide number of countries, industries, com-
munities and purposes. The following sec-
tions provide examples of a few of the on-
going liaison activities.

XBRL for Stock Exchanges
XBRL for Stock Exchanges is continu-

ing to gain interest. For example, the Aus-
tralian Stock Exchange is now a full mem-
ber of XBRL Australia, and the Hong Kong
Stock Exchange sits on XBRL Hong Kong’s
Steering Committee. NASDAQ–XBRL rep-
resentatives met with NASDAQ, and
NASDAQ Europe’s CEO (Mike
Sanderson) recently gave the keynote pre-
sentation at the XBRL International meet-
ing in Berlin. In addition, the German
Stock Exchange (Deutsche Boerse AG) is
now a full member of XBRL Germany, and
XBRL representatives have met individu-
ally with exchanges in London, Singapore,
Tokyo, and other countries.

In a November 2001 report, the Joint
Financial Management Improvement Pro-
gram recommended the use of XBRL by
US government agencies, such as the Trea-
sury Department, General Accounting Of-
fice, Office of Management and Budget,
Office of Personnel Management, and the
FDIC.

XBRL for Financial Services
XBRL has met with representatives of

numerous financial service trade associa-
tions. In addition, XBRL is working with in-
ternational organisations (such as the BIS,
IMF, and the UN). An announcement about
suppor t and potential collaborative
interoperability efforts is expected later in
2002. XBRL International presented to the
Accounting Task Group of the Basel Com-
mittee on Banking Supervision (BCBS) in
Basel, Switzerland in November 2001 and
to the Basel Committee’s Transparency
Group in San Francisco in January 2002.

XBRL International is considering the de-
velopment of XBRL taxonomies related to
the Basel Committee’s New Capital Accord
that might help financial service companies
comply with the new guidelines. XBRL for
the Basel Committee’s New Capital Accord
was recently discussed as part of the bank-
ing and insurance regulatory reporting track
at the XBRL International Conference in
Berlin.

XBRL and a variety of banking trade as-
sociations/members are in the process of
developing XBRL for other areas of bank-
ing. Members of XBRL recently partici-
pated in a conference call with a represen-
tative of the US X9 Committee (which is a
member of ISO’s TC68 Financial Services
committee). The X9/TC68 connection is a
potentially powerful one, since ISO TC68
is responsible for a large number of bank-
ing commerce standards.

Moody’s Investor Services and a promi-
nent international bank are using a pilot
programme that enables the bank to receive
XBRL-coded financial information from loan
customers. It is hoped that using XBRL will
enable the bank to process customer busi-
ness information more quickly, accurately,
and cost effectively. Moody’s Risk Manage-
ment Services is incorporating XBRL into the
credit risk assessment software, Moody’s Fi-
nancial Analyst (MFA), which banks and fi-
nancial institutions use for portfolio manage-
ment, commercial lending, and other activi-
ties. Moody expects that adding XBRL will
give its customers increased accuracy, and
savings in cost and time.

XBRL for Insurance
 XBRL International members met in

November 2001 with representatives of the

XML-based insurance organisation called
“ACORD” (ACORD is the global e-stan-
dards organisation for the insurance indus-
try). ACORD also participated in an insur-
ance track for the Financial Services-
themed XBRL Meeting in Berlin in March
2002. In addition, a collaboration to develop
XBRL for insurance industry reports was
discussed in Berlin.

XBRL Software Products

ACCPAC’s Advantage Series XBRL :

�   Facilitates
the export of fi-
nancial reports
to an XML-
based standard
format.

�  Midsize com-
panies operat-

ing in many locations can benefit from
ACCPAC’s adaptability to existing infra-
structure and technologies and from the
multi-company, multi-currency, and mul-
tilingual functionality it offers.

� Ideal for companies interested in com-
prehensive business management solu-
tions for financial and operations man-
agement and E-Business.

CaseWare Working Papers :

� Imports data, maps it to
XBRL tags, and generates
XBRL documents and re-
ports and HTML files for
direct publishing to a
website.

� Allows generation of GAAP financial
statements and provides real-time inte-
gration that automatically updates rel-
evant documents.

FRx Software Corp’s version 4.0 FRx
Forecaster product :

�  Supports XML and XBRL
standards for streamlining
data exchange between sys-
tems from multiple ven-
dors.

� Shor tens implementation time, in-
creases accuracy, eliminates re-keying of
information and the need for customised
interchange mechanisms.
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PricewaterhouseCoopers’ EdgarScan :

� Parses files from the Securities and Ex-
change Commission’s servers, finding
key financial tables and converting finan-
cial data to a common format for all com-
panies.

� Users can access the converted financial
statements, footnotes, extracted financial
data and computed rations.

e-Numerates XBRL Developer :

� Automates the integration of XBRL into
financial reporting.

� Taxonomy Builder/Editor allows creation
of customised internal taxonomy for a
company’s financial reporting practices.

� Taxonomy Mapper — enables compa-
nies to pull financial data from many data
sources into one XBRL document.

� Instance Document Creator — enables
creation of encoded XBRL files as in-
stance files containing specific pieces of
financial data.

� Report Builder — provides style sheets
that translate encoded XBRL files into a
readable report.

eKeeper.com’s eKXBRL :

� Reduces the time
needed to generate

XBRL-compatible codes by simplifying the
manipulation of EBRL items and elements.

The Future for XBRL
According to a recent article in Strate-

gic Finance, the reality of XBRL is begin-
ning to catch up with the original hype over
its potential. As stated previously, over 140
of the world’s leading accounting, techno-
logy and financial services companies are
supporting the development and use of Ex-
tensible Business Reporting Language
(XBRL). XBRL is an ambitious project that
has matured into something more than just
a vision into a highly creditable effort. In
the wake of the Enron scandal, more and
more companies understand the impor-
tance of spending more time watching over
their finances and accounting practices —
and less time on the mechanics of devel-
oping and analysing financial statements.
XBRL promises to make this possible.

XBRL is picking up momentum all over
the world, with several key developments

taking place in the last few months. For
example, the Australian Prudential Regu-
lation Authority (APRA) has adopted
XBRL, and XBRL Specification 2.0 was re-
cently released. In addition, Edgar Online
created an XBRL repository, and Reuters,
Morgan Stanley, Microsoft and EDGAR
Online posted their financial statements on
the Web in XBRL. Furthermore, XBRL ju-
risdictions continue to grow stronger, and
US government agencies continue to pur-
sue ways to use XML/XBRL.

The benefits of XBRL are not limited to
financial analysts or public companies. Al-
most everyone in the financial and business
information supply chain — public and pri-
vate companies, accountants, regulators,
analysts, the investment community,
financial institutions, software developers,
and data aggregators — will find it worth-
while to take advantage of the enhanced data.
All users of financial and business informa-
tion stand to benefit from accessing accurate,
timely data in a more flexible fashion.

“XBRL is an ambitious project that has matured into something more than
just a vision into a highly creditable effort. In the wake of the Enron scandal,

more and more companies understand the importance of spending more
time watching over their finances and accounting practices —and less time

on the mechanics of developing and analysing financial statements.”

AN
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Introduction
The ability of a business to manage the

environmental impact of its product is now
becoming a strategic issue. Managers today
are not only expected to reduce lead times,
improve quality, reduce costs and enhance
manufacturing flexibility, they are also ex-
pected to become more environmentally
responsible. Implementing formal environ-
mental management systems has the poten-
tial to help companies improve its environ-
mental performance and at the same time
it enhances economic performance. Recog-
nising the need for a global approach to

one way that a company will be able to dem-
onstrate to its customers, suppliers, com-
petitors and regulators that it is serious
about environmental stewardship. In Ma-
laysia, for example, there were 101 certi-
fied sites in 1999. In 2001, the number rose
to 137. What brought about the increase?
More specifically, are there benefits to cer-
tification? To examine this issue, we con-
ducted a postal questionnaire survey on
certified sites in Malaysia. Our results re-
veal interesting insights which we hope
would act as a catalyst for other companies
to embark on certification or at the very
least, to have in place a formal EMS. Our
paper is structured in the following man-
ner. The next section briefly discusses ISO
14001. Section 3 provides anecdotal evi-
dence from overseas, enumerating the ben-
efits certified companies have enjoyed.
Section 4 elaborates on our findings while
section 5 concludes.

C O M M E R C E  A N D  I N D U S T RY
M A N AG E M E N T

Environmental
Management Systems :
Perceptions of ISO 14001 certified sites

environmental management, the Interna-
tional Organisation for Standardisation
(ISO), in 1996, introduced the ISO 14000
series of standards. This family of standards
focus on various aspects of environmental
management. However, of interest in our
study is ISO 14001, the standard that deals
specifically with environmental manage-
ment systems (EMS) and also provides for
a certification process.

Currently, there is an increasing trend,
worldwide, in the number of companies
gaining certification. This is not surprising
since getting the ISO 14001 certification is

22 Akauntan Nasional June 2002
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ISO 14001, the Standard on
Environmental Management

Systems (EMS)
The ISO 14001 standard is based on the

basic premise that its implementation will
lead to both economic and competitive ad-
vantages for the enterprise as well as en-
hance sustainable development. To put it
simply, the ISO 14001 EMS programme is
a more proactive approach to environmen-
tal excellence, resulting in cost savings, less
legal liability and a positive public image.
Additional advantages claimed include in-
creased investor confidence, improved ac-
cess to capital, reduced capital cost, better
conservation of materials, ability to express
due diligence, reduced insurance premi-
ums, reduced waste, improved process
efficiencies, improved organisational cul-
ture and improved environmental perform-
ance. Thus, the ISO 14001 certification ena-
bles companies to fulfil two requirements :
the need for a system that will help the or-
ganisation address all its legal, commercial
and other challenges related to the environ-
ment and the need to assure those outside
the company that it is meeting its stated
environmental policies.

There are four basic steps to the ISO
14001 EMS :

environmental policy and planning;

implementation;

checking and corrective action; and

management review.

The organisation must first develop its
environmental policy, detailing the environ-
mental objectives and targets that the or-
ganisation is committed to achieve in a
desired period. The environmental policy
should include commitments to prevention
of pollution, compliance with environmen-
tal legislation and must provide for con-
tinual improvement. Planning is critical.
The company must identify the environ-
mental impacts of the organisation’s activi-
ties, products and services. The policy
must be realistic, achievable and tailored
to the environmental aspects of the com-
pany’s products and/or services.

Implementation is putting the plans into
action. Top management commitment is
imperative. Staff must be made aware of
their responsibilities and the organisation’s
commitment to its environmental policy.

Proper documentation is essential. Com-
panies are required to document the en-
tire EMS process from establishing their
environmental goals to achieving the re-
sults; showing all procedures, work in-
structions and processes. There is also a
need for proper operational control and
emergency preparedness.

In the checking and corrective action
stage, the organisation must monitor and
measure the key characteristics of its op-
erations and activities on a regular basis.
The checking and corrective action ele-
ments of the system help ensure continu-
ous improvement by addressing root
causes or non-conformances. It is at this
stage that the auditing aspects become
pertinent.

The ongoing management review of the
EMS and its elements help ensure the con-
tinuing suitability, adequacy and effective-
ness of the programme. In addition, the
management review gives the system cred-
ibility and reinforces its diligent operations.

Benefits of certification
There is ample evidence on the benefits

of certification from overseas. Implement-
ing the ISO 14001 EMS has helped one of
Rockwell’s automation plants reduce its
hazardous waste by 18 per cent. Ford’s
Lima engine plant reduced its piston tin
plating process resulting in a reduction in
water usage by 2.4 million gallons annu-
ally. Lockheed Martin’s Syracuse plant
was able to reduce its wastewater reduc-
tion by 86 per cent, solid waste reduction
by 78 per cent and a process waste reduc-
tion of 34 per cent. In addition, recycling
at the plant improved by 22 per cent. Simi-
larly, Milan Screw, an SME (small and
medium-sized enterprises) in Michigan,
repor ted a cost savings of US$20,000
when the company designed a better oil
removal system as a result of putting in
place the ISO 14001 EMS. One company
in the US reported that it was not only able
to recycle 94 per cent of its waste, it also
enabled the company to create a profit
centre.

Firms in Brazil reported enhanced pub-
lic image as one of the greatest benefits of
ISO 14001 certification. Evidence from
Formosa Plastics Corp. in Livingstone,
New Jersey also supported this contention.

In Japan, however, it was found that only
the “first” firm which obtained certification
in a given industrial sector, enjoyed this
benefit. Other benefits cited include in-
creased market share (when customers
seek only ISO 14001 certified suppliers)
and improved profitability (through waste
reduction). Additionally, ISO 14001 certi-
fication also leads to improved customer
satisfaction, improved efficiency of opera-
tions and processes, improved community
relations, cost reduction, and improved
risk management practices. Other ISO
14001 certified companies reported in-
creased compliance with complicated regu-
lations, more motivated employees, more
transparent and effective organisations,
lower risk of liabilities, better allocation of
responsibilities and a better information
flow of environmental matters. The last is
obvious since the documentation required
provides for a smoother and a more sys-
tematic information flow throughout the or-
ganisation.

The evidence just provided serves to
support the contention that, indeed, an ISO
14001 EMS would enable a company to si-
multaneously improve its bottom-line and
its environmental performance. However,
it would be interesting to examine if
Malaysian certified sites echo these senti-
ments.

The Survey
Questionnaires were sent to all 137 ISO

14001 certified sites in Malaysia as at 30
June 2001. The list was obtained from
SIRIM QAS Directory of Certified Prod-
ucts and Companies, 2001. Altogether, 58
sites responded to the survey, giving a re-
sponse rate of approximately 42 per cent.
Respondents represented a variety of po-
sitions and functions including environ-
mental managers, environmental engi-
neers, TQM managers, QCC managers,
safety and health officers, safety and train-
ing managers, environmental, safety and
health (ESH) managers and superintend-
ents of sites.

Impact of certification
On a scale of ‘1’ (least impact) to ‘5’ (most

impact), respondents were asked to rate
the impact of the ISO 14001 certification
on various performance measures such as

1

2

3

4
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whether or not ISO certification :

a) resulted in their company exploring
alternative technologies;

b) enhanced the reputation of the com-
pany;

c) significantly reduced waste in their pro-
duction process;

d) placed reasonable demands on the in-
formation system and data require-
ments;

e) improved the company’s chances of
penetrating the international market;

f) helped the company design better
products;

g) improved the company’s competitive
edge;

h) significantly reduced overall costs;

i) improved the quality of the product; and

j) significantly reduced lead times.

As can be observed from Table I, en-
hancing the reputation of the company
ranked tops with a mean of 4.19 out of a
possible 5. The low standard deviation in-
dicates a general consensus amongst the
respondents. Waste reduction came a close
second with a mean of 3.96. Thus, ISO
14001 certification is not a meaningless
label. Indeed, ISO 14001 cer tified
Malaysian companies surveyed did per-
ceive that waste was reduced, thus indicat-
ing that certification actually leads to envi-
ronmental improvement. Improving the
company’s competitive position and the
company’s chances of selling products in-
ternationally, ranked third and fourth re-
spectively. Although these factors are nei-

ther quantifiable nor measurable, the re-
sults here provide an indication that re-
spondents do perceive that there are ben-
efits to certification. However, the ISO
14001 certification was perceived as hav-
ing lesser impact on the reduction of lead
times, the improvement of product quality
or the reduction in overall costs. It is inter-
esting to note that while the respondents
in our study did not feel that instituting a
formal EMS has led them to investigate
alternative technologies and procedures,
a study conducted in the US found other-
wise. Companies in the US perceived that
having in place an EMS has led them to
examine alternative technologies and pro-
cedures which eventually led them into
redesigning more “environmentally
friendly” products and production proc-
esses. For example, AT&T redesigned
their circuit board cleaning process, which
eliminated the use of chemicals and even-
tually reduced their costs by US$3 million
annually.

Comparing the costs and benefits
According to Corbett and Kirsch (2000),

obtaining the ISO 14001 certification is
neither a major resource intensive under-
taking nor excessively expensive or oner-
ous. One study in Europe puts the costs
from 50,000 to 100,000 Euro (RM 175,000
to RM 350,000). Another study in the US
reckons the cost of putting in place an ISO
14001 EMS is between US$15,000 to
US$150,000 per site (RM 57,000 to RM
570,000). The cost is generally dependent
on the size of the site and whether or not
the company possesses prior experience
with the implementation of ISO 9000

standards on quality. Rockwell Automa-
tion spent about US $50,000 for each of
its 44 ISO 14001 certified sites. The costs
involved the cost of training, documenta-
tion, process modification, registration
fees, registration maintenance, organisa-
tional adaptation and legal consequences.

While costs may be immediate and
measurable, the benefits are far more dif-
ficult to determine. How does one put a
dollar value on, say, “improved corporate
image” or “increased competitiveness”?
However, like any business decision, be-
fore embarking on certification, it is only
natural for a company to ensure that the
benefits exceed its costs. To address the
issue as to whether or not the benefits of
certification far outweighed its costs we
sought respondents’ perception on a
scale of `1’ (strongly disagree) to ‘5’
(strongly agree), the extent they agreed
with the following statement : “The ben-
efits of ISO 14001 cer tification far out-
weigh its costs.”

The mean of 3.7 indicated that respond-
ents were leaning more towards ‘strongly
agree’. Thus, it can be inferred, somewhat,
that certified sites in Malaysia do perceive
certification actually brings more advan-
tages to the company as compared to its
costs.

