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letters to the editor

A key element in the world of publishing is what readers have to say.  We want to hear from you on just about anything that appears in each issue of Accountants
Today. Why not drop us a line now?

contribution of articles

Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and scholars.
Manuscripts should cover domestic or international accounting developments. Lifestyle articles of interest to accountants are also welcomed. Manuscripts
should be submitted in English and range from 1,000 to 2,000 words. They can be submitted in hardcopy or softcopy. Manuscripts are subject to a review
procedure without prejudice and the Editor reserves the right to make amendments which may be deemed appropriate prior to publication.

E D I T O R ’ S  N O T E

Errata
In our ‘Notice to Members’ segment (Page 45) of the January 2006 issue, under the heading “New Form CP204 for Year of Assessment (YA) 2007”, the second
sentence in Paragraph 1 should read “The said new Form should be used for the submission of tax estimate for YA 2007 and onwards,” and not as printed. The error
is regretted.

Approaches and Challenges in
Trade Liberalisation

“While one may argue that GATT/WTO

has achieved some progress in the

search for multilateral trade liberalisation,

the fact is that we are still very far

from that rosy scenario.”

In this month’s cover story, we feature two interesting articles on the approaches and challenges in
liberalising international trade.

In the first article entitled “The FTA Spur”, we present two related but essentially distinct schools of
thought when it comes to the approach of freeing up trade. First is the World Trade Organization’s (WTO’s)
multilateral process of freeing up international trade and second is the regional arrangement of freeing up
one or more economies via free trade agreements (FTAs). The question at this juncture is which method
of freeing up trade is better? While one may argue that GATT/WTO has achieved some progress in the
search for multilateral trade liberalisation, the fact is that we are still very far from that rosy scenario. On
the other hand, while FTAs may expedite countries opening up their economies, they are often labelled as
stumbling blocks towards multilateralism.

The second article entitled “Are Free Trade Agreements (FTAs) Stumbling Blocks towards Multilateralism?”
examines the challenges that the countries face in using FTAs as building blocks toward multilateralism.
For instance, because they are preferential in nature, FTAs often lead
to the formation of new interest groups that ultimately end up oppos-
ing multilateral trade and bringing additional clout to intra-regional
protectionisms. Preferences that are inherent in any bilateral arrange-
ment tend to divert trade away from other poor countries, in effect
“robbing Peru to pay Panama”.

Also in this issue, we feature a special report on the findings of our
recent SURVEY on the Anti-Money Laundering Act 2001 (AMLA).
The survey, initiated by the Institute’s Anti-Money Laundering Work-
ing Group, shows that a majority of respondents have basic aware-
ness and understanding of the key elements of the legislation’s frame-
work and are at the preliminary stage in implementing these key elements within their firms.

The survey, however, brings about a clearer picture on the implementation side. It showed that a signifi-
cant proportion of respondents have yet to partially or fully implement the key elements of the AMLA
framework.

The survey discovered that the constraints faced by the respondents in doing so are significant, particu-
larly in terms of resources and training aids, especially given that most respondents are small sized firms.

As usual, we hope that these articles along with other articles that we have lined up in this issue will
hold your interest.

            Editor
Accountants Today

AT
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For Harvard, No Accounting 101
WORLD news
I N T E R N A T I O N A L  N E W S

AT

World-renown Harvard is still without an ac-
counting class.

Despite complaints from some segments of
the students, Harvard administrators and pro-
fessors say that an accounting class at the Col-
lege is not on the cards, reports TheCrimson.

In a recent report, TheCrimson highlighted
the different scenario across at MIT.

In Professor Christopher F. Noe’s account-
ing class at MIT, the report says, nearly a third
of his students are from out of town — or, well,
down the street. Indeed, roughly 45 Harvard
students trekked down Mass. Avenue this se-
mester to take “Corporate Financial Account-
ing and Reporting” at MIT, according to the
Harvard Registrar’s Office.

One of them is Nicole M. Evangelista, an eco-
nomics concentrator who made the trip to
Kendall Square twice a week this fall. She tells
the journal: “It would be so much more conve-
nient if Harvard offered an accounting course.”