Conclusion
The results of our study have shed some

light on whether or not cer tification
brings with it the numerous advantages
claimed. Indeed, there are certainly ben-
efits to gaining the ISO 14001 certification.
Additionally, respondents surveyed per-
ceived that the benefits did outweigh its

C O M M E R C E  A N D  I N D U S T RY

ISO certification has : Std  devn Mean Rank

a. helped enhance the reputation of the company 4.19 0.78 1

b. significantly reduced waste within the production process 3.96 0.78 2

c. significantly improved the company’s position in the market place 3.7 0.84 3

d. improved chances of successfully selling its products in international markets 3.68 1.11 4

e. caused the company to investigate alternative technologies and procedures 3.62 0.93 5

f. helped the company design/develop better products 3.46 0.95 6

g. placed reasonable demands on the information systems and on data requirements 3.38 1.04 7

h. significantly reduced overall costs 3.2 0.89 8

i. significantly improved product quality 3.17 0.82 9

j. significantly reduced lead times 2.85 0.99 10

T A B L E  1
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cost. Consequently, as accountants, we
should be proactive and assist our organi-
sations to address environmental issues
by instituting a formal EMS. A strong
EMS is essential to assist companies in
systematically identifying and managing
their environmental obligations and risks.
While any model of EMS may provide en-
vironmental improvement, companies
(here and overseas) that have imple-

mented the ISO 14001 EMS have ben-
efited in terms of operating efficiencies
and improved marketing opportunities.
However, before any organisation is ready
to put in place a formal EMS, the company
must first build a culture for environmen-
tal reform. This would be made easier if
each one of us realises that there would
be no long-term economic development
without environmental reform. More im-
portantly, the CEO must set the tone at
the top. A major ef for t in identifying,
measuring and reporting environmental

impact cannot start until the CEO is fully
committed to improve environmental
management. Companies that are think-
ing of developing an important expertise
in environmental management must real-
ise that being proactive would prove less
costly in the long run. Proactive environ-
mental strategies could help companies
mitigate legal, regulatory and community
concerns. To conclude, we would like to

quote Frank Popof f, Dow Chemical’s
CEO. He warned that,

“No matter how competitive you are and
how globally you trade, if you are environ-
mentally irresponsible someone can and
will — and should — padlock your door.”

Thus, business enterprises cannot take
a lackadaisical attitude towards the envi-
ronment. We should now treat the environ-
ment as an asset to be valued!
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Introduction
The concept just-in-time (JIT) has engen-

dered great interest internationally since
the early 1980s. The term just-in-time re-
fers to the idea of “producing the neces-
sary units in the necessary quantities at
the necessary time” (Monden, et al., 1985,
p. 74). The basic thrust of the JIT system
is elimination of unnecessary inventories
and waste from all parts of the manufac-
turing process, starting from product de-
sign to product deliver y. Johnson and
Kaplan (1987) argued that one of the ma-
jor sources of manufacturing excellence

comes from significant reduction in the
levels of work-in-process (WIP) invento-
ries. They criticised conventional wisdom
in business and academic communities
that inventory could be optimised as de-
termined by the Economic Order Quantity
(EOQ) formula.

The JIT system was pioneered by the
Toyota Corporation during the 1970’s and
has since spread to other Japanese com-
panies and companies from all over the
world. Keller and Krazazi (1993) argued
that the system is recognised as the con-
tributing factor to Japan’s reputation for
superior product quality and growth in pro-
ductivity. In today’s business environment,
companies are confronted with intensify-
ing competition in the local as well as glo-
bal markets. In order to survive and pros-
per in today’s market, an organisation
needs to be equipped with appropriate
strategies that are consistent with its envi-
ronmental demands for efficiency, effec-

tiveness and customer responsiveness.
One of such strategies is the adoption of
advanced manufacturing technologies. JIT
is considered as the first step in implement-
ing more advanced technologies such as
Computer Integrated Manufacturing
(CIM) and ultimately computer integrated
enterprises, in which all functional areas
of the entire firm are automated (Young &
Selto, 1991).

Traditionally companies, especially
those in the manufacturing sector, main-
tain a large amount of inventories as buff-
ers so that operations can run smoothly

even if there are unanticipated disruptions.
Johnson and Kaplan (1987) gave three
common reasons for holding high levels
of inventory :

Protection against poor quality produc-
tion;

Long setup times on many manufactu-
ring equipment; and

Protection against uncertainty in deli-
very times from suppliers.

Among the key elements of the JIT sys-
tems are JIT manufacturing and JIT pur-
chasing.

JIT Manufacturing
The JIT concept is based on the premise

of continuous improvement and elimina-
tion of waste and non-value added activi-
ties such as inventories, process times, in-
spection time, storage time, long setup
time, reworks and rejections, as well as
unnecessary accounting procedures. In-

ventories are regarded as waste because
they tie up resources such as space, capi-
tal and labour. They also conceal inefficien-
cies in production and increase the com-
plexity of a company’s information systems
(Cobb, 1991).

Under an ideal situation, companies op-
erating a JIT system would purchase only
enough materials to meet the daily needs
and maintain zero levels of inventory. Al-
though few companies are able to reach
this ideal, many companies are able to re-
duce their inventory levels significantly,
thus resulting in tremendous savings in

C O M M E R C E  A N D  I N D U S T RY
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1

“The basic thrust of the JIT

System is elimination of unneces-

sary inventories and waste from

all parts of the manufacturing

process, starting from product

design to product delivery”.

ordering and warehousing costs, and much
more effective operations.

The flow of goods in JIT manufacturing
is controlled by a pull approach in contrast
to a push approach used in conventional
manufacturing systems (Schonberger,
1982, 1986). Under the pull approach, cus-

tomer orders will initiate the number of
finished goods to be assembled at the fi-
nal assembly stage, which in turn signals
out using a tag-like card called Kanban, to
the preceding workstation as to the exact
amount of parts and materials that will be
needed to fill the order. Then the Kanban
will be sent back through each preceding
workstation so that a smooth flow of parts
and materials is maintained and no inven-
tory is built-up at any point. Thus, all
workstations respond to the pull exerted
by the final assembly stage, which in turn
responds to customer orders.

In the push approach used by conven-
tional manufacturing systems, completed
goods from one workstation will be
‘pushed’ forward to the next workstation
regardless of whether it is ready to receive
them, resulting in unintentional stock-pil-
ing of WIP inventory. This ties up working
capital and results in operating inefficien-
cies. Another feature of conventional
manufacturing systems that leads to ex-
cessive inventories is the emphasis on
full utilisation of facilities and workers
regardless of customer’s demand.

Theoretically, the JIT system puts
more significant demands on operators
in the manufacturing process than tradi-

tional manufacturing methods. In the JIT
system, operators manufacture products or
parts only in response to an order from in-
ternal or external customers. Thus, JIT
tasks are “highly interdependent; each suc-
ceeding task depends on the quality and
timeliness of the preceding task” (Selto et
al., 1995, p. 666). Operators need to main-
tain a smooth flow of production processes

and they should continually improve
the production to prevent stop-

pages. If stoppages or break-
downs do happen, JIT opera-

tors must communicate and
interact to rectify the prob-
lems. JIT manufacturing
demands that operators
are capable of detecting
and solving process prob-
lems and defects as they

occur and find ways to pre-
vent future disruptions in the

production process and product
defects. In this case, operators

must act promptly without waiting for

central or end-of-process quality assurance
to issue change orders.

In the JIT manufacturing environment,
these new job responsibilities require
workers or operators to be equipped with
considerable process knowledge, flexibil-
ity, communication control and authority.
These new job responsibilities are cer-
tainly not typical in conventional, push
manufacturing. Fur ther, Selto et al.,
(1995) stressed the importance of man-
agers to act more like ‘coaches’ and they
may even work directly on products along-
side operators. In such situations, the rela-
tive roles of operators and low-level man-
agers can be critical to the successful func-
tioning of the JIT system. Hence, an ad-
equate amount of training must be pro-
vided to workers to prepare them for new
responsibilities. Without proper training
and cooperation from workers, companies
will not be able to gain the full benefits of
the JIT system.

Garrison and Noreen (2000) outlined
four key elements that are usually relevant
to the successful implementation of a JIT
manufacturing system. These elements
are :

1. improving plant layout;

2. reducing production runs setup time;

3. striving for zero defects; and

4. developing a flexible workforce.

Improving plant layout
Improvement of plant layout is essential

for successful implementation of a JIT sys-
tem. In the traditional manufacturing set-
ting, a functional layout is used in which
similar machines are grouped together
based on their functions. This approach of
plant layout requires that WIP be moved
from one group of machines to another,
that are normally located across the plant
or in another building. This results in tre-
mendous material-handling costs, large
WIP, and unnecessary delays.

In the JIT system, a variety of different
machines and workers are grouped into in-
dependent work cells, normally in a U-
shaped layout, according to families of
similar components and not by function. A
JIT cell aims to produce a particular pro-
duct or a family of components, not per-
form specific functions. Under the JIT
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F I G U R E  1

Functional Layout in a
Conventional Manufacturing Plant

setup, the line workers should be flexible
with respect to overtime and the perform-
ance of a variety of tasks (Mackey, 1991).
Thus, workers should be multi-skilled,
trained to operate all the machines in the
work cells and undertake routine preven-
tive maintenance. Unlike traditional manu-
facturing cells, JIT work cells are capable
of producing a large variety of components

but in fewer numbers. A com-
parison of layouts in conven-
tional manufacturing and JIT
plants is shown in Figure 1.

According to Monden, et al.
(1985), improved plant layout
can lead to the following ben-
efits :

� Elimination of unnecessary
inventor y between each
process.

� Reduction in the number of
workers, increasing produc-
tivity.

� Increasing job satisfaction of
workers as they can partici-
pate in the total system of a
factory.

� Each multi-functional
worker can engage in team-
work, thus promoting coop-
eration between them.

Reducing setup time.
Setup involves activities

such as moving materials,
changing machine settings,
setting up equipment, and run-
ning tests, that must be per-
formed whenever production
is switched over from making

one type of item to another. Reduction or
elimination in setup time is vital as setup
is viewed as a non-value added activity.
Monden, et al. (1985) repor ted that
Toyota’s pressing department was able to
reduce the setup time substantially, from
two to three hours in the 1950s to a quar-
ter to an hour in the 1960s and to only three
minutes after 1970.

Zero defects
In a JIT environment, defects are not tol-

erated because a defective unit can disrupt
the production process, delay the shipping
order, and may generate a ripple effect that
delays other orders. Thus, the aim is zero
defects. If a worker discovers a defect, he
should punch an alarm button that stops
the production flow-line and sets off flash-

ing lights. This will prompt su-
pervisors and other workers
to descend to the work cell to
determine the cause of the
defect and correct it before
any further defective units are
produced. This procedure en-
sures effective and quick cor-
rection of problems.

 Flexible workforce
For the JIT manufacturing

system to operate success-
fully, workers must be multi-
skilled and flexible. Workers
in a manufacturing cell should
be trained to perform all op-
erations within the cell. They
are expected to operate differ-
ent kinds of machines in a par-
ticular work cell and also per-
form minor repairs and pre-
ventive maintenance work
during their idle time.

JIT Purchasing
In addition to JIT manufac-

turing, JIT purchasing plays
an equally important role in
achieving efficiency and elimi-
nating waste in the production
process. Since inventory is re-

Product-
Orientated

C O M M E R C E  A N D  I N D U S T RY
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garded as waste, JIT purchasing plays a
vital role in eliminating inventories and at
the same time providing the materials
needed in the production process. JIT pur-
chasing offers alternative solutions to the
problems that are usually related to the
need to hold inventories in the traditional
setting. The following are measures for ef-
ficient purchasing practices :

Deal only with a few reliable sup-
pliers.

Suppliers must be carefully chosen
based on their performance in terms of
quality and delivery. The dependable sup-
pliers are rewarded with long-term con-
tracts, thus saving companies from going
through the annual ritual of soliciting bids
from suppliers. This will result in signifi-
cant reduction in negotiation time and pur-
chasing efforts.

Purchase in smaller lots with fre-
quent deliveries.

By purchasing in smaller lots with fre-
quent deliveries, companies are able to
keep the inventory level at a minimum,
while at the same time meet production
schedules. To make this work, dependabil-
ity of suppliers is essential, since a JIT sys-
tem is highly vulnerable to any interrup-
tion in supply.

Suppliers must deliver defect-free
goods.

Since the JIT system is vulnerable to dis-
ruptions, defects cannot be tolerated. By
having supplies of defect-free goods, com-
panies can enjoy a tremendous amount of
savings in costs and time, as they need not
have to inspect the incoming goods. The
inspection of the goods is the responsibi-
lity of the suppliers.

Implications on Management
Accounting Systems

Under the JIT system, the most signifi-
cant impact is drastic reduction in inven-
tory levels. In this situation, there would
be a lesser need for detailed tracking of
WIP inventory (Johnson & Kaplan, 1987).
In addition, as WIP inventory levels decline
relative to sales, the allocation of period
costs between finished goods and WIP be-
comes insignificant. In a JIT production

system, smooth flows of WIP inventory
through the production floor ensures no
or minimal inventory is maintained. This
renders the need for accurate recording of
the inventory unnecessary. JIT production
policies also make traditional local effi-
ciency measures such as individual worker
output and machine uptime irrelevant
(Johnson & Kaplan, 1987, p. 223).

Mackey (1991) identified the implica-
tions of JIT on accounting systems on vari-
ous functions : planning, budgeting, con-
trol, decision-making, accounting for ac-
crual financial accounting, and product
pricing. In planning, the flexibility built in
the JIT production system makes long-
term scheduling processes less crucial.
However, the system still needs to meas-
ure production capacity because short-
term demand fluctuations can still pose
threats to it. Under the JIT system, the
need for and the complexity of the budget-
ing process will be greatly reduced. Labour
cost will no longer be considered variable,
as each work cell utilises highly trained
workers who are experts in handling all the
machines in their work cells. Only raw ma-
terials, certain overhead costs, and power
costs vary with production volumes. Thus,
flexible budgeting based on activity or
transaction based cost drivers may be more
relevant and accurate in this situation,
whereas annual budgeting becomes less
meaningful. Since the JIT philosophy em-
phasises continuous improvement, behav-
ioural controls stressing team approaches
become more important.

The JIT production system operates us-
ing the pull system where goods are only
produced when there is demand for them.
This leads to changes in needs for tradi-
tional variance measures as a cost control
mechanism. For example, ef ficiency
variances become less significant as utili-
sation of production facilities is determined
by sales demand. Variances may be rel-
evant in the initial stages of JIT as signals
for opportunities for further improvement
and planning purposes. The control empha-
sis has shifted from studying variances
from standards to the automatic considera-
tion of each new cost improvement as the
new standard. Thus, the main control in
the JIT environment will be at shop floor
level and in the culture of the plant

(Mackey, 1991).
In the JIT environment, record-keeping

cost can be reduced significantly by using
a backflush costing system and other cost-
cutting measures such as batching indi-
vidual purchase deliveries and electronic
transfer systems (Bromwich and Bhimani,
1989). The backflush costing system pro-
vides a simpler record-keeping process
through backward tracing of manufactur-
ing costs to cost of goods sold (CGS) and
finished goods inventory. The cost of pro-
duction will be totalled once the produc-
tion process is completed and then allo-
cated CGS and finished goods. This elimi-
nates the need for separate accounting for
WIP. This procedure contrasts significantly
with the traditional costing system, which
requires sequential tracking of costs
through various WIP accounts beginning
with the introduction of raw materials un-
til the completion of the whole production
process.

Next, a review of selected research on
JIT will be presented to provide further
insights into the state of JIT implementa-
tion and development and its implications
on management accounting systems.
Young and Selto (1991, p. 277) classified
the research relating to JIT into four cat-
egories :

defining the JIT adoption problem;

developing cost management systems
for JIT technology;

studying JIT implementation; and

associated accounting problems, and
investigating the incentive effects of
JIT.

Patell (1987) conducted a longitudinal
study to examine in detail the changes in
modern cost accounting systems after the
introduction and evolution of JIT manufac-
turing in the Hewlett-Packard Personal
Office Computer Division in Sunnyvale,
California. The case study provides a very
detailed description of JIT implementation
and changes in cost accounting proce-
dures. It also highlights a divergence of
objectives between the cost accounting
department and the quality assurance de-
partment. The type of information needed
by the cost accounting department is
mostly related to product-costing data that
was highly aggregated, expressed in finan-



Akauntan Nasional30 June 2002

1

2

1

2

3

1

2

3

References
Beard, L. & Butler, S. A. (2000, September-Octo-
ber), “Introducing JIT Manufacturing :  It’s Easier
Than You Think,” Business Horizons, pp. 61-64.
Bromwich, M. & Bhimani, A. (1989), “Management
Accounting :  Evolution not Revolution”, Chartered
Institute of Management Accountants, London.
Cobb, I., (1991, February), “Understanding and
Working With JIT”, Management Accounting,
pp. 44-46.
Garrison, R. H. & Noreen, E. W. (2000), Mana-
gerial Accounting, 9th ed., New York :  Irwin/
McGraw-Hill.

Note :  For further inquiries on reference mate-
rials please contact the writer at the Faculty of
Business and Accounting, Universiti Malaya.

3

AN

cial terms, and collected on an ex-post
basis, which is based on the concept of
backflush accounting.

On the other hand, the quality assur-
ance department demanded informa-
tion expressed in physical rather than
non-financial terms (e.g., the defect
rate). To achieve this, the department
used a bar-coding system that tracked
the movement of individual units and
sub-assemblies through the manufac-
turing process, which provided finer in-
formation on process controls. This pa-
per highlights the coordination prob-
lems that may exist in many new manu-
facturing practices relating to informa-
tion for control and evaluation. These
problems need to be addressed by com-
panies so that maximum benefit from
JIT application can be attained.