Still, TheCrimson reports that the director of
undergraduate studies for the economics de-
partment, Benjamin M. Friedman, said that an
accounting course would not fit into his depart-
ment. “The simple answer is that accounting is
accounting, and that is not economics. And
therefore our department does not teach it”.

Other Ivy League schools take a different
approach. At Yale and Columbia, accounting
is offered to undergraduates through the eco-
nomics department. Princeton has a certificate
program for undergraduates in financial engi-
neering that offers undergraduates upper-level
corporate finance courses — including such
topics as corporate restructuring and portfo-
lio management — in addition to accounting.

The director of undergraduate studies for
Yale’s economics department, Professor Rob-
ert E. Evenson, said that demand for their ac-
counting course is high. “If accounting is well-
taught, it’s as demanding as any other course.”

Samita A. Mannapperuma, a Harvard econom-
ics concentrator, said that she decided to take
accounting for its practical uses in investment
banking. “Accounting is hands-down the most
useful class for my job after graduation,” said
Mannapperuma, who is also a Crimson editor.
Noe, who teaches the accounting course at

Australia seeks
comment on Anti-
Money Laundering
reforms
The Australian Government
released its exposure draft Bill
on the anti-money laundering
for public comment during
December 2005.

CPA Australia has been in-
volved in the Government’s
consultation process and has
raised directly with the Minis-
ter, its members’ concerns on
the impact the proposed legis-
lation could have on the ac-
counting profession. CPA Aus-
tralia will review the draft Bill
and consult further with mem-
bers before submitting our re-
sponse by the end of public
consultation period (13 April
2006).

The Government has devel-
oped questions and answers on
how the proposed anti-money
laundering reforms would im-
pact on the operations of cer-
tain industry sectors, including
accounting and financial plan-
ning.

A press release dated 16 De-
cember 2005, entitled Exposure
draft of anti-money laundering
and counter-terrorist financing
Bill released for public comment,
outlines the proposed reforms.

The release says an expo-
sure draft Bill, which will form
an impor tant par t of
Australia’s response to emerg-
ing money laundering and ter-
rorist financing risks, had
been released for public com-
ment by the Minister for Jus-
tice and Customs, Senator the
Hon. Chris Ellison.

Senator Ellison said the ex-
posure Anti-Money Laundering
and Counter-Terrorism Financ-
ing (AML/CTF) Bill and
sample AML/CTF Rules ad-
dress key issues raised in the

MIT, echoed that sentiment. “If you go into
careers like investment banking, accounting
is something you will see on a day-to-day ba-
sis. It is good to have some training in it.”

Mannapperuma said that the opportunity to
cross-register at MIT was a good change of
pace from Harvard’s liberal arts offerings.
“The way classes are taught at MIT is very
different. You can engage with the professor
in a conversation and debate. At Harvard, eco-
nomics lectures are PowerPoint, and that’s
about it.”

According to Noe, the introductory course
at MIT — which is taught through the Sloan
School of Management — deals with the ba-
sics of financial statements, financial account-
ing, and basic financial statement analysis.
None of those topics are covered in the two
finance-related courses of fered through
Harvard’s economics department, “Capital
Markets” and “Corporate Finance.”

TheCrimson then gets the take of Harvard’s
Professor Emeritus of Business Administration,
William J. Bruns Jr. on the matter. He said that
the lack of an accounting course at the College
raises the question of whether the College does
a “disservice to undergraduate students” by not
offering the course. “To not have a course in
financial accounting and financial analysis is
very seriously wrong for the department of eco-
nomics because so much of economic data
comes through the accounting system.”

Friedman said that undergraduates could
get their accounting fix at the University’s
graduate schools. “The business school offers
a perfectly good accounting course, and the
people who teach that could potentially teach
it for undergraduates as well. Or, there could
be a group of people offering accounting in a
similar way as expository writing.”

The report states that most students say
they need accounting skills to compete for jobs
with graduates from other schools. But Direc-
tor of Harvard’s Office of Career Services, Bill
Wright-Swadel said that the lack of an account-
ing course at the undergraduate level does not
put Harvard students at a disadvantage once
they get on the job market.

www.thecrimson.com
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recent Financial Action Task
Force on Money Laundering
(FATF) evaluation report on
Australia, and represents a sig-
nificant stage in Australia’s
implementation of the FATF
Recommendations.

“The exposure Bill is the re-
sult of an intensive consultation
process between the Australian
Government, industry and the
public to ensure the proposed
reforms minimise the impact
on legitimate business activity
and members of the public,”
Senator Ellison said.

“The Government agreed to
implement the FATF Recom-
mendations in two tranches,
with the exposure Bill setting
out the first tranche of reforms
covering a range of services
provided by the financial ser-
vices sector, gambling service
providers and bullion dealers.

“It also covers lawyers and
accountants to the extent that
the services provided are in
direct competition with the fi-
nancial sector.”

Senator Ellison said broadly,
under the exposure Bill, busi-
nesses providing these desig-
nated services would be re-
quired to: Verify the identity of
customers, report suspicious
matters, keep appropriate
records, and maintain rigor-
ous inter nal AML/CTF
Programmes.

The proposed legislative
framework provides scope for
operational detail to be settled
in AML/CTF Rules, which will
be developed by the Australian
Transaction Reports and Analy-
sis Centre (AUSTRAC) in con-
sultation with industry.

“A recent visit by a team from
AUSTRAC’s United States
counterpar t confirmed that
AUSTRAC is regarded as one
of the best financial intelligence
units (FIUs) in the world. The
proposed reforms to Australia’s

AML/CTF system will consoli-
date and extend AUSTRAC’s
role as both FIU and regulator,”
Senator Ellison said.

“AML/CTF Rules will en-
compass a risk-based approach
to compliance and reflect the
matters outlined in my previ-
ous communiques, with a view
to ensuring that businesses do
not face unnecessary compli-
ance costs or ‘one size fits all’
solutions,” he said.

“Following the first tranche
of reforms, the Government
will consider a second tranche
extending AML/CTF obliga-
tions to real estate agents, jew-
ellers and professionals, such
as accountants and lawyers,
when they provide specified
non-financial services.

“The exposure Bill and
sample AML/CTF Rules will
be open for public consultation
for a period of four months and
the Government welcomes the
opportunity to further discuss
these important reforms with
the industry and the public.

“I will also be forming a cross
industry AML/CTF Advisory
Group which will play an impor-
tant role in providing input to
the consultation process and
development of the Rules.

“This consultation process is
impor tant as it will inform
Australia’s continuing re-
sponse to the threat of money
laundering and terrorist financ-
ing.

“When Parliament resumes
in 2006, I will seek the Senate’s
agreement to refer the expo-
sure Bill to the Senate Legal
and Constitutional Legislation
Committee for consideration.”

The text of the exposure Bill,
the sample AML/CTF Rules,
explanatory material and de-
tails about how to participate in
the consultation process are
available at www.ag.gov.au/
aml.

Singapore and Fiji
on double taxation
An Agreement for the Avoidance
of Double Taxation and Preven-
tion of Fiscal Evasion with re-
spect to Taxes on Income was
signed between Singapore and
Fiji in December 2005.

The signing took place in
Singapore. Second Minister for
Foreign Affairs and Finance,
Raymond Lim, signed on be-
half of Singapore. The Minister
for Foreign Affairs and Exter-
nal Trade of the Fiji Islands, the
Honourable Kaliopate Tavola,
signed on behalf of Fiji, accord-
ing to a press release by the
Singapore Ministry of Finance.

The agreement aims to alle-
viate the burden of double taxa-
tion of income earned in one
country by a resident of the
other.

It also makes clear the tax-
ing rights between Singapore
and Fiji on all forms of income
from cross-border economic
activities between the two
countries.

There are also provisions for
the reduction or exemption of
tax on certain types of income.
The agreement facilitates the
cross-flow of trade, investment,
financial activities and techni-
cal know-how between
Singapore and Fiji.