McNair, et al., (1988, 1989) provides
further insights into the JIT implemen-
tation process. Their research findings
can be summarised as follows :

changes in technologies seemed to
be accompanied by changes in the per-
formance management system;

in JIT environments, actual costs have
begun to replace standard costs, be-
cause of the ability to trace costs more
easily and because of the more simpli-
fied manufacturing process; and

companies have isolated non-value-
added costs and have begun to eliminate
them, thus reducing overhead costs.

Young, Sheilds & Wolf (1988) conducted
a laboratory experiment using American stu-
dents to investigate the impacts of the tradi-
tional push manufacturing system in compari-
son to the JIT pull system on performance
improvement. In a simulated production line
environment, the subjects were tested on
three variables at two levels each :

the push or pull system;

whether workers had responsibility or
no responsibility for quality control; and

fixed or contingent incentive system.

The results show that performance effi-
ciency was significantly affected by the qual-
ity control system. They also found that con-
tingent incentive systems resulted in signifi-
cantly higher performance effectiveness
and efficiency than the fixed incentive sys-

tems. However, contrary to the anecdotal
evidence that suggests the pull system alone
would lead to performance improvements,
their research failed to substantiate the
claim.

Kalagnanam and Lindsay (1998) con-
ducted a study, involving case studies and a
survey, to investigate the relationship be-
tween management control structures and
the adoption of JIT manufacturing techno-
logies. They hypothesised, based on Wood-
ward’s (1980) findings, that management
accounting and control systems in produc-
tion companies adopting JIT must abandon
a mechanistic management control system
and adopt an organic model of control. In
mechanistic systems, control and authority
are centralised and there is a high degree
of task specialisation and standardisation.
Companies that adopt mechanistic systems
are highly bureaucratic and rigid.

On the other hand, organic systems con-
tain much ‘looser’ structures. In these sys-
tems, there are greater tendencies for de-
centralisation of control and authority, a
participative style of management, and
more reliance on group/team work to at-
tain integration and adaptation in mana-
ging functional interdependencies. From

the three case studies, the authors con-
cluded that the findings are consistent
with the theoretical framework that hy-
pothesises organisations adopting JIT
are moving towards an organic form of
management control. The survey re-
sults also provide support for the hy-
pothesis that companies adopting JIT
will have higher improvement rates, if
they change their structural arrange-
ments towards an organic model of con-
trol, than those whose structures re-
main bureaucratic or mechanistic.

Conclusion
The literature suggests that a success-

ful implementation of JIT systems may
lead to a number of benefits in terms of
flexibility, productivity, quality, lead-
times, customer responsiveness, and in-
ventory holdings (Mia, 2000). However,
Beard and Butler (2000) cautioned that
there are also difficulties in adopting JIT
in its theoretical form, including :

Management may be unwilling to switch
to JIT because of the initial costs involved.

Manufacturers in remote areas may not
be able to arrange for frequent deliver-
ies of inventory in small batches, as JIT
theory dictates.

The manufacturing process itself may
not be suited to JIT treatment, such as
when some component of the finished
product needs to be cured or dried be-
tween processes.

Despite these difficulties, JIT systems still
represent a strategy for manufacturing ex-
cellence that can be considered by compa-
nies in order to survive and prosper in to-
day’s turbulent competitive environment.

C O M M E R C E  A N D  I N D U S T RY

“… the department used a
bar-coding system that tracked the
movement of individual units and

sub-assemblies through the
manufacturing process, which
provided finer information on

 process controls.”
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Introduction
A framework for viewing accounting and

information technology (IT) is essential if
organisations are to plan effectively their
information systems (IS) implementation.
The adoption of IT in organisations has
grown tremendously within the last two
decades, but generally very few of the re-
sulting systems have had a significant im-
pact in the way in which management
makes decisions. A framework which allows
an organisation to gain a broader perspec-
tive of the functions of accounting together
with the roles of IT can be a powerful means
of providing focus and improving the effec-
tiveness of IS implementations.

Richard Watson’s commentary in Lee
(2001) stresses that “the quality of a sys-
tem’s design is determined by how accu-
rately requirements are captured which in
turn determines how well they can be in-
terpreted”. The suggestion implies that the
determination of information requirements
is as important if not, more than the tech-
nology required to process the information.
In fact IT itself comprises of both informa-
tion and technology components. However,
more often than not, the IT function is split
into two separate areas of information and
technology. Without a framework to guide
the management, the situation often results
in a mismatch between the information de-
manded and the technology adopted. This
tendency inflicts an unnecessary expense
on the organisation. Not only are costly IT
resources wasted, but also even more costly
human resources are mismanaged.

Developments in two distinct areas of ac-
counting and IT within the last two decades
offer the opportunity to develop new ways
of looking at the roles of IT and accounting.
First, there has been substantial technologi-
cal progress. The evolution of database tech-
nology for example has enabled the imple-
mentation of a new accounting model such
as Resources-Events-Agents, which is based
on economic changes rather than debits and
credits as in the traditional accounting
model. More powerful and user-friendly
packages are also available at low cost. Sec-
ond, there has been a considerable change
to the ways accounting is being viewed.
Mauldin and Ruchala (1999) highlight that
accounting information systems (AIS) has
undergone tremendous changes since the
last decades with added emphasis on the
economies of business operations, strategic
management and IS development. Further,
Elliot (1992) in his famous article entitled
‘the third wave breaks on the shores of ac-
counting’ insists that the survival of the ac-
counting profession rests with its ability to
integrate new and sophisticated IT into the
accounting practice.

The purpose of this paper is therefore to
present a framework that helps us under-
stand the contemporary view of accounting
so as to identify the various types of informa-
tion requirements and dimensions of IT so-
phistication, and to recognise some factors
that potentially influence the effective imple-
mentation of IS. The next section will briefly
discuss empirical evidence of both account-
ing and IS studies in the specific context of
small and medium scale enterprises (SMEs).
The framework is believed to offer us a new

insight into the problems that have been en-
countered in the implementation of IS.

Framework Development
Studies of AIS can be classified into finan-

cial accounting systems (FAS) and manage-
ment accounting systems (MAS). Studies
of MAS can further be divided into two other
categories. First are studies that adopt an
objective view of MAS, which is concerned
with the extent that conventional models are
employed in SMEs. Second are those that
adopt a subjective orientation, which focus
on MAS that is created idiosyncratically in
the SMEs. Results from these studies gen-
erally indicate that a majority of SMEs pre-
pare and rely on statutory accounts as their
primary source of information. SMEs have
little management information, poor control
and decision-making is ad hoc. They are
more likely to outsource their accounting
works to accounting firms due to lack of ac-
counting knowledge and support. SMEs
generally view accounting activity as a pa-
perwork burden rather than an important
component of the firms’ IS that delivers rel-
evant and timely information upon which
decisions can be made.

Another category of AIS studies focus on
the fit between external and internal organi-
sational factors and AIS design and its impact
on performance. Most of these studies con-
sider information characteristics as key design
variables of AIS but often neglect the techno-
logical aspect of IT. Studies of IT in account-
ing focus too much on the impact of IT on
accountants, accounting functions and ac-
counting firms. These studies have qualita-
tively addressed the impact of IT on the ac-
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counting profession, and are therefore useful
in bringing IT-related issues into focus and
raising awareness of opportunities and
threats. However, most of the studies deal with
a one-way impact, i.e. IT impact on account-
ing but neglect the possibility that IT may also
be influenced by factors including accounting.

Studies in IS generally focus on the utili-
sation and successful implementation of IT.
The adoption of IT in SMEs is found to con-
centrate on operational activities. In Malay-
sia, a recent study by Ismail et al. (2001)
revealed that IT adoption still lags behind
SMEs in developed economies such as the
UK and the US or even newly developed
economies such as Singapore. Relatively
new issues are strategic IS, and the align-
ment of IT strategies and business strate-
gies. Despite the suggestions that SMEs
can used IT strategically (e.g., Blili and
Raymond, 1993), the literature shows that
SMEs are still lagging behind their larger
counterparts in terms of managerial and
strategic accounting (e.g., Mairead, 1997)
and IT (e.g., Bridge and Peel, 1999) activi-
ties. Robinson and Pearce (1984) note that
lack of time, lack of knowledge, lack of spe-
cialised expertise, and lack of trust and
openness as the reasons for the non-use of
strategic planning. Though strategic plan-
ning was found to be a beneficial activity to
the SMEs, operational planning was more
common and useful to firms compared to
strategic planning. Moreover, SMEs do not
have a clearly defined IS/IT or business
strategy and this made it difficult to evalu-
ate IS/IT investment.

The above discussions indicate that much
needs to be considered before SMEs can
effectively implement their IS. SMEs for ex-
ample need to be educated about the im-
portance of broad scope accounting infor-
mation in addition to the traditional tran-
saction processing systems. SMEs owner-
managers need to consider accounting func-
tions outside the domain of the system as
the provider of financial information. An or-
ganisation’s AIS should move in tandem
with the manner in which business is con-
ducted globally to include non-financial,
external and future-oriented information.
More importantly, the processing capabili-
ties, i.e. the sophistication of IT adopted also
needs to match the information demanded
by the organisation. Further, IT needs to be

viewed at a much broader perspective be-
yond technical sophistication. An overall re-
search model which was developed based
on a previous framework in the accounting
and IS literature is illustrated in Figure 1.
Using contingency as the grounded theory,
the model will be explicated through a dis-
cussion of four major components.

AIS Alignment
One of the main objectives of this paper

is to discuss the impact of the ‘fit’ between
the characteristics of AIS and the corre-
sponding IT sophistication on organisa-
tional performance. The central idea to the
concept of ‘fit’ is that the reaction of deci-
sion makers toward contingency factors
such as environmental uncertainty will lead
them to find a match between the charac-
teristics of the information demanded and
the processing capabilities of the organisa-
tion. A better organisational performance
can only be achieved when there is a match
between the information demanded and the
sophistication of IT adopted by the business.

The relationship between the two vari-
ables is likely to be reciprocal. While it may
be true that more sophisticated IT leads to
more sophisticated information character-
istics (IT acts as a cause), it may also be
true that a greater demand for more sophis-
ticated information characteristics results in
more sophisticated IT adoption (IT acts as
a facilitator). Hence the link may be seen
as the result of successive and cumulative
interactions between IT sophistication and
demands for accounting information. As
Van de Ven and Drazin (1985) noted, ‘the
interest is not so much with possible causes
and effects that may exist … but more in
the dependence of organisational perform-
ance on the interaction of organisational
structure with its context’, which in this case
is the interaction of information demanded
with its processing capabilities.

AIS Design
Information characteristics are consid-

ered key design variables of accounting sys-
tems by accounting systems researchers.
However, the characteristics of accounting
information are not consistent according to
individual research. The most prominent
work is the one developed by Chenhall and

Morris (1986), which characterised ac-
counting information into four dimensions:
scope, timeliness, aggregation, and integra-
tion. This contemporary view of accounting
is that of an IS that facilitates decision-mak-
ing and is presented in Table 1.

IT Sophistication
The concept of IT sophistication has

been recognised as a multi-dimensional
variable. Researchers have selected vari-
ous dimensions to reflect the sophistica-
tion of IT in an organisation. In an attempt
to present an integrated view of the diverse
approaches to characterising IT sophisti-
cation, Raymond and Pare (1992) devel-
oped a multi-dimensional construct which
includes not only aspects related to tech-
nological support but also information con-
tent, functional support, and management
practices as shown in Table 2.

Contingency Factors
Xiao et al. (1996) contends that if IT has

an impact on accounting, the impact is likely
to be constrained by social and political limi-
tations, and more importantly it is likely to
be subject to human judgment and inten-
tions. Among the variables hypothesised by
researchers in the theoretical development
of contingency theories in both accounting
and IS literature includes organisational
structure, organisational size, environment,
technology, strategy and tasks. However, it
may not be feasible to discuss all the factors
in a single paper. Therefore, it will only con-

CONTEXTUAL VARIABLES
• Environmental Uncertainty
• Strategic Choice

INFLUENCE FACTORS
• IT Knowledge
• Accounting Knowledge
•
• Government Incentives

IS EFFECTIVENESS
• individual
• System
• Organisational

AIS ALIGNMENT

AIS Design

IT Sophistication

F I G U R E  1

1
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centrate on two prominent factors, i.e. envi-
ronmental uncertainty and strategic choice.

Environmental uncertainty, i.e. action of
competitors, rapid changing technology or
threat of government interventions, has
been identified as an important contextual
variable because it makes managerial plan-
ning and control more difficult due to the
unpredictability of future events. Uncer-

Dimensions Types of Information

Scope � Information that relates to possible future events such as future trends
in sales or cash flow.

� Quantification of the likelihood of future events occurring such as
probability estimates.

� Non-economic information such as customer preferences, attitudes
of government and consumer bodies, and competitive threats.

� Information on broad factors external to the organisation such as
economic conditions, population growth, and technological development.

� Non-financial information that relates to the following areas:

• production information such as output rates, scrap levels and
machine efficiency.

• market information such as market size and growth share.

Timeliness � Requested information to arrive immediately upon request.

� Information supplied automatically upon its receipt into IS or as soon
as processing is completed.

� Reports are provided frequently on a systematic, regular basis such
as daily reports, weekly reports.

� There is no delay between an event occurring and relevant
information being reported.

Aggregation � Information provided on the different sections or functional areas
such as marketing and production, or sales, cost or profit centres.

� Information on the effect of events on particular time periods such
as monthly/quarterly/annual summaries, trends, comparisons, etc.

� Information which has been processed to show the influence of events
on different functions such as marketing or production associated
with particular activities or tasks.

� Information on the effect of different functions’ activities on summary
reports such as profit, cost, revenue reports for the overall company.

� Information in forms which enables one to conduct “what-if” analysis.

� Information in formats suitable for input into decision models such
as discounted cash flow analysis, cost-volume-profit analysis,
inventory analysis, and credit policy analysis.

Integration � Information on the impact that a decision will have throughout the
company, and the influence of other individuals’ decisions on other
areas of responsibility such as the impact a decision to tighten
the credit policy has on the marketing/sales department, etc.

� Precise targets for the activities of all departments within the company.

� Information that relates to the impact that decisions have on the over-
all performance of the company such as the impact that a decision to
reduce production costs has on sales volumes/gross profit, etc.

tainty of the environment even makes a
well-formulated plan obsolete and imprac-
tical. As environmental dynamism in-
creases, AIS should provide more non-fi-
nancial information on such matters as
competitors’ actions and consumer tastes,
increase the frequency of reporting and
make greater use of forecast information.
More sophisticated accounting informa-

tion and IT is thus required to deal effec-
tively with higher uncertainties in competi-
tive and  demanding market conditions.

Besides environmental factors, the or-
ganisation’s strategic priority is also an im-
portant determinant of the characteristics
of accounting information and IT. Two well-
known strategy typologies are Miles and
Snow (1978) and Porter (1980). Porter’s
three overall strategies are cost leadership,
differentiation and focus. A cost leadership
strategy aims to exploit scale, scope and
other economies, producing a highly stand-
ardised, homogenous product, using state
of the art technology. A differentiation strat-
egy aims to emphasise the uniqueness of a
product as perceived by customers. Com-
bining the elements of cost leadership and
product differentiation, a focus strategy is
directed at a specific market segment in a
unique way. Miles and Snow’s strategies
divide organisations into prospector, de-
fender, analyser, and reactor types. Firms
following a prospector strategy frequently
add and change their products and services,
and consistently attempt to be first in the
market. A defender operates in a relatively
stable product area and focuses on main-
taining market share through cost leader-
ship, quality and service. The analyser
seeks to simultaneously minimise risk while
maximising opportunities for growth. A re-
actor essentially lacks a consistent strategy.

Influence Factors
In addition to the contingency factors dis-

cussed above, other antecedent factors
which may influence the AIS alignment in-
clude Chief Executive Officer (CEO) char-
acteristics, external expertise, and govern-
ment incentives. Many CEOs in SMEs are
less concerned or have no idea of the poten-
tial benefits offered by IT due to their unfa-
miliarity with it. SMEs also face difficulty to
attract and retain skilled IS staff due to the
limited number of senior positions and fewer
alternative paths. Moreover, SMEs also lack
experienced accounting support. They gen-
erally prefer to hire a bookkeeper or
outsource accounting works rather than
employ a highly paid accountant. The situa-
tion often results in a low level of awareness
and understanding of the importance of
broad scope accounting information. This
knowledge deficiency in turn raises barriers
to the adoption of more sophisticated IT.

T A B L E  1
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More importantly, the adoption of
sophisticated IT is meaningless if
the decision-maker does not have
appropriate accounting knowl-
edge to exploit the full potential
of the technology.

In addition, SMEs are also as-
sociated with the lack of actual
time and resources available to
implement changes and to com-
pensate for the lack of fit between
the system supplied and the tasks
required to be done. Hence, many
past studies have attempted to ex-
amine the relationship between
the involvement of vendors and
consultants and the success of IS
implementation. Many research-
ers however find that consultants
do not contribute to better IS per-
formance as expected. The main
reason given is many of the con-
sultants are good only with tech-
nical knowledge but have very little under-
standing of the business or business appli-
cations. This paper therefore suggests to di-
vert this attention on vendors and consult-
ants to accounting firms as potential business
and IT consultants. The reason is that SMEs
rely heavily on accounting firms as their most
trusted business advisors (Davis, 1997).
Moreover, accounting firms are knowledge-
able about their clients and their clients’ busi-
ness. It is thus expected that accounting
firms have the potential to reduce the knowl-
edge gap between consultants and SMEs.
Further, accounting firms could attempt to
make their clients better off through the use
of information and IS.

Finally, emerging economies like Malay-
sia often rely on government incentives to
accelerate the use and sophistication of IT.
The incentives provided by the govern-
ment in the form of subsidies, low interest
loans, seminars and technical expertise are
important to stimulate the process of IT
adoption and eventually increase the so-
phistication of the technology.