With the signing of this
agreement, Singapore has
signed comprehensive Avoid-
ance of Double Taxation Agree-
ments with 55 countries. The
agreement will enter into force
after its ratification by both
countries.

The provisions of the agree-
ment will apply to income aris-
ing in the year after its entry into
force. The full text of the Agree-
ment will be made available on
the website of the Inland Rev-
enue Authority of Singapore at
www.iras.gov.sg.

South Korea to
Open Accounting
Market in ‘07
South Korea’s government an-
nounced that it would open its
accounting market to foreign
companies in 2007 in order to
attract more foreign investors.

As part of the process, the
Ministr y of Finance and
Economy said that it would
overhaul its financial regula-
tions and laws in order to de-
velop its local asset manage-
ment business and begin the
process of opening its stock
market, reports WebCPA.com.

The plan is in response to calls
from both local and foreign ex-
perts to deregulate the financial
market. The ministry plans to
hold a meeting soon with foreign
institutions operating in the
country to listen to problems.
Finance-Economy Minister, Han
Duck-soo will chair the commit-
tee, which will consist of nearly
30 policymakers and financiers,
including economy-related min-
isters, vice-ministers and heads
of private financial institutions.

The ministry plans to hold an
international seminar by invit-
ing chief executives of global
financial institutions to attract
global interests to the Korea
Investment Corp., the state-run
investment agency. The minis-
try has also lobbied for the es-
tablishment of a Nor theast
Asian Development Bank, with
the goal of improving regional
economic co-operation.

The government also plans
to establish guidelines to make
it easier for Korean financial
institutions to participate in
merger deals and investment
projects in Northeast Asia. The
ministry said that during the
first half of 2006 it would enact
a law intended to facilitate gov-
ernment efforts to make theAT AT
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nation a financial centre, as well
as launching a task force to pro-
vide one-stop service for for-
eign financial companies look-
ing to enter the market.

WebCPA.com

Canada’s Accounting
Standards Board
ratifies its strategic
plan
Canada’s Accounting Standards
Board (AcSB) has ratified a new
strategic plan for the direction
of accounting standards that will
significantly affect the way fi-
nancial reporting will be carried
out in Canada in the future.

The AcSB will pursue sepa-
rate strategies for three major
categories of reporting entities:
public companies, private busi-
nesses and not-for-profit organ-
isations, reports CNW.

“Our fundamental premise
and experience is that ‘one size
does not necessarily fit all’ when
it comes to meeting the diver-
gent needs of the full range of
Canadian reporting entities and
their stakeholders,” said Paul
Cherry, Chair, AcSB. “For ex-
ample, developments in global
capital markets are important
for public companies and their
investors, but not so important
for private businesses and not-
for-profit organisations.”

In the Toronto-based report, it
says one of the biggest challenges
was developing a strategy for pub-
lic companies. “We have done a
lot of debating and questioning
whether we should be aligning
ourselves closer to US GAAP or
to international standards,” said
Cherry. “It is clear from our con-
sultations that the vast majority
of Canadian companies and,
more important, their investors,
have little or no interest in our
copying the very detailed, rules-
oriented US GAAP system.”

The AcSB has completed its
deliberations on the input re-
ceived to its March 2005 Invita-
tion to Comment, Accounting
Standards in Canada: Future Di-
rections — Draft Strategic Plan,
and approved the following di-
rections in its strategic plan:
� For public companies, the

AcSB’s objective is to move to
a single set of globally accepted
high-quality standards. The
AcSB has concluded that this
objective is best accomplished
by converging Canadian GAAP
with International Financial Re-
porting Standards (IFRSs)
over a transitional period. Aus-
tralia and the European Union
have already adopted IFRS and
other countries have conver-
gence programs underway.
The AcSB will develop and
publish a detailed implementa-
tion plan for achieving conver-
gence later this year. The AcSB
expects that the transition pe-
riod will take approximately
five years, but the precise tim-
ing will depend on many fac-
tors, and will be continuously
monitored throughout the pro-
cess. At the end of that period,
Canadian GAAP will cease to
exist as a separate, distinct ba-
sis of financial reporting for
public companies.

� For private businesses, the
AcSB has begun, as a matter
of urgency, a comprehensive
examination of their financial
reporting needs and will de-
termine the most appropriate
model for meeting those
needs.

� For not-for-profit organ-
isations, the AcSB will con-
tinue to apply those elements
of GAAP for profit-oriented en-
terprises that are applicable to
their circumstances, and de-
velop other standards dealing
with the special circumstances
of the not-for-profit sector.
The AcSB recognises that

some Canadian public companies
that have significant market fol-
lowings in the United States
might prefer to use US GAAP.
The Canadian Securities Admin-
istrators already permit those
Canadian public companies that
are SEC registrants to use US
GAAP instead of Canadian GAAP.

Doug Hyndman, Chair of the
Accounting Standards Over-
sight Council (AcSOC), the 25-
member independent body that
oversees the setting of account-
ing standards in Canada, said,
“We are happy with the exten-
sive consultations undertaken
by the AcSB in developing its
new strategic plan.

AcSOC members have also
had ample opportunity to de-
bate and provide input and ad-
vice concerning the plan. Our
role is to provide appropriate
oversight to protect the public’s
interest in the standard-setting
process. I am satisfied that the
AcSB has considered and re-
sponded to the views expressed
by our stakeholders and AcSOC
members. We will monitor the
implementation of the plan and
ensure that the AcSB considers
the views and interests of stake-
holders while continuing to pro-
vide Canada with high quality
accounting standards that sup-
port reliable financial reporting
for all types of entities.”

The AcSB will continue to
provide Canada with its own
standard-setting capability for
carrying out these strategies,
although the roles, structures,
processes and resources will
evolve to match the strategies.
“In carrying out the strategies,
the AcSB intends to pay particu-
lar attention to the practical limi-
tations on the ability of the Ca-
nadian financial reporting sys-
tem to cope with change, and to
assist affected parties in dealing
with change,” said Cherry.

CNW

Fund managers
‘not prepared’ for
EU regulations
Fund managers have been
warned that they are not allo-
cating sufficient funds to deal
with pending European Union
regulation that will require sub-
stantial investment in internal
controls and accounting proce-
dures, reports AccountancyAge.

Speaking at the release of the
CBI/PwC Financial Services
survey for the last quarter of
2005, Pars Purewal, UK invest-
ment management leader at
PwC, said fund managers were
not spending enough on the
new regulations.

The survey found that over-
all profitability in the financial
services sector had grown at
the fastest rate for a decade
over the last three months,
climbing 41 per cent, with fund
management soaring 75 per
cent. Costs for fund managers
also increased, doubling in the
last quar ter, but Purewal
warned that more of this spend
needed to be directed towards
preparations for the Markets in
Financial Instruments Direc-
tive (Mifid), which comes into
force in November 2007.

“Not enough money has
been set aside for Mifid, which
have a significant af fect on
back office operations,” said
Purewal. “The perception is
that the deadline is a long way
away, but there is a lot to do and
fund managers have been a
little slow to start.”

The FSA has already con-
tacted advising companies to
begin implementing Mifid
shortly. The directive aims to
harmonise regulation of fund
management and financial ser-
vices across Europe.

Companies affected by Mifid
will have to enhance compli-

World News
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AT
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ance arrangements for per-
sonal transactions, improve in-
ternal audit and accounting
procedures and bolster busi-
ness transparency and transac-
tion reporting.

AccountancyAge.com

Women a growing
force in accounting
When KPMG executives
launched the KNOW pro-
gramme three years ago in
Atlanta, Chicago and Dallas
for its female employees, the
goal was to provide the firm’s
women with the opportunity

to network, mentor and share
experiences.

To-date, more than 7,000
women accountants at KPMG
nationwide meet monthly in
39 dif ferent chapters, which
are located on the job site, re-
ports the Silicon Valley/San
Jose Business Journal.