IS Effectiveness
Finally, it is important for SMEs to evaluate

the benefits of IT investment at all levels, indi-
vidual, system and organisational. A large
body of research has attempted to identify
factors leading to the success of IS. However,
IS researchers encounter difficulty in isola-

Dimension Criterion Variables

Technological Variety of IT used
Hardware characteristics
Man machine interface
Development tools
Processing mode
Type of operation

Informational Applications portfolio
Integration of applications

Functional IS personnel specialisation
Role and position of the IS function
Decisional level
Type of development
User participation

Managerial Organisational objectives
Top management implication
IT investment
IT adoption and planning process
Control and evaluation of IT

ting a definitive body of contributing factors
since IS success varies considerably among
studies. In an attempt to present an integrated
view of the diverse approaches to defining IS
success, DeLone and McLean (1992) synthe-
sised a six-dimensional taxonomy based on a
review of 180 published conceptual and em-
pirical studies (see Table 3).

Concluding Remarks
A comprehensive review of accounting and

IS literature failed to find a model which linked
accounting systems design and IT sophisti-
cation. The literature shows that researchers
tend to investigate the issue separately despite
suggestions that a good IS needs to match
the type of information required and the so-
phistication of the technology adopted. The
focus on the technological part of IT might
explain the insignificant impact that IS imple-
mentation has had in the way in which man-
agement makes decisions. This paper there-
fore attempts to fill this gap by suggesting that

a study of the fit between account-
ing systems design and the so-
phistication of IT adopted is
needed to provide new insights
for the successful implementation
of IS. Four dimensions of the con-
temporary view of accounting in-
formation characteristics dis-
cussed earlier may provide guide-
lines to the types of information
required. Organisations also need
to take into account all aspects of
IT sophistication before a decision
to invest in IT is made. Further,
appropriate knowledge of IT and
accounting is essential to exploit
the full potential of IS imple-
mented. Other factors such as en-
vironmental uncertainty and or-
ganisational strategic choice are
also important in determining the
types of information required and
extent of IT adopted. Finally, re-

sults from studies in more advanced countries
as discussed in this paper may provide good
lessons to Malaysian SMEs and other related
bodies to plan and formulate IS implementa-
tion effectively.
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Dimensions Focuses

System quality Technical characteristics of an information processing system

Information quality Quantitative and qualitative characteristics of the IS output
System use Recipient consumption of the IS output

User satisfaction Recipient response to the IS

Individual impact Effect of information on recipient attitude and behaviour

Organisational impact Effect of information on organisational performance indicators
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In 1999 the Malaysian Accounting Standards Board (MASB) issued sev-

eral financial accounting standards, one of which was MASB 3 on Net

Profit or Loss for the Period, Fundamental Errors and Changes in Ac-

counting Principles. This was a follow-up from the earlier step taken by

the Board in which it adopted 24 of the extant International Accounting

Standards (IAS) and the Malaysian Accounting Standards (MAS) issued

by the Councils of the Malaysian Institute of Accountants (MIA) and the

Malaysian Association of Certified Public Accountants (MACPA), prior

to the establishment of the MASB. Similar in objective to the article writ-

ten earlier on MASB 1 and MASB 2 : Inventories1 , this article also at-

tempts at an analysis and a review. It seeks to examine the MASB 3 focus-

ing on the associated strengths and weaknesses.

MASB 3 : Net Profit or Loss for the
Period, Fundamental Errors and Changes in
Accounting Policies : An Analysis

A C C O U N T I N G
A N A LYS I S  O F  M A S B  3

As stated in the Scope section
of MASB 3, the standard
“supercedes International Ac-
   counting Standard IAS 8 (re-

vised), Net Profit and Loss for the Period,
Fundamental Errors and Changes in Ac-
counting Policies, issued by Malaysian pro-
fessional bodies in 1997”. Like IAS 8, the
aim of MASB 3 is at prescribing the classifi-
cation, disclosure and accounting treatment
of certain items in the income statement so
that all enterprises prepare and present an
income statement on a consistent basis. IAS
8 itself was issued by the International Ac-
counting Standards Committee four years
before, in 1993. Except for an additional sen-
tence in paragraph 12 and two additional
paragraphs included for the purpose of an
extended explanation of extraordinary
items, the contents of MASB 3 is virtually
the same as those of IAS 8 (revised).

Similar to the two previous analysis on
MASB 1 and MASB 2, this article begins with
an overview of the standard, looking gener-

ally at the areas covered in the standard. This
is followed with a more detailed examination
of the standard focusing on each of the sec-
tions covered under the standard.

General
The Standard covers many important

topics that are expected to be covered
therein, associated with the reporting of
the periodic net profit and loss of a limited
company. These include discussions on
income, gains and losses related to ordi-
nary activities, discontinued operations,
extraordinary items, and the accounting
treatment for changes in accounting esti-
mates and fundamental errors and changes
in accounting policies. However, a brief
discussion on the importance of the per-
formance figure is not included. It is an
accepted fact that income or profit is of the
utmost interest to equity holders and other
decision-makers, first, because the firm
exists for the purpose of making profits,
second, specifically for investors, the

amount denotes the results of their invest-
ments for the period.

Objective and Scope
The objective of the standard is clearly

stated, that is, “… to prescribe the classifica-
tion, disclosure and accounting treatment of
certain items in the income statement so that
all enterprises prepare and present an in-
come statement on a consistent basis”. The
objective of the standard is well extended in
paragraph 1 under Scope, which states that,
“This standard should be applied in present-
ing profit and loss from ordinary activities
and extraordinary items in the income state-
ment and in accounting for changes in ac-
counting estimates, fundamental errors and
changes in accounting policies”.

Definitions
Five terms are defined under this head-

ing, namely extraordinary items, ordinary
activities, discontinued operations, fundamen-
tal errors, and accounting policies. While the
first four definitions are new, the last one is a
reproduction of the definition as in paragraph
21 of MASB 1, Presentation of Financial State-
ments. These terms shall be discussed un-
der the related headings as appropriate.

Net Profit or Loss for the Period
It is provided under paragraph 10 that the

“net profit or loss for the period comprises
the following components, each of which
should be disclosed on the face of the income
statement”. The components are as follows :

a. profit or loss from ordinary activities;
and

b. extraordinary items.

“Ordinary activities” is defined in para-

By Shaari Isa  LECTURER
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1 MASB 1: An Analysis. Akauntan Nasional.
Nov/Dec 2000 and January 2001. MASB 2 In-
ventories: An Analysis, Akauntan Nasional
Jan/Feb 2002.
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graph 6 as “any activities that are undertaken
by an enterprise as part of its business and
such related activities in which the enterprise
engages in furtherance of, incidental to, or
arising from those activities”. This definition
is wide enough to encompass all transactions
and events that are intended to be covered,
both those related to the main objective of
the firm as well as those related and inciden-
tal to those activities. These should include
transactions such as those associated with
the peripheral activities of the enterprise,
such as revenues and losses from financial
activities, the gains or losses from the sale of
property, plant and equipment, discontinued
operations and the litigation settlements.
Activities, other than those covered under
the definition of ordinary activities, are pre-
sumed to be extraordinary activities.

“Ordinary activities” therefore, consists of
two major parts, namely (a) those that are di-
rectly related to the main objective of the en-
terprise, and (b) those that are indirectly re-
lated and are incidental to the ordinary and
typical activities of the enterprise. Paragraph
18 covers this part and the related transac-
tions or events are listed under paragraph 20.
These include items such as gains and losses
from the disposal of long term assets and long
term investments; litigation settlements and
discontinued operations. Of these the largest
item seems to be discontinued operations
which is rather substantial as defined under
paragraph 6, as a “major line of business of an
enterprise and of which the assets, net profit
or loss and activities can be distinguished
physically, operationally and for financial re-
porting purposes” [emphasis added].

There seems to be a need to classify the
items under ordinary activities under two
separate sub-headings, namely Continuing
Operations and Discontinued Operations.
The items under Continuing Operations
should consist of two parts, namely (a) those
that are related directly to the objective of
the enterprise and (b) those that are inciden-
tal and indirectly related. The income asso-
ciated with the former is termed Operating
Income. Those that are associated with the
latter are called Other Gains and Losses.
Operating income should be shown sepa-
rately from Other Gains and Losses but the
two constitute Income (or Loss) from Con-
tinuing Operations. This classification im-
plies a specific format for the income state-

ment. Formatting of the income statement
has been the practice in the US (APB Opin-
ion No 30) and in the UK (FRS 3).

The classification as discussed above is
important for the purpose of comparability
between the results of the current period
with those of future periods. Following such
classification, the results from continuing
operations of the current period can be com-
pared with the corresponding items in the
subsequent periods. While paragraph 18
describes the need to show separately the
nature and amount of certain items, there is
no follow up to explain how these items are
to be shown separately. And the examples
under Appendix 2 do not show much classi-
fication and the necessary formatting. Alas,
the term “continuing operations” does not
seem to appear in any part of the standard.

Discontinued Operations
Paragraph 22 of the standard spells out the

disclosure requirement for discontinued op-
erations. Most of the disclosure require-
ments are clear and need no further discus-
sion. Of relevance here are two disclosure
requirements, namely items 22(e) and 22(f)
of the paragraph. Paragraph 22(e) requires
the disclosure of “the gain or loss on discon-
tinuance and the accounting policy used to
measure that gain or loss”. Paragraph 22(f)
requires the disclosure of “the revenue and
profit or loss from ordinary activities of the
operation for the period, together with the
corresponding amounts for each prior period
presented”. The examples of the disclosure
requirement for the two items are shown
under Appendix 2, consisting of two extracts,
one from the income statement and the other
from notes to the financial statements. The
disclosure requirement for paragraph 22(e),
that is, the gain or loss on discontinuance is
shown in the income statement, with the re-
quired disclosure of the accounting policy
shown under extracts from the notes to the
financial Statements. An example of para-
graph 22(f) disclosure requirement is shown
in the extracts from the notes to the finan-
cial statements, covering the revenues and
the related comparative figures of the discon-
tinued operation.

The standard as reflected in the example,
does not provide for an appropriate separa-
tion of results of the discontinued operation
from that of continuing operations. Also the

absence of intra period tax allocation for the
items associated with discontinued opera-
tions make it difficult to compare the results
of continuing operations of this period with
that of future periods.

The separate reporting of continuing
operations is in line with the practice in the
US (APB Opinion No 30) as well as the UK
(FRS 3). In the UK, the disclosure similar
to the one discussed above incorporating
continuing and discontinued operations,
was introduced with the implementation of
what is called the FRS 3 layered approach.
The increasing concern in the UK for com-
parability has made ASB to introduce
changes to the format required by the
Companies Act 1985.

Extraordinary Items
Extraordinary items are defined under

paragraph 6 as “income or expenses that
arise from events or transactions that are
clearly distinct from ordinary activities of
the enterprise and, therefore, are not ex-
pected to recur frequently or regularly”.
Further in paragraph 15, it elaborates that
“extraordinary items arise from transac-
tions or events that possess a high degree
of abnormality that are clearly distinct from
the ordinary activities of the enterprise and
also are not expected to recur in the fore-
seeable future”. And in paragraph 16 it
places emphasis on the importance of the
environment in deciding the abnormality
of the event or transaction. It states, “That
an event or transaction is clearly distinct
from the ordinary activities is also deter-
mined by the nature of the event or trans-
action in relation to the environment of the
enterprise’s business operations”.

This is similar to the US definition2 ,
which states that extraordinary items are
events and transactions that are both unu-
sual in nature and infrequent in occur-
rence. By unusual in nature it is meant
that the underlying event or transaction
should possess a high degree of abnor-
mality and be of a type clearly unrelated
to, or only incidentally related to the ordi-
nary and typical activities of the business,
taking into account the environment in

2 Opinion of the Accounting Principles Board
No. 30, “Reporting the Results of Operations,”
New York :  American Institute of Certified
Public Accountants, 1973, p. 20.
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which the entity operates. By infrequency
of occurrence is meant, the underlying
event or transaction should be of a type that
would not reasonably be expected to recur
in the foreseeable future, taking into ac-
count the environment in which the entity
operates. Although the US definition is
more detailed, the similarity is quite clear
from common phrases such as “a high de-
gree of abnormality” and “not expected to
recur … ”. In the UK, it is similarly defined3 .

It is apparent from the definitions that ex-
traordinary items are rather restrictive. The
idea behind the restriction is to limit items
that could be classified as extraordinary thus
allowing users of the financial statements to
better assess the enterprise’s future earning
power. The intention here is understandable.
An item should be considered as ordinary,
unless evidence clearly shows that it should
be classified as an extraordinary item. Ex-
traordinary items are therefore rare so
much so that although paragraph 14 of the
standard provides two examples of such
items, in the UK the ASB could not envisage
any circumstances in which extraordinary
items might be reported under the above
definition and accordingly provided no ex-
ample4 . The provision for extraordinary
items can be subject to manipulation by en-
terprises which can classify certain items as
extraordinary in order to boost EPS.

The treatment of extraordinary items as
required under paragraph 11, and as shown
in the income statement under Appendix 2,
is consistent with those in the US, UK and
Australia where it is reported net of tax sepa-
rately from those of ordinary activities. With
some risk of deviation, it is interesting to
note a new development in the UK where,
due to its vagueness and therefore being
subject to abuse, less emphasis is now be-
ing placed on extraordinary items, making
the item virtually extinct.5

Changes in Accounting Estimates
The requirement for the treatment of ac-

counting estimates is spelt out under para-
graph 28 where changes in accounting esti-
mates are to be accounted for prospectively.
If the change affects only the current pe-
riod, the effect is accounted for in the cur-
rent period only. If the change affects both
the current as well as future periods, it is
accounted for in those periods. Further,
paragraph 32 provides the need to disclose
the nature and amount of the change in an

accounting estimate if material. The require-
ments as provided for in the paragraphs are
consistent with the practices in the US and
the UK and many other countries, and no
further discussion is needed here.

Fundamental Errors
Paragraph 34 describes a fundamental

error as one which has such a significant
effect on the financial statements of one or
more prior periods that those financial state-
ments can no longer be considered to have
been reliable at the date of their issue. Para-
graph 36 spells out two alternatives for the
treatment of fundamental errors :

a. The benchmark treatment in which the
effect of the error that relates to the
prior periods should be reported by ad-
justing the opening balance of retained
earnings. Comparative information
should be restated unless it is imprac-
ticable to do so, and

b. The alternative treatment where the ef-
fect of the fundamental error should be
included in the determination of net profit
or loss for the current period without
restating the previously reported results.

These two alternatives are shown in the
examples under Appendix 2.

The first method namely the benchmark
treatment, in which the error should be re-
ported by an adjustment to the opening bal-
ance of retained earnings, implies the pre-
ferred method. This should be because of the
disadvantage associated with the alternative
method. The disadvantage of passing the er-
ror through the profit or loss, as provided for
in the alternative method, is that it would re-
sult in an inappropriate matching of revenues
and expenses in the current period as it was
in the period when it occurred. The advan-
tage of the benchmark treatment method is
that, the adjustment of the error to retained
earnings does not affect the comparability of
the items concerned. The disadvantage of the
benchmark treatment is that the method can
open the door to manipulation. For example,
an enterprise may intentionally understate its
expense for 2002 thus resulting in an over-
stated profit in that year. In the following year
it makes an adjustment directly to retained
earnings, leaving the year’s profit unaffected.

In the provision of the two alternatives as
discussed above for accounting treatments,
fundamental errors seem to differ from prac-
tices in the US, UK and Australia where the

standards do not seem to provide for alterna-
tives. In the US (SFAS 16) and UK (FRS 3)
the requirement is similar to the benchmark
treatment, that is, fundamental errors are to
be reported retroactively. However, in Aus-
tralia ED 93 prescribes that the correction of
fundamental errors must be recognised as a
revenue or expense in the statement of finan-
cial performance in the reporting period in
which the fundamental error is discovered6 .
The rationale behind having no alternative is
uniformity and comparability.

Changes in Accounting Policies
Paragraph 44 provides that a change in

accounting policies should be made only
if required by statute, or by MASB, or if
the change will result in a more appropri-
ate presentation of events or transactions
in the financial statements of the enter-
prise. The requirement that change should
only be made if it contributes towards a bet-
ter disclosure of the financial statement is
quite consistent with the practices in other
countries.

As with the change in fundamental errors
discussed in the previous section, two alter-
natives are allowed as the benchmark treat-
ment and an allowed alternative treatment.

a. Paragraph 51 provides for the bench-
mark treatment where a change in an
accounting policy should be applied ret-
rospectively by an adjustment to the
opening balance of retained earnings.
Comparative information should be re-
stated unless it is impracticable to do so.

b. Paragraph 56 spells out the alternative
treatment where any resulting adjust-
ment should be included in the deter-
mination of the net profit for the cur-
rent period. Comparative information
should be presented as reported in the
financial statements for the period.

The accounting treatment of a change
in accounting policies is shown in the ex-
amples under Appendix 2.

The two alternatives in the treatment of
changes in accounting policies seem to also

A C C O U N T I N G

6 Henderson and Peirson (2000), Issues in Fi-
nancial Accounting, 9th Ed., Longman,
Frenchs Forest NSW, p. 557.

3 See FRED 22
4 Elliott and Elliott, Financial Accounting and

Reporting, 6th Ed., Prentice Hall, p. 190.
5 See Glautier and Underdown (2201), Account-

ing Theory and Practice, Prentice Hall,
Harlow, England, p. 203.
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be the practice in many other countries. In
the US, it is the general practice that the
effect of the change from one accounting
policy to another is reflected by reporting
the cumulative effect of the change in the
income statement in the period of change.
This is contrary to the preferred benchmark
treatment as prescribed in the standard.
Another difference is that, in the US for cer-
tain changes no choice is allowed, for ex-
ample, changes such as from LIFO to an-
other inventory valuation method, and a
change in the method of accounting for long
term construction contracts, the retroactive
method must be used (APB No 20).7  This
is because the advantages of the retroactive
treatment outweigh the disadvantages. The
advantage of such restriction is that it would
help towards greater uniformity and com-
parability than where the choice is left com-
pletely open.