In addit ion to number
crunching and networking
about clients and opportuni-
ties, each chapter coordi-
nates its own annual retreat.
“It really gives the women a
chance to get to know one
another and build morale,”
says Cheryl Levy, a national
recruiter for KPMG. “And by
having this  programme,
KPMG is able to recognise
and celebrate the contribu-
t ions and successes of
women in our company.”

While the accounting giant
focuses on f lexible work
schedules, competitive sala-
ries and plenty of vacation
time, KPMG executives see

the bottom-line improve with
the firm’s women’s network-
ing programme.

“We had a woman working
in our tax practice who was
able to connect a big client
with a woman in our audit
practice and as a result, the
company won the contract
with the client to serve their
audit needs,” says Levy, “It
was a big contract and helped
advanced the auditor’s ca-
reer, which wouldn’t have
happened without the net-
work.”

The report says more than
half of accounting graduates

in the country are women, ac-
cording to the American In-
stitute of Certified Public Ac-
countants.  In the past 33
years, the number of women
CPAs has increased from
2,000 to 106,000, according to
Barbara Vigilante, manager
of work-life and women’s ini-
tiatives for the AICPA.

In 2004, firms around the
countr y promoted 51 per
cent of the total female ac-
countants to senior supervi-
sor; followed by 45 per cent,
manager; 38 per cent, senior
manager; and 30 per cent,
partner.

That same year, more than
50 per cent of KPMG’s hires
from college campuses were
women. Overall, 48 per cent of
its new hires for its accounting
and tax professional staff were
women. More than 650 people
work in the KPMG office in
the valley, which includes 250
women.

sanjose.bizjournals.com

Shell auditors and
former FD face
lawsuit
Dutch pension fund giant, ABP
has launched a multimillion-
dollar lawsuit against Royal
Dutch Shell, its auditors PwC
and KPMG, and former finance
director, Judy Boynton over the
company’s reserves scandal,
reports Accountancy Age

The fund, which looks after
the pensions of Dutch public sec-
tor employees and 25 other pen-
sion funds, has 2.5 million mem-
bers and Euro 168bn (£115bn)
of assets under management.

PwC and KPMG are accused
of making false and misleading
statements. Boynton, former
Shell head, Sir Mark Moody-
Stuart and other directors are
also being sued, the report
quotes The Times.

ABP claims that because re-
serve levels were allegedly re-
ported falsely, it paid inflated
prices for Shell stock. Shell said
it would defend the action ‘vig-
orously’. KPMG would not
comment and PwC said the pa-
pers had yet to be served.

Shell and the two accounting
firms are already facing class-
action suits from US investors
over the scandal and last year
paid out US$99m (£56m) to
other plaintiffs.

www.accountancyage.com

Healthcare,
accounting top hot
jobs in ‘06
Still pounding the pavement
and surfing the Internet for a
job? If you’re an accountant or
a healthcare specialist, it
shouldn’t be much longer be-
fore you find that new job, re-
ports BostonWorks.com.

These are among the hottest
available jobs in 2006, accord-

ing to employment counsellors
and other specialists, because
of tighter accounting rules and
a population that is living
longer. Elsewhere in Massa-
chusetts, job seekers should be
able to find pockets of oppor-
tunity in the defence and hos-
pitality sectors, and possibly in
biotech manufacturing.

Harder to quantify is the anec-
dotal evidence of jobs opening in
other industries. But officials from
Novations, a Boston training and
consulting firm, and the Massa-
chusetts High Technology Coun-
cil said they are hearing positive
news from employers across
many industries about bringing
more people on board this year in,
for example, customer support
and security-related positions.

The broad outlook for Massa-
chusetts is positive, though job
growth statewide will hardly go
gangbusters in 2006. Global In-
sight Inc., an economics fore-
caster based in Lexington, pre-
dicted the state will add around
35,200 new jobs this year, com-
pared with 27,800 in 2005.

In the accounting industry,
starting pay is now in “the high
US$40,000s,” said Theodore
Flynn, Executive Director of the
Massachusetts Society of CPAs.
“There’s a lot of compliance busi-
ness,” resulting from stricter fed-
eral regulations, “but the biggest
problem firms have is getting
enough qualified people,” Flynn
said. Experienced accountants,
meanwhile, can earn US$100,000
or more.

BostonWorks.com

World News
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“While the accounting giant focuses on flexible work

schedules, competitive salaries and plenty of vacation

time, KPMG executives see the bottom-line improve with

the firm’s women’s networking programme.”

“Accounting and

healthcare are among the

hottest available jobs in

2006 … because of

tighter accounting rules

and a population that is

living longer.”
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The event, which is held once
every four years, is considered as
the ‘OLYMPICS’ for the accoun-
tancy profession as more than

6,000 foreign delegates will come together
to discuss and review some of the key is-
sues affecting the profession. The event
will act as a ‘melting pot’ for all the experts
in their respective fields to exchange their
invaluable views and recommendations to
further enhance the industry. Looking at
the magnitude of the event and the extra
mileage that the country will gain from this
event apart from the potential economic
benefits that can be achieved, MIA is keen
to succeed in this bid

Our Commitment
The WCOA 2010 promises to be a huge

event eagerly anticipated by MIA and Ma-
laysians. The bid by MIA to host the Inter-
national Federation of Accountants’ (IFAC)
18th WCOA in year 2010 was submitted to
the IFAC on 15 September 2005. The bid
comprises MIA’s commitment and accep-
tance of the Draft Memorandum of Under-
standing (MOU), together with supporting
letters from relevant government agencies
and associations. In addition, the bid also
highlights our infrastructural capabilities
and the competitive advantages in hosting
the World Congress in Kuala Lumpur.
Malaysia’s strategic centralised location

S P E C I A L  R E P O R T

MALAYSIA IS IN THE RACE TO BID FOR THE

18th World Accountants
‘Olympics’

The accounting fraternity in Malaysia through the Malaysian
Institute of Accountants (MIA) is currently in the race to bid for the
18th World Congress of Accountants (WCOA) in November 2010.

facilitates travel for delegates from all over
the world to attend the Congress conve-
niently.

Besides Malaysia, IFAC has also re-
ceived bids to host WCOA 2010 from In-
dia, the Netherlands, Mexico, Belgium and
Spain. These countries are strong contend-
ers to host the event. Therefore, we need
the support of all Malaysians to win this
bid. Our preparations will involve securing
written support from the various govern-
ment agencies, professional accountancy
bodies, public-listed companies and all
other major corporations and organisations
in Malaysia. Organisations outside Malay-
sia are also welcome to indicate support
for our bid.

Strengths and Recognition of WCOA
The WCOA is the world’s largest gath-

ering of accountants. Hosting a presti-

gious Congress of such magnitude will not
only promote the profession in Malaysia,
but also boost the country’s image to the
world. This international event will pro-
vide an excellent opportunity for account-
ing and financial experts from all over the
world to share and exchange knowledge
and their experiences with Malaysian and
foreign accountants. In the publicity run-
up to the event, which will be for a num-
ber of years, Malaysia will be better
known throughout the world of accoun-
tants.

The WCOA 2010 will attract a large
number of delegates to Malaysia, esti-
mated to be between 6,000 and 8,000. This
will bring huge economic benefits to the
country. These delegates comprise the
cream of the accounting and finance pro-
fession from 120 countries. Besides con-
tributing foreign currency exchange, the
attendance of delegates would stimulate
the country’s economy through hotel ac-
commodation, travel, shopping and visits
to tourist spots. This will also be an op-
por tunity for modern Malaysia to be
known internationally and foreign direct
investments might be the spin-offs from
this event.

Kuala Lumpur, with its state-of-the-art
infrastructure and ultra-modern facilities,
offers great places for sightseeing, shop-
ping and entertainment to delegates. The
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Malaysia is in the race to bid for the 18th World Accountants ‘Olympics’

most meaningful of all is the peaceful in-
termingling among people of dif ferent
races and faiths, which makes Kuala
Lumpur, Malaysia an ideal place to hold a
global event of such magnitude and stat-
ure.