Summary and Conclusion
MASB 3, an adopted version of IAS 8 (re-

vised) was issued in 1999 alongside other
standards, superceding an earlier version
issued by MIA in 1996. Except for an addi-
tional sentence in paragraph 12 and two
additional paragraphs for the purpose ex-
plaining extraordinary items, the contents
of the standard are almost the same as those
in IAS 8. The additional paragraphs have not
contributed much to the concept of extraor-
dinary items. The focus of the standard on
the profit and loss for the period and the
impacts of some items on profit and loss
imply the importance of the item for deci-
sion-making purposes. But a brief discus-
sion on the special importance of the profit
and loss figure as a major item in financial
statements, and in terms of the interest of
decision-makers, is not included.

The standard is meant to be applied in pre-
senting profit and loss from ordinary activi-
ties and extraordinary items in the income
statement and in accounting for changes in
accounting estimates, fundamental errors and
changes in accounting policies. Many of the
requirements as spelt out in the standard are
consistent with the practices in the other coun-
tries such as the US, UK and Australia. But
there seems to be a lack of consistency.

The separation of ordinary activities from
extraordinary items is quite consistent with
the practice elsewhere. But the standard does
not provide for an adequate classification for
the reporting of results of ordinary activities.

It does not show clearly the classification for
the separate reporting of the Operating Re-
sults from Other Gains and Losses and for a
separate reporting of Continuing Operations
from Discontinued Operations.

Further, while the standard shows sepa-
rately the gain or loss resulting from the dis-
posal of the discontinued operation, it does
not similarly separate in the income statement,
the operating results of the discontinued op-
eration prior to the disposal or discontinuance,
related to the period. Moreover, the gain or
loss associated with the disposal is shown in
the standard without the tax effect. The re-
lated tax from discontinued operations is put
together with that for continuing operations.
Showing these items separately is necessary
so as to enable comparison item by item be-
tween the reporting period and the next and
any future periods. For example, a proper clas-
sification, the operating results, other gains
and losses and continuing operations of the
current period can be compared with the cor-
responding items in the next period. As it is
provided for in the standard, these items are
intermixed within the results from ordinary
activities. As such, the results from ordinary
activities cannot be compared with the corre-
sponding items in the next period because the
item discontinued operation is absent then.
Even if the gain and loss from the discontin-
ued operation of the reporting period is not
considered, what remains is still incompara-
ble because of the tax element. Of course, the
notes provide the additional information but
they cannot be a good substitute of disclosure
through proper formatting.

The classification as provided for in the
standard specifically as related to the ordinary
activities is rather inadequate. This is because
the relevant items which constitute ordinary
activities, namely the results from continuing
operations incorporating the operating results
and other gains and losses, and discontinued
operations are not adequately classified.

What is required is an illustrative format
showing the breakdown of different items.
This was done in the UK through the intro-
duction of what is known as the FRS 3 layered
format. A statement that separation is required
for certain items as provided for under para-
graph 18 is not enough because there can be
various ways of presenting the separation.

The requirement for the treatment of Fun-
damental Errors, as spelt out in the stand-
ard, provides for two alternatives as already
discussed. Both have their advantages and

disadvantages. The standard allows both but
shows a preference for the former.

The provision of two alternatives as dis-
cussed above, for the accounting treat-
ments Fundamental Errors seem to differ
from practices in the US, UK and Australia
where the standards do not seem to pro-
vide for alternatives.

Basically the two alternatives in the treat-
ment of changes in accounting policies seems
to also be the practice in many other coun-
tries with slight differences. In the US, it is
the general practice that the effect of the
change from one accounting policy to another
is reflected by reporting the cumulative effect
of the change in the income statement in the
period of change. This is similar to the allowed
alternative as prescribed in the standard. How-
ever, for certain changes no choice is allowed.
Again such requirement would help towards
greater uniformity and comparability than
where the choice is left completely open.

The provision of alternatives in account-
ing standards is for the purpose of flexibil-
ity and to provide choice for application by
diverse economic enterprises. The alterna-
tives prescribed in the IAS should be for a
similar purpose, that is, to cater to the needs
of different countries with different legal,
cultural and economic environments. It is
up to the member country concerned to
examine and decide which alternative is
most suited to its needs after considering
all necessary legal, cultural and economic
factors. It may be necessary to adopt both
alternatives under curtain circumstances
but its impact on the comparability of finan-
cial statements must always be considered.

The contents as set out in the standard
have indeed achieved its objective spelt out
under the Objective paragraph, that is, “to
prescribe the classification, disclosure and
accounting treatment of certain items in
the income statement so that all enter-
prises prepare and present an income state-
ment on a consistent basis”. Consistency
in the preparation of the income statement
amongst the dif ferent enterprises may
have been achieved. But what is even more
important is comparability, which has long
been and still is the crux of the problem in
accounting. Consistency as required here
is consistency in the preparation of finan-
cial statements that are comparable.

7 “Accounting Changes”, Opinions of the Ac-
counting Principles Board No. 20 (NY AICPA,
1971)
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Getting the Hang of GATS
Negotiations on trade liberalisation are going on at WTO on GATS. We
also hear of AFAS under ASEAN’s purview. What is it that is so impor-
tant that the countries around the world are seen poring over documents
and bundles of papers to “negotiate”. Often, people refer to modes of
supply and we ask — what kind of supply are we talking about? This
article provides some insight on GATS and the initial documentation
for us to understand trade liberalisation.

1

2

3

G AT S

G
ATS is essentially a set of agree-
ments on Trade in Services. The
importance of the professional

services industr y should not be over-
looked. We often think of trade in com-
modities e.g. palm oil, timber etc. At times,
we stop to think that the services sector
does play an impor tant role in our
economy. Just look at the quantum of ser-
vice tax collected over the years.

For the record, we need to mention that
the Professional Services Industry plays a
critical role in the Malaysian Economy. Be-
ing a fast growing sector in Malaysia, the
value of import reached a level of RM7.9
billion. It generated revenue close to
RM7.4 billion in Year 2000.

That’s the reason why Professional Ser-
vices need to be looked at carefully when
GATS is in place. How we negotiate is
therefore vital. This means we need to un-
derstand what GATS means.

GATS in the Technical Sense
The agreement on Trade in Services

reached in the Uruguay Round is perhaps
the most important single development in
the multilateral trading system since GATT
itself came into effect in 1948. The new
General Agreement on Trade in Services
(GATS) for the first time extends interna-
tionally agreed rules and commitments,
broadly comparable with those of the
GATT, into a huge and still rapidly grow-
ing area of international trade.

GATS rules extend to all forms of inter-
national trade in services. This means that
the GATS agreement represents a major
new factor for a large sector of world eco-
nomic activity.

Significance of GATS
GATS rules are not quite complete, and

are largely untested. The negotiations need
to go on. Among the most important ele-
ments in the GATS package is the prom-
ise that successive rounds of negotiations
will be undertaken to continue opening up
world trade in services.

There are national schedules, one for
each WTO member, which set out commit-
ments not to impose greater restrictions
than are specified on the supply of services
by other members.

The GATS agreement itself; the five an-
nexes which set out some supplementary
rules; and the further annexes and Minis-
terial decisions establish the basis for con-
tinuing negotiations. Finally, they explain
how to understand the national schedules
of commitments.

GATS : The Basic Agreement
The 29 Articles (32, if three business Ar-

ticles are counted separately) of the GATS
agreement as a whole has six parts.

� Part 1, sets out the scope and definition
of the agreement;

� Part II, the longest, deals with general
obligations and disciplines :  that is, with
rules that apply, for the most part, to all
services and all members;

� Part III sets out rules governing the spe-
cific commitments in schedules;

� Part IV concerns future negotiations and
the schedules themselves; and

� Parts V and VI cover institutional and fi-
nal provisions.

A preamble to the agreement essentially
states three considerations in its negotiations.

First, the establishment of a multilat-
eral framework of principles and rules,
aimed at progressively opening up
trade in services, should help this trade
to expand and to contribute to eco-
nomic development worldwide.

Second, WTO members, and particu-
larly developing countries, will still
need to regulate the supply of services
to meet national policy objectives.

And third, developing countries should be
helped to take a fuller part in world trade
in services, particularly through strength-
ening the capacity, efficiency and competi-
tiveness of their own domestic services.

Part I
(Article I) defines the scope and cover-

age of GATS. The agreement applies to
measures by WTO members which affect
trade in services. This definition goes be-
yond central governments to include meas-
ures taken by regional and local govern-
ments, and includes those of non-govern-
mental bodies exercising powers delegated
to them by governments. This means that
the Institute is also involved.

All services are covered, except those
“supplied in the exercise of governmental
authority”. These are being defined as
services (such as central banking and so-
cial security) which are neither supplied
on a commercial basis nor in competition
with other service suppliers.

Article I also sets out a comprehensive
definition of trade in services in terms of
four different modes of supply: cross-bor-
der, consumption abroad, commercial
presence in the consuming country, and
presence of natural persons.

These definitions are crucially impor-
tant. They are :

Cross-border supply of services, or “Mode 1”.
The service itself crosses national frontiers.

“Mode 2” is consumption abroad, or in the
words of Article I the supply of a service
“in the territory of one Member to the serv-
ice consumer of another Member”. Typi-
cally, this will involve the consumer travel-
ling to the supplying country, perhaps for
tourism or to attend an educational estab-

I N T E R N AT I O N A L  N E W S
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lishment. Another example of consumption
abroad would be the repair of a ship or air-
craft outside its home country. Like cross-
border supply, this is a straightforward form
of trade which raises few problems, since it
does not require the service supplier to be
admitted to the consuming country.

“Mode 3” is the supply of a service through
the commercial presence of the foreign sup-
plier in the territory of another WTO mem-
ber. Examples would be the establishment
of branch offices or agencies to deliver
such services as banking, legal advice or
communications. This is probably the most
important mode of supply of services, at
least in terms of future development, and
also raises the most difficult issues for host
governments and for GATS negotiations.
A large proportion of service transactions
require that the provider and the consumer
be in the same place. Mode 3 does not nec-
essarily require the presence of foreigners
(the foreign supplier’s office may be staffed
entirely by local personnel).

When this is the case, Mode 3 will be
found together with “Mode 4”: the presence
of natural persons, or admission of foreign
nationals to another country to provide
services there. Mode 4 may also be found
alone, with no permanent commercial pres-
ence, and the visiting persons involved may
be employees of a foreign service supplier,
or may be providing services as indepen-
dent individuals. The agreement has noth-
ing to do with individuals looking for em-
ployment in another country, or with citi-
zenship, residence or employment require-
ments. Even if members undertake Mode
4 commitments to allow natural persons to
provide services in their territories, they
may still regulate the entry and stay of the
persons concerned, for instance by requir-
ing visas, as long as they do not prevent
the commitments from being fulfilled.

Some of these services can be supplied in
several of the four ways, while many others
by their nature cannot. For example, the serv-
ices of a professional adviser may possibly be
supplied through a visit to him by his foreign
client, by mail, through an office maintained
in the client’s country, or by a personal visit to
that country. On the other hand, a tourist can
only enjoy a foreign country’s beaches by go-
ing there, and street-cleaning services obvi-
ously must be provided on the spot.

Part II
This Part sets out “general obligations

and disciplines”. These are basic rules that
apply to all members and, for the most part,
to all services.

GATS Article II, on most-favoured-nation
treatment states that “with respect to any
measure covered by this Agreement,” (cov-
erage which of course has just been defined
very widely in Article I) “each Member shall
accord immediately and unconditionally to
services and service suppliers of any other
Member treatment no less favourable than
it accords to like services and service sup-
pliers of any other country”.

The exemption lists are governed by con-
ditions set out in a separate annex to GATS.
The annex makes it clear that no new ex-
emptions can be granted, at least by this
route: any future requests to give non-MFN
treatment can only be met through the
WTO waiver procedures. Some listed ex-
emptions are subject to a stated time limit.

Apart from services specified in indi-
vidual MFN exemption lists, the only per-
mitted departure from most-favoured-na-
tion treatment under GATS is among coun-
tries that are members of regional trading
arrangements.

GATS Rules on “Economic
Integration” found in Article V

Article V permits any WTO member to
enter into an agreement to further liberal-
ise trade in services only with the other
countries that are parties to the agreement,
provided the agreement has “substantial
sectoral coverage”, eliminates measures
that discriminate against service suppliers
of other countries in the group, and pro-
hibits new or more discriminatory meas-
ures. Recognising that action to open up
service markets may well form part of a
wider process of economic integration, the
article allows the liberalisation achieved to
be judged in this light.

A second basic principle carried over
from GATT is that of transparency. Trad-
ers will be badly handicapped in doing busi-
ness in a foreign country unless they know
what laws and regulations they face. This
problem is particularly serious for trade in
services, because so many of the relevant
government rules are domestic regula-
tions. GATS requires each member to pub-

lish promptly “all relevant measures of
general application” (that is, measures
other than those which involve only indi-
vidual service suppliers) that affect opera-
tion of the agreement.

Members must also notify the Council
for Trade in Services of new or changed
laws, regulations or administrative guide-
lines that affect trade in services covered
by their specific commitments under the
agreement. By the end of 1996, each mem-
ber should have established an enquiry
point, to respond to requests from other
members for information on these matters.

Other rules in Part II are intended to en-
sure that benefits under GATS are not
blocked by domestic regulations. Gene-
rally-applied measures that affect trade in
service sectors for which a country has
made commitments must be applied rea-
sonably, objectively and impartially. Appli-
cations to supply services under such com-
mitments must receive a decision within a
reasonable period of time.

GATS also urges members to recognise
the educational or other qualifications of
service suppliers of other countries. It al-
lows governments to negotiate agreements
among themselves for mutual recognition
of such qualifications, provided other coun-
tries with comparable standards are given
a chance to join. Qualification requirements
are not to be applied in a way that discrimi-
nate between countries or constitutes a dis-
guised restriction on trade in services, and
should be based wherever appropriate on
internationally agreed standards.

Article VIII refers to state trading. A mo-
nopoly supplier of a service must not be al-
lowed to act inconsistently with a member’s
MFN obligations or its specific commit-
ments, or to abuse its monopoly position. If
a country that has made specific commit-
ments to allow supply of a service later
grants a monopoly right for that supply, and
thus negates or impairs the commitments,
it will have to negotiate compensation.

Article XII, on restrictions to safeguard
the balance of payments, permit members
in serious balance-of-payments difficulties
(or threatened by such difficulties) to re-
strict trade in services for which it has un-
dertaken commitments. Developing coun-
tries, or countries in transition, may use
such restrictions to maintain a level of re-
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serves adequate for their development or
transition programmes. However, such re-
strictions must not discriminate among
members, cause unnecessary damage to
the interests of other members or be more
restrictive than necessary in the circum-
stances, and must be temporary and phased
out as the situation improves. Priority may
be given to essential services, but the re-
strictions must not be adopted or main-
tained to protect a particular sector.

As under the GATS, governments’ pur-
chase of services for its own use is exempt
from basic GATS obligations.

GATS provisions on general and security
exceptions are perhaps the closest of all to
their GATT equivalents. This reflects the fact
that the overriding considerations which are
recognised as allowing a country to ignore
specific international obligations will apply
as strongly to one aspect of its trade as to
another. The list that follows includes the pro-
tection of public morals and human, animal
or plant life or health, and some which are
particularly applicable to services. Among
the latter are the prevention of deceptive and
fraudulent practices, the protection of indi-
vidual privacy in the handling of personal
data, and equitable and effective taxation.

Two of the other provisions in Part II of
the GATS represent unfinished business.
These are the Articles dealing with safe-
guards and with subsidies. On safeguards,
Article X provides that multilateral nego-
tiations on the question of emergency safe-
guard measures, based on the principle of
non-discrimination, shall be completed by
the beginning of 1998. (This deadline was
extended). Until then, a member may
modify or withdraw a specific commitment,
in spite of the normal rule that such com-
mitments cannot be changed for three
years, if it can show the Council for Trade
in Services that the action is necessary.

Article XV provides that negotiations
shall take place also on subsidies affecting
services, and on the possible need for
countervailing duties.

Part III
Part III sets out the rules which, together

with the basic categorisation of services
according to the four modes of supply in
Article I, have shaped each WTO member’s
individual commitments to admit foreign

suppliers of services to its market. Its two
main articles deal with market access and
national treatment. Both set out require-
ments that apply only to scheduled sectors.

Article XVI starts by stating that each
member is to give no less favourable treat-
ment to the services and service suppliers
of other members than is provided in its
schedule of commitments.

The remainder of the article sets out six
forms of measures affecting free market
access that may not be applied to the for-
eign service or its supplier unless their use
is clearly provided for in the schedule.
They are :

� limitations on the number of service sup-
pliers;

� limitations on the total value of service
transactions or assets;

� limitations on the total number of ser-
vice operations or the total quantity of
service output;

� limitations on the number of persons that
may be employed in a particular sector
or by a particular supplier;

� measures that restrict or require supply
of the service through specific types of
legal entity or joint venture; and

� percentage of limitations on the partici-
pation of foreign capital, or limitations
on the total value of foreign investment.

Part IV
Part IV puts liberalisation into practice. Two

of its three articles are essentially technical.
The third has a much broader overview.

One of the technical articles, Article XX,
simply spells out the procedural implica-
tions of Part III which, as we have just seen,
prescribes the rules for specific commit-
ments on services.

The other technical article provides rules
for modifying or withdrawing commitments
in schedules. At least three months’ notice
must be given for the proposed change. The
price to be paid will be a readjustment of
the balance of advantage in commitments
with any WTO member affected by the
change. This will normally be settled by
negotiation, to be undertaken at the request
of the affected member as soon as notice
has been given of the proposed change.

If all goes well, agreement will be reached
on new commitments to offset those being

withdrawn, so that the general level of com-
mitments between the countries concerned
is no less favourable to trade than before.
These compensatory adjustments are to be
applied on a MFN basis. In the event that
the negotiations do not lead to agreement, a
country, which believes it has a right to com-
pensation, may take the matter to arbitration.

The arbitration procedure is also set out
therein. The Council for Trade in Services
has also established detailed procedures for
changes to schedules, including the time-
table for negotiations on compensation and
the choice and tasks of arbitrators.

The most important element in Part IV
of GATS, however, is clearly Article XIX.
This provides that, starting not later than
January 2000, WTO members shall enter
into “successive rounds of negotiations with
a view to achieving a progressively higher
level of liberalisation” of trade in services.

Part V & VI
These parts contain little that is different

from the institutional and final provisions of
other agreements in the Uruguay Round pack-
age. Dispute settlements will take place un-
der the central WTO rules and mechanisms.

A separate Ministerial decision provides
for specialised experts to be available to
serve as panellists for disputes on service
questions, and a provision of the agree-
ment’s Annex on Financial Services calls for
panels on prudential issues and other finan-
cial matters to have relevant expertise.

GATS Annexes and
Ministerial Decisions

No less than eight annexes attached to
GATS, eight Ministerial decisions adopted in
Marrakesh on the same day that GATS was
signed, and an Understanding attached sepa-
rately to the Uruguay Round Final Act, bear
on GATS rules and on negotiations on ser-
vices. Some, and particularly those five an-
nexes whose provisions will continue to ap-
ply in the longer term, are integral and impor-
tant parts of the package of agreements on
trade in services reached in the Round.

Two of the most important and permanent
annexes, those on Article II exemptions and
on the movement of natural persons, have
already been discussed in conjunction with
the provisions of GATS Articles I and II re-
spectively. The others concern four specific
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sectors of trade in services: air transport, fi-
nancial services, telecommunications and
maritime transport services.

The annex on air transport in some ways
resembles that on the movement of natu-
ral persons: it is largely concerned with
making clear that major aspects of the sub-
ject fall outside the coverage of GATS.

How to Read a GATS Schedule
The services obligations of each WTO

member cannot be understood by reference
only to the general rules of GATS. As ex-
plained in the opening section of this chap-
ter, a member’s obligations — even in such
fundamental respects as treating a foreign
service supplier on the same basis as a na-
tional supplier — depend largely on the spe-
cific commitments it has undertaken in its
national schedule. The easiest way of under-
standing how a services schedule works is
to look at one. The most important element
is the classification of services used in mak-
ing commitments. GATS schedules largely
follow a classification, based on the United
Nations Central Product Classification (CPC)
system, which identifies 11 basic service sec-
tors (plus a twelfth category for miscellane-
ous services). These sectors are subdivided
into some 160 sub-sectors or separate serv-
ice activities. (The number of activities actu-
ally covered by GATS commitments is a lit-
tle smaller.) The 12 sectors are :

� business (including professional
and computer) services. The ac-
countancy sector is being dis-
cussed in this sector;

� communication services;

� construction and related engineering
services;

� distribution services;

� educational services;

� environmental services;

� financial (insurance and banking)
services;

� health-related and social services;

� tourism and travel-related services;

� recreational, cultural and sporting
services;

� transport services; and

� other services not included elsewhere.

Note : For more information please refer to
www.wto.org or call Sazalina Kamarudin at
03-2279 9236. AN

C O L U M N S
N E W S  F R O M

P R O F E S S I O N A L  B O D I E S

MANAGEMENT ACCOUNTING

CONFERENCE 2002

CIMA is organising a Management
Accounting Conference on 13–14
August 2002 at Hotel Nikko, Kuala

Lumpur. The theme is “Management Ac-
counting in the 21st Century — Appraising
Opportunities and Challenges”.

According to Dato’ O. K. Lee FCMA,
President of CIMA Malaysia Division,
“With the changing business scenario
brought about by globalisation and inten-
sive competition, management accountants
need to review their role and re-invent
themselves to face the challenges ahead.
They can no longer be comfortable as mere

providers of financial information but need
to move to the fore as strategic business
partners. Strategic management was iden-
tified as the priority for future management
accountants in a 1998 membership and
employer survey by CIMA. Last year fur-
ther research found that the most impor-
tant skills are IT competence, analysis and
interpretation, wider business knowledge
and the ability to integrate financial and
non-financial information.”

International and local speakers will be
here to share their insights and expertise.
Do join us for this conference!

� Opening Address
by Harry Bryne FCMA, FCCA, President of CIMA, UK

� Adding Value Through Treasury Management in the 21st Century
by Norman Lyle FCMA, Group Finance Director, Jardine Matheson Limited, Hong
Kong and Past President of CIMA.

� The Emerging Role of Management Accountants in Corporate Governance
by Eddie Gunadi, Chairman, Indonesian Institute of Accountants — KAM and Chair-
man, Forum for Corporate Governance in Indonesia (FCGI).

� Management Accounting — a Future Perspective in the Public Sector
by YBhg. Datuk Maslamah Osman FCMA, Accountant-General Malaysia.

� Management Accounting Practices of Malaysian Companies — An Indus-
trial Survey
by Associate Professor Dr. Normah Omar, Coordinator of Research and Consultancy,
Faculty of Accountancy, MARA University of Technology

� The Pivotal Role of Management Accountancy Knowledge in Driving the
Profit Making Process of Repetitive Manufacturing Businesses — 21st
Century Style
by Bruce Riley FCMA, Australia

� A Paradigm Shift in the 21st Century :  From Accounting Knowledge to
Knowledge Accounting
by Li Wing Sun FCMA, Chief Financial Officer, Ericsson Ltd, Hong Kong.

� Finance Shared Services
by Chong Yeow Leong, Senior Manager, Accenture Malaysia.

� Emotional Intelligence : People Skills for Effective Management
by Professor Dr. Leonard Yong, Adviser, Centre for Continuing Education, Univer-
sity Malaya.

For more details, please contact Doreen or Siew Lian at 03-7803 5531, 7803 5536 or
e-mail :  kualalumpur@cimaglobal.com
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Sabah Welcomes New Members

I N S T I T U T E  N E W S
S A B A H MIA SABAH BRANCH

Sabah Branch Head Visits Sandakan & Tawau

M embers in these two farthest
chapters warmly welcomed back
Alexandra Thien, Sabah Branch

Chairperson. It was exactly a year ago that
Thien last visited Tawau and Sandakan at
the Annual Members’ Dialogues. During
the last dialogue, Thien presented the

amendments to the Accountants Act. For
this round of dialogues, she explained the
Institute’s new Vision and Mission. After the
briefing on Revised By-Laws by the Branch
Manager, Thien discussed issues with prac-
titioners and members especially on the
new requirements of the revised by laws.

Another new batch of Sabah mem-
bers admitted at the end of last year
attended the Branch certificate

presentation ceremony held at the MlA of-
fice in Kota Kinabalu recently. Alexandra
Thien presented the new Chartered Ac-
countant certificates and introduced her
Sabah Branch committee members at the

simple ceremony cum fellowship evening.
Members were encouraged to play an ac-

tive role in MIA and to support branch ac-
tivities, especially CPE talks and seminars
organised by the Sabah Branch CPE Com-
mittee under the capable chairmanship of
Viviana Lim. These additional programmes
were initiated by the Sabah Branch to as-

sist members in maintaining their manda-
tory CPE requirements.

After the presentation and light refresh-
ments, some of the new members stayed
back and joined other members to attend
a two-hour evening talk on the new Revised
By-Laws presented by Branch Manager,
Lucy Read. AN

Alexandra Thien (left) welcoming Prof. Dr Mohd Adam
Bakar to MIA Sabah

New members with the Sabah Branch Committee after the certificate
presentation

Members attending the evening talk at the Sabah office Members listening to the interesting Revised By-Laws on Advertisements

While in Sandakan, Thien accompanied
by Tan Huang Dak, Sandakan Chapter
Chairman and his committee members paid
a courtesy call on Datuk Dayang Adeline
Leong, President of the Municipal Council
of Sandakan in her office.

Tan Huang Dak was recently appointed

Sandakan members were happy to hear that their opinions were
heard by the Branch Chairperson

James Ku raising an important issue at the Tawau members’
dialogue
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At the Sandakan Municipal Council (L to R) Louis Chin, Chapter
committee; Chong Ket Vui, Chapter committee; Alexandra Thien, Datuk
Dayang Adeline Leong, Tan Huang Dak, Chapter Chairman; Dorothy
Majalang, SMC staff & MlA member and Lucy Read, MIA staff

S A B A H / S A R AWA K

I N S T I T U T E  N E W S

Practioners’ and Members’ Dialogue in Sarawak

(Left to right) … Yong Yet Yun, Miri Chapter Secretary; David Tiang
and Wan ldris Wan lbrahim, PPT Chairman at the Miri Dynasty Hotel

Sarawak Branch Chairman, David
Tiang and Branch Public Practice
Tax Chairman, Wan ldris Wan

lbrahim made a special effort to conduct
annual dialogues with members at the lo-
cal chapters after the President’s dialogue
with members in Kuching recently. It was
a hectic three sessions in three towns

Section of Miri members

AN

MIA SARAWAK BRANCH

observer of the Sandakan Mu-
nicipal Council while Ho Yun
Kong was invited as observer of
the Tawau Municipal Council,
both representatives from the
accounting profession.

During the cour tesy call,
Thien briefed Datuk Dayang on
the Institute and its functions
and stressed on the stringent re-
quirements of the regulatory
bodies and authorities in the
preparation of annual accounts.
She advised the public to en-
gage the services of qualified ac-
countants who are required to
abide by professional codes of
ethics. Thien and Sandakan
committee members were later
invited by Datuk Dayang to
high-tea at her tranquil hilltop
residence, surrounded by a lush
virgin rainforest, cultured lawns

and the South China Sea. With
the sun setting on the horizon,
it was the perfect ending for the
day for MIA and other invited
guests at the function - the Aus-
tralian families visiting the Aus-
tralian War Memorial and trade
delegates from Zamboanga and
Mindanao.

Before releasing Thien from
her of ficial duties, the
Sandakan Municipal Council
arranged a career talk for LCCl
students at Yuk Yen Secondary
School. The career talk was
presented by Branch Manager,
Lucy Read. Together with
chapter committee members,
Thien answered a barrage of
questions raised by the stu-
dents — including queries on
Enron as well as professional
conduct and responsibilities.

Yuk Yen Secondary School students posing with the Branch
Chairperson and Sandakan Committee members after the career talk

within one and a half days. First stop was
Miri where the dialogue began at 7.00 p.m.
Next was Bintulu for a 1.30 p.m. dialogue
and finally Sibu on the same evening at 7.00
p.m.

Tiang briefed members on the Institute’s
New Strategic Direction while Wan ldris
highlighted the current issues on public

practice. The Revised By-Laws (on Profes-
sional Conduct & Ethics) was presented
by the Branch Manager.

At the dialogues, members were gene-
rally concerned with the increasing respon-
sibilities of the profession, practice re-
views, continuing educational programmes
and enhancement of services.

AN

Bintulu members(Left to right) … Ngu Woo Hieng, Bintulu Chapter Chairman; David
Tiang and Wan ldris conducting a lively session
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MIA Penang’s Annual Dialogue with the Inland Revenue Board

MIA PENANG BRANCH

S A R AWA K / P E N A N G

I N S T I T U T E  N E W S

MIA SARAWAK BRANCH

Senior Sibu practitioners … Hii King Hiong (left) and Wong Chie
Hong (2nd from left) with other members at the Tanahmas Hotel

Philip Tong (left), Sibu Chapter Chairman seeking clarification from
RoC Corporate Directors at a training seminar by Wan ldris (right)

To ensure members are updated with
current developments on tax mat-
ters, the MIA Penang Branch to-

gether with the Inland Revenue Board
(IRB), organised a dialogue session on 15
May this year.

MIA Penang Taxation Sub-committee
Chairman, Fan Kah Seong, MIA Branch
Chairman, Steven Teh and IRB Penang
Branch Head, Wong Poh Lam, were
present at the dialogue.

In his welcoming address, Steven Teh,
expressed his utmost appreciation to the
agency, which he said had provided valu-
able assistance to members in the state. He
added that, the Institute was looking for-
ward to a continuous and stronger relation-
ship with the agency.

On the same note, Wong Poh Lam in-
formed members that the IRB are aware
of the challenges faced by practitioners in
view of the implementation of the self-as-

A section of the participants … in full attention
Chan Suan Cheng, IRB Companies Unit Head explaining a few
points on Form C which was shown on a Power Point slide

Leading the dialogue … (from left) Fan Kah Seong, Steven Teh and Wong Poh Lam

AN

sessment system. He advised MIA mem-
bers to face this development with an open
mind and the right attitude.

Also at the dialogue to answer inquiries
on tax matters were senior officials from

the IRB. They were IRB Investigation Head
(Penang), Mohd Nor Lamsah; IRB Bukit
Mertajam Branch Head, Sabin Samitah;
and IRB Deputy Head (Penang) Latifon
Panjang Ahmad.
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B U D G E T  H I G H L I G H T S
B U D G E T  P R O P O S A L

NATIONAL BUDGET
2003 : Proposal by the Institute

Section 75 of the Income Tax
Act, 1967 (ITA)

The Institute proposes that Section 75 be
amended to make it clear that the principal
officers of a company will be personally
liable for the company’s taxes only to the
extent that they have improperly siphoned
off the company’s funds to themselves or
their accomplices thereby causing the IRB
to be unable to recover taxes from the com-
pany.

Revision of Estimate of Tax
Payable (ETP) :
Section 107(C) of ITA

In response to requests and submissions
by various professional bodies/private sec-
tor organisations, the Ministry of Finance
(MoF) has sensibly approved (for Year of
Assessment 2001 only) two additional revi-
sions of the ETP, whereby a company has
the option to provide two additional revised
estimates in the third, ninth or twelfth
month of the basis period of a year of as-
sessment. The approval was implemented
through administrative measures.

We propose that Section 107(C) be
amended to incorporate the aforesaid ad-
ministrative measures approved by the
MoF into the ITA so as to allow taxpayers
two additional revisions of the ETP to be
ef fected in the third, ninth or twelfth
months of the basis period for a year of as-
sessment.

Extension of Time to Submit
Tax Returns and Form R :
Section 77(1) and Section 108(5) of ITA

Every company shall for each year of as-
sessment furnish to the Director-General
a tax return in the prescribed form (Form
C) within six months from the date follow-
ing the close of the accounting period
which constitutes the basis period for the

year of assessment. For the year of assess-
ment 2001, the MoF has agreed to allow
companies to submit
their tax retur ns
within eight months
from the date follow-
ing the close of the
accounting period
for the year of as-
sessment.

We propose that
Section 77(1A) be
amended to incorpo-
rate the administra-
tive measures ap-
proved by the MOF
as aforesaid to allow
companies to submit
their tax returns
within eight months
from the end of the
basis period for a
year of assessment.

In addition, we propose that Section 108
(5) be amended to allow a company to
submit its Form R within eight months
from the end of the basis period of a year
of assessment so that Form C and Form
R may be submitted together by a com-
pany.

Rebate on Overpayment of
Tax Liability

We propose that a “rebate” be given to
taxpayers on the amount of taxes overpaid.

We also propose that the rate of the “re-
bate” be 10 per cent per annum, and com-
puted on a daily basis until such time that
the tax overpaid is refunded or utilised
against future tax liability.

Reduction of Corporate Tax
Rate to 26 per cent

We propose that the Malaysian corporate

tax rate be reduced from 28 to 26 per cent to
enhance the country’s international competi-

tiveness, which is
crucial at this junc-
ture as countries are
now competing for
limited global funds
or investments.

     Deduction
     for Enter-
     tainment
     Expenses

We propose that
entertainment ex-
penses incurred be
deductible subject
to certain require-
ments, as entertain-
ing clients/poten-
tial customers and
business associates
is part and parcel of

private sector business activities in order
to expand business networks and stay com-
petitive especially in the current economic
climate.

Services Industry
i. Sales Tax and Service Tax in Respect of

Bad Debts
At present, neither the Sales Tax Act,

1972 nor the Service Tax Act, 1975 makes
any provision for bad debts, therefore leav-
ing the taxable person to shoulder the bur-
den of the tax in the event that his custom-
ers fail to pay for the goods or services sold
to them. This has caused double hardship
to taxpayers as he is not only unable to re-
cover his trade debts but is made to pay a
sales/service tax on the debt he cannot
recover.

We propose that Section 14(2) of the Ser-
vice Tax Act 1975 be amended, so that ser-
vice tax becomes due and payable only upon
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receipt of payment.
We also propose that in the Sales Tax Act,

taxable persons be allowed to claim bad
debts in computing sales tax payable, i.e.
sales tax already paid on bad debts be al-
lowed as a credit against sales tax payable
in the next period.

ii.Service Tax on Intra-Group Management
Services
The service tax levied on companies for

intra-group management services is not in
line with the Government’s policy of pro-
moting efficiency and competitiveness of
corporate groups in Malaysia in the face of
global competition.

We propose that the Service Tax Act be
amended to make it clear that service tax
is not applicable to “intra-group” manage-
ment services.

Further, as a means to promote the Ma-
laysian Multimedia Super Corridor (MSC)
project, we propose that no service tax be
levied on management services rendered
to companies in the MSC.

Exemption on Statutory
Income for the Provision of
Qualifying Professional Ser-
vices Rendered in Labuan to
Labuan Offshore Companies

We propose that the exemption under In-
come Tax (Exemption) (No.12) Order 2000
should also be given to accounting and
other professional firms as was previously
provided for in the Income Tax (Exemp-
tion) (No.13) Order 1991 and Income Tax
(Exemption) (No.2) Order 1997. An exten-
sion of the above exemption will directly
assist accounting firms to recruit profes-
sional staff of high calibre to serve offshore
companies in Labuan and consequently
enhance the quality of accounting and re-
lated services to be provided to these com-
panies in the long-term.

Although we have been given to under-
stand that this exemption will be given on a
retrospective basis, the government gazette
in relation to this has yet to be issued to
date.

 Course Relief for Individuals

In order to develop a competent, disci-
plined and highly skilled labour force, we
propose that a wider relief of RM5,000 per

annum be allowed for a resident individual
undertaking any course from a school or
institution approved by the Ministry of Edu-
cation.

We propose that the scope of courses in
which deduction is allowed should be ex-
tended to all areas of learning and should
not be restricted to only technical, voca-
tional, industrial, scientific or technological
courses, as other sectors (particularly the
services sector) are now playing an integral
role in overall economic growth.

Course Relief for
Postgraduate Studies

As the country’s economy moves towards
higher capital-intensity and knowledge-
based production processes, there is a need
for graduates to constantly upgrade their
knowledge and skills as they progress in
their careers. In this regard, we propose
that a relief of RM5,000 per annum be al-
lowed for a resident individual undertaking
any postgraduate course approved by the
Ministry of Education from any approved
educational institution established in Malay-
sia. This may also help to sustain the growth
of private institutions of higher learning, as
well as help our nation to have a greater pool
of workers with enhanced knowledge and
skills.

Rebate for Purchase of Com-
puters and Original Software

In view of rapid technological advances,
Malaysians should
be encouraged to
keep abreast of the
latest innovations in
the computer world.
We propose that this
can be achieved
through the grant-
ing of rebates once
every three years
(instead of once ev-
ery five years cur-
rently).

In addition, we
propose that the re-
bate of RM400 be
extended to include
the purchase of
original software

once every three years.

Individual Deduction for
Child-care Facilities and
Kindergarten to Reduce
Labour Shortages

We propose that a total deduction of up
to RM2,000 be allowed to individuals for the
use of approved (by the Ministry of Educa-
tion) kindergartens or child-care facilities
for their children. This will induce qualified
or skilled individuals to engage professional
people to attend to their children, and en-
able the “home-parent” to return to the
workforce and thus, reduce our over-reli-
ance on foreign labour.

Deduction of Interest
Payment for Individual

We propose that the mortgage interest
paid on a loan to purchase the main resi-
dence be eligible for income tax relief of up
to a maximum of RM10,000 per annum.
This proposal is intended for loans taken
for the purchase of property used as the
only or main residence at the time the in-
terest payments are made. This incentive
will also address the problem of soft prop-
erty demand in the present economic envi-
ronment by creating strong internal de-
mand among interested house buyers all
over the country.

Personal Relief for Insurance
Premiums and Contributions
to Approved Schemes

We propose that
the maximum ag-
gregate relief for
insurance premi-
ums and contribu-
tions to approved
schemes be in-
creased from the
present RM5,000
to RM10,000 for
each individual.
Besides benefiting
the taxpayer, an in-
crease in personal
relief also encour-
ages the growth of
the life insurance
industry.

11
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14
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Alignment of the Definition
for Export of Services

At present, the Ministry of International
Trade and Industry (MITI), in its various
negotiations with our ASEAN counterparts
on the liberalisation of our country’s pro-
fessional services has recognised the ex-
port of services within four modes of sup-
ply :

a) Mode 1 — cross-border supply;

b) Mode 2 — consumption abroad;

c) Mode 3 — commercial presence; and

d) Mode 4 — presence of a natural per-
son.

In encouraging the export of services,
exemption from service tax is given at
present to “exported taxable services”, the
definition of which is provided in the Ser-
vice Tax Act 1975, to include any taxable
service supplied for and to a person in a
country other than Malaysia, provided that
the service is not supplied in connection
with goods or land situated in Malaysia and
the person is not in Malaysia at the time
the service is performed. This definition,
however, appears to be rather rigid and not
exactly in alignment with the above Mode
2 of the recognised mode of export that
should be actively encouraged in Malay-
sia. The following example from a mem-
ber of the Institute illustrates this point
clearly :

A company incorporated in the US
wanted to conduct an internal audit re-

view on a company incorporated in Ma-
laysia in which the US company has a

49 per cent equity interest. The purpose
of the report was for consumption by

the US company to assist them in mak-
ing business and investment decisions

in respect to the Malaysian company. A
local firm of auditors was engaged by

the US company to perform the assign-
ment. The auditor’s bill was paid by the

US company.

The above would appear to be an export
of services under Mode 2 (since the report
would effectively be ‘consumed’ in the US)
and hence, such an assignment should not
attract service tax (which is intended to be
levied only on a Malaysian resident who
‘consumes’ the services locally), although
the review work is being carried out in Ma-
laysia (the accounting and other records
need to be kept in Malaysia pursuant to the
Companies Act, 1965). Nevertheless, to the
Customs Department, this assignment
would still attract service tax because it is
performed by a local audit firm in respect
of an operation established in Malaysia and
as such, would not form part of the ex-
ported taxable services as defined in the
STA which should be exempted from ser-
vice tax.

We wish to highlight the above anomaly
to the Customs Department with the hope
that the Customs Department can work
together with other departments (such as
MITI for example) to align the treatment
of service taxes to spur the export of pro-
fessional services to other countries and

to enable foreign investors to have a clearer
understanding of how the mechanism of
the STA would apply in this area.

Service Tax on
Management Services

At present, management charges be-
tween companies in the same group are
subject to service tax upon reaching the
threshold notwithstanding that it is a cost
reimbursement with no profit element.
Also, the contention that the holding com-
pany or any company in the group is not in
the business of providing management
services but merely managing their invest-
ments and therefore not subject to service
tax on the management fees has been re-
jected by the authorities.

The Institute also understands that cur-
rently the authorities are pursuing an ap-
peal in the case of Sarawak Shell Berhad
& Sabah Shell Petroleum Company Limited
vs. Minister of Finance before the court
where there was a decision made by a
lower court in favour of the taxpayer in
respect of the above matter.

In this regard, the Institute would like
to request that pending an appeal on the
above matter (and bearing in mind the
duration of an appeal process), the Cus-
toms Depar tment consider granting a
“stand-over” of the service taxes in ques-
tion before a final decision is reached. Al-
ternatively, the Institute would like to sug-
gest that service tax levied on “intra-group”
management service charges be removed
to enhance group efficiency and promote
domestic competitiveness in line with the
Government’s policy to enhance efficiency
and competitiveness of Malaysia’s exports
in the global economy.

Sales Tax and Service Tax
in Respect of Bad Debts

Pursuant to Section 22 (2) of the Sales
Tax Act, 1972, sales tax which falls due
during any taxable period shall be payable
within 28 days from the expiration of the
taxable period, which is two calendar

MIA DIALOGUE WITH THE ROYAL CUSTOMS

AND EXCISE DEPARTMENT, MALAYSIA
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months.
Pursuant to Section 14(1) of the Service

Tax Act, 1975, service tax shall be due at
the time when payment is received for tax-
able service provided by the taxable per-
son. Section 14(2) further states that where
payment is not received within a period of
12 calendar months from the date of the
invoice for the taxable service provided,
service tax shall be due on the day follow-
ing that period of 12 calendar months.

In both cases, a penalty is imposed if tax
remains unpaid after the expiration of the
period allowed for payment of the tax due.
Since tax has to be paid regardless of
whether the taxable person has collected
tax from customers to whom he has sold
goods or provided services, the only way
by which he could avoid the penalty is to
pay the tax himself.

Neither the Sales Tax Act, 1972 nor the
Services Tax Act, 1975 makes any provi-
sion for bad debts, therefore leaving the
taxable persons to shoulder the burden of
the tax in the event that his customers fail
to pay for the goods or services sold to
them. This has caused undue hardship to
taxpayers as in a time of a credit squeeze,
payments are slow and debts may eventu-
ally turn bad. Furthermore, the taxable
person is merely an agent of the Govern-
ment to collect the tax and they should not
be made to bear the financial burden.

In most professional service establish-
ments, especially firms of accountants and

auditors, the credit period taken by clients
could be as long as one full financial cycle
ranging from 12 to 18 months. It is not un-
common for clients to pay the previous
year’s fee before the commencement of the
current year’s audit. Naturally, some fees
remain unpaid and have to be written off
as bad.

For the above reasons, the Institute re-
spectfully suggests that Section 14(2) of
the Service Tax Act 1975 be repealed, so
that service tax becomes due and payable
only upon receipt of payment.

The Institute also wishes to suggest that
taxable persons be allowed to claim bad
debts which have become uncollectible in
computing sales and service tax payable,
i.e. net-off sales and service taxes which
have been paid on bad debts against those
collected within the taxable period.

This procedure will relieve the taxable
person from the tedious and time-consum-
ing process of appeal to the Minister of
Finance himself, which is currently the
only possible course of action available.

Disbursements or
Out-Of-Pocket Expenses

The Institute has received feedback from
members pertaining to the question of dis-
bursements in relation to service tax.

In this regard, the Institute would like to
seek a confirmation from the Customs De-
partment that disbursements or out-of-
pocket expenses are not subject to service
tax, and are not included in the computation
of the threshold for service tax purposes.

Management Services
Provided by Management
Corporations

For management corporations in high-
rise buildings with strata titles (such as
flats, apartments and condominiums),
service charges are collected by the man-
agement corporation from the individual
owners/residents of the respective units
of the buildings.

In this regard, the Institute would like
to seek a clarification from the Customs
Department whether the management
service provided by management corpora-
tions constitutes a “taxable service” under
Item 13 of Subheading II, Group G, Sec-
ond Schedule of the Service Tax Regula- AN

tions, and hence, attracts service tax pur-
suant to the Service Tax Act, 1975. Refer-
ence is drawn to the guidelines issued by
the Customs Department in November,
1997, which included property manage-
ment (e.g. by developer/valuers) as part
of management services.

The Institute hopes that the Customs
Department will provide further clarifica-
tion on the above in the context of manage-
ment services provided by the management
corporation. However, the Institute wishes
to highlight that the management corpora-
tion is a non-profit organisation established

with the sole role of managing the common
affairs of the buildings such as providing
security services, maintaining common
properties, settling common utility bills etc.
for the benefit and welfare of all the resi-
dents. In addition, management corpora-
tions are also the residents themselves with
no third party involvement at all.

Stamping and Signing of
Customs 1 and 8 Forms

Currently, shippers are required to
stamp and sign on (the reverse side) every
copy of Customs 1 and 8 forms in relation
to their local sales. There are suggestions
by members to simplify the procedure of
the stamping and signing of the forms, i.e.
to stamp and sign only the original copy of
the forms.
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How to Develop Quality
In Your Team …

B E T T E R  L I F E
M A N AG E M E N T

Quality is the ‘buzz’ word in mod-
ern-day management practice,
constantly used by consultants

and business gurus vying to charm debt-
ridden corporations into gold-winning
champions. Many success stories
abound of base companies with miser-
able workers and mounting debts being
transformed into happy teams and
healthy profits; never a day goes by with-
out a significant improvement, money-
saving suggestion or a quantum leap in
efficiency.

With the professed success of ‘Quality’
programmes, there has evolved a brand of
correct practice, which has several draw
backs :

� The adherence to a single formula, com-
pany wide and that too only led by sen-
ior management, has limited effect.

� It precludes innovation outside these
boundaries and leaves out teamsters.

� It reduces the dif ferentiation, which
such Quality programmes profess to
engender.

Quality is not the preserve of multi-departmental ad-hoc task
forces and the salvation of entire companies :  a manager, with a
small team of permanent staff, can also apply it … !

By Chris Read

� The emphasis on single-task specially-
formed groups shift the focus away from
the ordinary, daily bread-and-butter is-
sues.

 Of course, these criticisms do not invali-
date the ideas of Quality but simply sug-
gest that the principles should be viewed
from a new angle — and applied at a dif-
ferent level, a new perspective re-examin-
ing some of the tenets of Quality — espe-
cially in the context of a small, established
team.

What is “Quality”?
In current management writings “Qual-

ity” has come to refer to a whole gambit of
practices which themselves have resulted
in beneficial side-effects; as a Manager and
Team Leader, you will want to take advan-

tage of these benefits also.

� The Customer

In simple terms, attaining Quality corre-
sponds to satisfying the expectations of the
customer. Concern for the wishes and
needs of customers becomes the focus for
every decision. What the customer wants,
the company provides. This is not philan-
thropy, but has become a case for an or-
ganisation’s basic survival.

 Through careful education by various
competitors, the ‘discerning’ customer has
begun to exercise spending power in fa-
vour of quality goods and services; and
while quality is not the sole criterion in
selecting a particular supplier, it has be-
come an important differentiator.

For example, if a ball-point pen runs dry
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in one month, and another slightly more
expensive ball-point pen lasts for three,
then the second ball-point pen is the make
which the customer will buy again and
which he/she recommends to others. The
makers of the first ball-point pen may have
higher profit margins, but eventually sales
will dry up too; without quality in their
product, a company sacrifices customers,
revenue and ultimately its own existence.
In practical terms, Quality is that some-
thing extra which will be perceived by the
customer as a valid reason for either pay-
ing more or for buying again.

 In the case where the product is a ser-
vice, Quality is
equated with how
well the job is done,
and especially with
whether the cus-
tomer is made to
feel good about the
whole operation. In
this respect Quality
often does cost more, but the loss is re-
couped in the price customers are pre-
pared to pay and in the increase business.

Reliability …
The clearest image of Quality is in a prod-

uct’s reliability :  that the product simply
works. To prevent problems from arising
after the product is shipped, the quality
must be checked prior — and the best time
to check quality is throughout the whole
design and manufacturing cycle.

 The old method of quality control was
to test the completed product and then to
rework it to remove the problems. Thus
while the original production time was
short, the rework time was long.

 This new approach to Quality simply
asserts that if testing becomes an integral
part of each stage of production, i.e. the
process, the production time may increase
but the rework time will disappear. Further,
you have the advantage of catching and
solving many problems which the final ‘big-
bang’ quality-check might miss, but which
the customer will find on the first day to
the detriment of the manufacturer/sup-
plier!

 To achieve this requires an environment
where the identification of errors is con-
sidered to be ‘a good thing’, where the only

bad bugs are those that got away. One of
the most hallowed doctrines of Quality is
that of ‘zero defects’. Zero defects is a fo-
cus, it is a glorious objective, it is the as-
sertion that nothing less will suffice and
that no matter how high the quality of a
product, it can still be improved.

It is a paradox, contrary to reason, but,
like many religions, it holds an inner truth.
This is why the advocates of Quality often
seem a little crazy :  they are fanatics on
excellence!

People as Resource …
While Quality has its own reward in terms

of increased long-
term sales, manufac-
turers have found
that in the methods
seeking to improve
the quality of the
product, that ‘peo-
ple’ make substan-
tial contributions.

The workforce, as the people, is the most
valuable resource!

 This shift in perspective, from the man-
agement to the workforce, is the most sig-
nificant consequence of the search for qual-
ity. From this viewpoint has arisen a new
managerial philosophy aimed at empower-
ing the workforce :  decision-making by the
front line, active worker involved in the
company’s advancement. And from this
new perspective, new organisational struc-
tures have evolved
viz., ‘Quality Cir-
cles’.

 Without digress-
ing too much, for
such delegation to
be safely and effec-
tively undertaken,
the management
has to train the
workforce; not necessarily directly, and
not all at once, but often within the Qual-
ity Circles themselves using a single
‘facilitator’ or simply through peer-coach-
ing. The workforce has to learn how to
hold meetings, how to analyse problems,
how to make decisions, how to present so-
lutions, how to implement and evaluate
change. These traditionally high-level
managerial prerogatives are now devolved

to the whole staff. Not only does this de-
velop talent, it also stimulates interest.
Staff begin to look not only for problems,
but also for solutions. For example, sim-
ple ideas become simply implemented —
the secretary finally gets the filing cabi-
net moved closer to the desk, the sales
meetings follow an agenda, the software
division creates a new bulletin board for
the sports club. The environment is cre-
ated where people see problems and fix
them!

 Larger problems have more complex
solutions involving products and quanti-
ties, and so the whole workforce could be-
come engaged in changing existing prac-
tices and even in redesigning the machin-
ery.

 Introduction of Quality also ensures that
long-term success is given precedence
over short-term gains :

� The repeat-sale and recommendation are
more important than this month’s sales
figures;

� Staff training and development remain
in place despite immediate schedule
problems;

� The product’s reliability is paramount
even over time-to-market.

� Time devoted today saves time in the
future, and in making products, which
work first and every time.

Team Quality …
While the salva-

tion of an entire or-
ganisation may rest
primarily with Sen-
ior Management,
the fate of a team
rests with the
Team Manager.
The Team Man-
ager has the au-

thority and the power to define the micro-
culture of the work team. It is by the ardu-
ous application of the principles of Quality
that the Manager can gain for the team the
same benefits, which Quality can provide
for an organisation.

“The best ideas for any particular team are
likely to come from within (them) — the aim
of the Manager must be to act as a catalyst
through prompts and by example.”

“The best ideas for any particu-
lar team are likely to come

from within (them) — the aim
of the Manager must be to act
as a catalyst through prompts

and by example.”

“Quality is that something
extra which will be perceived

by the customer as a valid
reason for either paying more

or for buying again.”

AN
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B E T T E R  L I F E
H E A LT H

The fuming facts!
Ever y eight seconds one
smoker dies prematurely,
somewhere in the world.

Every cigarette smoked cuts
your life by 5.5 minutes.

Worldwide there are only two
major underlying causes of
premature mortality that are
increasing substantially —
HIV/AIDS and tobacco.

There are 1.15 billion smokers
worldwide.

Malaysia has five million
smokers.

Of the total world population 47
per cent are men smokers and
12 per cent women smokers.

Every year about four million
early deaths globally are re-
lated to smoking.

Of the four million early
deaths, Malaysia takes credit
for 10,000 of them.

What’s so lethal about
cigarette smoke?

Cigarette smoke contains over 4,000
chemicals, many of which can cause can-
cer. When you smoke you breathe in :

� Nicotine — Nicotine is a poisonous and
highly addictive chemical. It stimulates
the nervous system, increases the heart
rate, raises blood pressure and constricts
small blood vessels under the skin which
can cause wrinkles.

� Tar — Tar is a black, sticky substance
containing many poisonous chemicals.
It causes yellowish brown stains on your
fingers, teeth and lung tissue and is the
main cause of throat and lung cancer.

� Carbon monoxide — This is a poisonous

gas that reduces the amount of oxygen
intake by your red blood cells. The re-
sult? Less oxygen is available to the or-
gans of your body.

� Hydrogen cyanide — Yes, this poison used
in gas chambers during the war, is also
found in cigarettes! Hydrogen cyanide
damages the tiny hairs, which act as part
of the natural lung cleaning mechanism
in humans. As a result, there is build up
of toxic substances in your lungs.

� Radioactive compounds — These are
found in cigarettes and cause cancer.

� Metals — A number of metals are found
in tobacco smoke such as arsenic (white
ant poison), nickel, and cadmium (used
in car batteries).

� Pesticides — Pesticides are used in the
growing of tobacco plants.

� Other chemicals — Many different
chemicals are used to treat the tobacco
leaves after they have been dried.

By smoking, do your realise that you are cutting short your time
here on this earth? You are a living time bomb, waiting to explode!
Read on and discover why!

A Living Time Bomb
By Ooi Beng Choo

1
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Are you better off
smoking a cigar or a pipe?

Many people believe that cigar or pipe
smoking carries less risk than cigarette

smoking. This is a myth. Studies show that
the smoke from a cigar or pipe contains
the same toxic and carcinogenic com-
pounds found in cigarette smoke and are
just as addictive.

In 1998, the National Cancer Institute
(NCI) in the US noted that cigars can be
just as lethal as cigarettes. The NCI report
concluded that the mortality rates from can-
cer of the mouth, throat, larynx, pharynx
and oesophagus are about the same among
smokers of cigarettes, cigars and pipes. The
rates of coronary heart disease, lung can-
cer, emphysema, and chronic bronchitis are
higher for cigar and pipe smokers and are
correlated to the quantity smoked and the
degree of inhalation. Medical research
shows that :

� Just holding an unlit cigar in your mouth
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can cause nicotine to be absorbed into
your body.

� Smoking four or more cigars a day is the
same as smoking at least 10 cigarettes a day.

� One large cigar contains as much to-
bacco as a pack of cigarettes.

� The cigar or pipe smoke drawn in through
your mouth (‘mainstream’ smoke) con-
tains more toxic and cancer-causing
chemicals than cigarette smoke.

Are smokers being fair
to non-smokers?

Passive smoking is secondhand
smoking, that is, you smoke and
someone else gets to inhale the to-
bacco smoke, or you get to inhale the
smoke indirectly from a lit cigarette
held in your hand.

Passive smoke is harmful. Studies
show a small increase in the risk of
coronary heart disease, lung disease,
and cancer among non-smokers ex-
posed to tobacco smoke. However, the
risk is correlated to the level and du-
ration of smoke exposure.

Passive smoke is also linked with
low birth weight, sudden infant death
syndrome, bronchitis, pneumonia,
asthma, chronic respiratory prob-
lems, eye and nasal irritation, and
middle ear infection.

The consequences of
smoking can be dire!

Cancer
� Lung cancer — The risk of lung cancer

is 15 times greater for smokers than non-
smokers.

� Mouth and throat cancer — The risk of
laryngeal cancer is 20 to 30 times greater
for heavy smokers than non-smokers.

� Cancer of the oesophagus — The risk of
dying from oesophageal cancer is two to
nine times greater for smokers than non-
smokers.

� Cancer of the bladder and kidney — The
risk of bladder cancer is more than seven
times greater among smokers than non-
smokers.

� Cancer of the pancreas — The risk of can-
cer of the pancreas is more than five times
greater for smokers than non-smokers.

Heart disease
� About one third of all heart attacks in the

US and UK and about a quarter of all
heart attacks in Malaysia are caused by
smoking. Cigarette smoking is a major
cause of coronary heart disease.

� Women under 50 years of age who
smoke two packets of cigarettes a day
are 10 times more likely to get a heart

attack than women in the same age
group and who don’t smoke.

Respiratory disease
� At least 90 per cent of deaths from

chronic obstructive lung disease has
been attributed to cigarette smoking.

� Children whose mothers smoke experi-
ence a much higher rate of respiratory
illnesses such as colds, influenza, bron-
chitis, asthma and pneumonia.

Reproduction
� Fer tility — The fer tility of smoking

women is about 72 per cent that of non-
smoking women. Men smokers are
more likely to have decreased sperm
count and abnormally-shaped sperm.

� Birth weight — Women smokers tend to
have babies with low birth weight. Their
babies are on average 200 gm lighter

than those born to comparable non-
smoking mothers.

� Miscarriage and stillbirth — Smoking
women run the risk of suffering 2.5 to 10
miscarriages for every 100 pregnancies.

Other ill effects
� Prematurely wrinkled skin.

� Premature whitening of hair.

� Osteoporosis.

� Brown stains on teeth and fingers.

� Bad breath.

� Tooth decay.

� Chronic digestive disturbances.

� Reduced efficacy of a range of medi-
cine.

How do you know you
are addicted to

cigarettes?
When you :

�  Cannot resist a cigarette first thing
in the morning upon awakening.

�  Frequently take deep inhalations.

�  Smoke cigarettes containing nico-
tine levels more than 0.9 mg.

�  Smoke more than one small packet
of cigarettes a day (A small packet in
Malaysia contains seven cigarettes).

�  Smoke within 30 minutes of awak-
ening in the morning.

�  Smoke frequently in the morning.

� Need to smoke even if you are sick and
confined to the bed.

� Find it difficult to avoid smoking in no
smoking areas.

Want to quit smoking?
“Yes, slowly I will cut down!”, “When

‘puasa’ (fasting) month begins, I will give
up cigarettes!”, “Once my office problem
is resolved, I will not touch another ciga-
rette!”, “After we get married, I promise
you dear, I will give up smoking. I’m al-
ready smoking less! …” Excuses! excuses!

Give up completely!
When you know a snake is coiled around

your neck will you say ‘Let me get rid of it
inch by inch’? You will grab the snake in-
stantly and fling it to the ground. Likewise
this is how you should treat your smoking
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Brief Profile on www.prohighwayhealthcare.com
ProHighway Healthcare Sdn Bhd provides health information to the public

through its URL www.prohighwayhealthcare.com
Such information includes useful health tips that range from baby to elderly health

as well as information on diseases, drugs, statistics and treatment contributed by
various national organisations such as the National Cancer Society and Malaysian
Aids Council.

Linkages with various other websites also provide wider and more comprehen-
sive content. Other community services in the URL are :

Healthcare Live Chat that is on every Tuesday from 9.00 p.m. till 10.00 p.m. A
medical specialist is present to “chat” online with the public over the Internet on
a particular medical topic.

Ask Dr Bella. A question & answer column where the public can ask our team
of medical specialists’ health questions.

E-Family Counselling column, working with a team of professional counsellors
from “Focus on the Family” to meet the needs of the public.

habit — as deadly as a snake!
If you have the desire to quit coupled

with a “will not” power, then success is
likely to come from total abstinence. Not a
single puff after you have set the quit date.
My nephew did it this way. It’s two years
now and he has not had any desire to make
nicotine his friend again.

There is sense in complete cessation
because when you lower the number of
cigarettes, you tend to smoke more of each
cigarette in order to maintain the blood
nicotine level. Anyway, when you reduce
the number of cigarettes, you still experi-
ence the same withdrawal symptoms. So
you might as well make a clean break.

Change your behaviour
Whether you are making a clean break

or reducing the number of cigarettes you
smoke, you must understand that smok-
ing is an addictive disease, i.e. a disease
caused by a persistent habit that is consid-
ered harmful to the person. Nicotine is the
addictive component of cigarettes. Almost
as soon as you inhale, your body feels re-
laxed, calmer and happier. Soon, you will
be reaching out for a cigarette every time
you are tense or anxious.

You may seek self-help literature or be-
havioural counselling to help you over-
come withdrawal symptoms. How?

� Check what the triggers or situations are
that lead to smoking. For instance, if you
need a cigarette first thing in the morn-
ing upon awakening, or after a meal, or
when drinking coffee, try replacing this
urge to smoke with another activity, e.g.
going for a walk, chewing gum, listen-
ing to music.

� Try and keep yourself busy. Exercise is a
good way to get rid of tension, which would
otherwise have prompted you to smoke.

� Change your routine, e.g. have breakfast
in the garden, read the newspapers in
the evening instead of in the morning.
Try and avoid situations which you as-
sociate smoking with.

� Reward yourself at the end of the day or
week for not smoking.

� Remind yourself of the benefits of giv-
ing up smoking — a healthier you and a
happier family, etc.

� Keep a moneybox for the money you
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have saved from not buying cigarettes.

� Never mind if you are more short-tem-
pered than before. Remain positive and
this will pass.

� Let family and friends know that you
have given up smoking. They will give
you support and they will want to know
how you did it.

� If you do succumb to the temptation to
smoke, don’t be discouraged. Many of
those who have successfully given up
smoking have the same story to tell.

Try Nicotine Replacement
Therapy (NRT)

The purpose of NRT is to find another
source of nicotine when you give up ciga-
rettes. This means you give up the smok-
ing habit but the nicotine addiction is still
intact. NRT is helpful in that it eliminates
withdrawal symptoms. Over time, the nico-
tine dose is lessened and eventually the
craving for nicotine is diminished.

There are four forms of NRT.

Nicotine patch — The nicotine patch is
available over the counter. It is small
and is applied to the skin. The nicotine
is slowly absorbed through the skin
and enters the bloodstream.

Nicotine polacrilex resin or gum — This
is also available over the counter. Nico-
tine is slowly released when the gum
is chewed or kept inside the mouth.

Nicotine nasal spray — This is available

by prescription. The spray relieves
cravings for a cigarette by delivering
nicotine to nasal membranes.

Nicotine inhaler — This is also avail-
able by prescription. The inhaler looks
like a cigarette and when puffed, re-
leases nicotine into the mouth.

A recent approach is the combination of
three therapies namely a combination of :

an anti-depressant drug called bupropin
(brand name, Zyban)

NRT

counselling

This combination approach is producing
results and gaining favour.

You have just read the true facts about
smoking. Are you ready to defuse your
‘time bomb?’ Don’t think too long! I’m sure
you want to spend as long as possible on
this earth with those you love and cher-
ish! Act positively! Seek help from your
doctor. Treasure your health!
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Tour travels be damned. Half
the time you tire yourself from
the mere ups-and-downs of
alighting and boarding the

bus, and rushing to meet the schedule of
the tour operator. So instead of a break
from stress, you end up tired and hassled
by the end of the day. That’s why when a
brochure for a break in a turtle sanctuary
in Terengganu came flying in the mail it
got my attention in an instant.

Terengganu and turtles go hand-in-hand.
You can’t think of one without the other.
Yet a holiday with turtles on the (travel,
not food) menu is a rare concept, even for
a state that was once abundant with them.
And that’s the uniqueness of the Ma’
Daerah Turtle Sanctuary Centre. While it
doesn’t sell holiday packages to lure tour-
ists, the Weekend Volunteer Programme
offers the jaded urbanite a chance to un-
wind, relax and play their part in conser-
ving marine animals. KL-born and bred

Wan Rozami would in-
stantly vouch for that.
He left the bustling and
highly-strung life of the
city a year ago to take a
post at the centre as its
manager, and has not
once looked back.

“Many of my friends
thought I was crazy,”
says the young chap
bathed in a healthy tan.
“They even took bets to
see how long I’d last in the ‘outback’. But
I’ve found my calling. I don’t think I could
ever go back to KL. It’s so peaceful here
and being with the turtles has given me a
kind of satisfaction I’ve never felt before.”

The Ma’ Daerah Turtle Sanctuary Cen-
tre lies very near Kerteh, just a stone’s
throw from the state’s Petroleum Corridor.
Its secluded beach is still one of the state’s
best-kept secrets as there’s no easy access

to the area except via a roughened trail that
requires a 4WD to get through. Apparently,
Rantau Abang’s downfall — where the gi-
ant Leatherback turtles once bred by the
numbers but are now critically endangered

— was its accessibility.
Being near the main
road, locals and tourists
gained easy entrance to
the turtles’ nesting area,
which further attributed
to the turtles’ survival di-
lemma.

The centre, Rozami
explains, is a three-way
venture between BP
Petronas Acetyls Sdn
Bhd (a joint venture

company owned by BP and Petronas), the
Department of Fisheries (DOP), and the
World Wildlife Fund for Nature Malaysia
(WWF). “The camps and many of the ac-
tivities are conducted by WWF representa-
tives who are experts in this field.” Despite
its rigid moniker, he says, the Weekend
Volunteer Programme is really a holiday
and adventure in one. “A lot of folks get
nervous when they hear the word ‘camp’,”

Time Out With
The Turtles

T R AV E L  A N D  L E I S U R E
T E R E N G G A N U

By Anis Ramli

Take a break with a difference. Chill out in the East Coast sun
and rub shoulders playing neighbours with a member from the
Jurassic era.

Wan Rozami — Manager of the
Ma’ Daerah Turtle Sanctuary
Centre
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Rozami chuckled. “While
it’s true you sleep under
a tent, the centre does
have toilet and shower fa-
cilities, so you’re not that
far away from civilisation.
But you really have to
come here to experience
it. Sleeping by the beach,
watching the turtles —
it’s a really great way to
unwind.”

The 3-day/2-night
camping sojourn by the
tranquil shores of Ma’
Daerah allows you to ex-
perience firsthand contact
with the tur tles, espe-
cially the endangered
Green turtles that often
breed in Ma’ Daerah’s
coastline. Other turtles
like the leatherbacks, the
Olive Ridleys and the
Hawksbills sometimes
nest at the beach, al-
though their numbers are
few and their sightings
very rare.

The camp is believed to
be the only one of its kind
in the state and has gained
both national and interna-
tional recognition. Camp-
ers spend the night under
the stars on the beach and are encouraged
to join the regulators as they patrol the area
for turtle sightings. Turtles often nest after
dusk and their nesting season runs from
May to August. Throughout the three-day
programme, you’ll get the chance to learn
about the turtles, identify the four different
species just by looking at the sand tracks,
and discover how the centre works in pre-
serving this ancient animal. And we say “an-
cient” because they have been in existence
since the Dinosaur age!

The nesting of sea turtles is one of na-
ture’s most amazing spectacles. At the
camp, you’ll be joining the regulators as
they patrol the beach for sightings. Once
a female turtle has been sighted and their
breeding ground identified, you’ll be join-
ing them to observe the affair. By now you
would already be equipped with enough

information on how best to observe the ani-
mals.

One of the great things about the pro-
gramme is that everything is very hands-
on, says Rozami. “You’ll find that after the
turtle has bred, the guides may encourage
you to help them relocate the eggs into the
safe confines of the centre’s hatchery. The
eggs are replanted at the same depth
within the hatchery to avoid it from human
poachers, including natural predators like
birds and monitor lizards.” And if you’re
lucky, he continued, you might even get
the chance to release the ready hatchlings
back to the open sea!

Amid all this, the lap of the water and
the gentle lull of the breeze provide the
perfect antidote for jittery nerves and over-
worked minds. The beach is also sur-
rounded by a permanent forest reserve

that is home to many bird
and wildlife species. Ap-
parently, back in the early
1990s, a panther made its
way to the beach but was
eventually shot by a park
ranger!

Once you’ve been to
Ma’ Daerah, it will be dif-
ficult to pull yourself
away from such a stupen-
dous haven. And where
else could you chill out
and do a good deed all at
the same time?

To get there :   From
Kuantan airpor t, the
journey to Ma’ Daerah
takes about one hour 45
minutes. From Kuala
Terengganu airport it’s
two hours.

What to wear :  T-shirt,
pants or shorts, sandals,
and lots of sunblock.

When to go :  Camps
begin 3 May and run
until 16 August.

For more information,
call the Department of
Fisheries Malaysia at
03-2982 0111, or e-mail
madaerah.f2s.com

BE A PROUD PARENT
OF A TURTLE!

The Adopt-A-Turtle programme is your
easiest way to ensure marine animals con-
tinue to survive. For only RM150, your do-
nation will be used entirely to support the
conservation programme. This includes the
centre’s tur tle hatching programme,
hatchling release, turtle research and eco-
tourism programme among others.

As an adoptive parent, you will receive an
adoption certificate, information about the
adopted turtle, and a souvenir Ma’ Daerah
Turtle Sanctuary T-shirt. And if you adopt
five or more turtles, a beautiful handcrafted
brass turtle miniature will be sent to you as
a token of appreciation. For information, call
03-2695 4284 or WWF at 03-7803 3772, or
e-mail mpark@dof.moa.my AN

T R AV E L  A N D  L E I S U R E