The Kuala Lumpur Convention Centre
(KLCC), the proposed venue to host
WCOA 2010, is the latest pride of the con-
vention industry. Located in the heart of
the city, the convention centre is nestled
between a beautifully landscaped recre-
ational park and the awe-inspiring Petronas
Twin Towers. The centre offers state-of-
the-art wireless LAN, telecommunications
and digital audiovisual facilities allowing
interactive sessions for delegates.

Besides, MIA will be working together
with a Professional Event Organiser to
organise this grand event in 2010.

In addition to this, MIA has obtained
written support from the country’s Min-
ister of Finance II, Accountant-General,
Minister of Tourism, Mayor of Kuala

Lumpur, Malaysian Airlines, Malaysian
Association of Hotels and the ultra-mod-
ern Kuala Lumpur Convention Centre, all
of whom are supremely confident that the
Congress will be organised beyond expec-
tations.

In view of the above, the MIA’s WCOA
2010 Bid Committee is progressing in
their preparation for the IFAC officials’
site visit to Malaysia scheduled in Febru-
ary 2006. Hence, the MIA, together with
all Malaysians, is confident of hosting a
world-class Congress of the highest qual-
ity.

MIA’s Membership and
Involvement with IFAC

The MIA has been a member of IFAC
since September 1978. Over the years, the

MIA has supported the work of IFAC to
enhance the interests of the accountancy
profession in Malaysia. The MIA is at
present represented by YBhg. Datuk
Abdul Samad Haji Alias (Dr.) in the IFAC
Board.

Through its involvement in the IFAC
Education Committee represented by
Dato’ Abdul Halim Mohyiddin, IFAC Pro-
fessional Accountants in Business Commit-
tee represented by Yeo Tek Ling and IFAC
International Public Sector Accounting
Standards Board represented by Dato’
Mohd Salleh Mahmud, the Institute is able
to participate and contribute to the various
projects and activities undertaken by these
Committees for the interests of the profes-
sion worldwide.

Besides participation, MIA is also ac-

“The World Congress of Accountants is the world’s largest

gathering of accountants. Hosting a prestigious Congress of such

magnitude will not only promote the profession in Malaysia,

but also boost the country’s image to the world.”

tive in organising and hosting several in-
ternational meetings and conferences
held by the IFAC Board and Committees.
The MIA hosted the IFAC Council (now
known as Board) and the IFAC Financial
and Management Accounting Committee
(FMAC) meetings in Kuala Lumpur from
5-7 October 1996. In March 2002, the
IFAC International Auditing Practices
Committee meeting was also hosted by
the MIA in Kuala Lumpur. Recently, the
Institute organised the IFAC Education
Committee Meeting and Forum in Kuala
Lumpur from 24-26 October 2005. The
Institute’s representatives in those Com-
mittees have, with the knowledge gained,
been able to contribute more ef fectively
to the development of the profession in
Malaysia. AT
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S P E C I A L  R E P O R T

However, the survey, which
was initiated by the Anti-
Money Laundering Working
Group of the Malaysian Insti-

tute of Accountants (MIA), showed that a
significant proportion of respondents have
yet to partially or fully implement the key
elements of the AMLA framework.

The survey discovered that the con-
straints faced by the respondents in doing
so are significant, particularly in terms of
resources and training aids, coupled with
the fact that most respondents are small-
sized firms.

Survey Background
The Survey on AMLA Compliance 2005

was conducted from 6 June 2005 to 30 June
2005. It sought to obtain feedback from
member firms on the extension of the re-
porting obligations under the Anti-Money
Laundering Act 2001 (AMLA) to accoun-
tants or company secretaries who provide
the relevant services as specified in the
Order dated 30 September 2004 (P.U. (A)
340/2004).

The survey was also conducted to bet-
ter assess the needs of member firms to
comply with the other requirements in Part
IV of the AMLA targeted for implementa-
tion with effect from 30 September 2005.

The survey will enable the MIA and the
Financial Intelligence Unit (FIU) of Bank
Negara Malaysia to assess whether the
Part IV obligations in the AMLA are clearly
understood and what assistance would be
required for due compliance.

The primary data was collected through

SURVEY RESULTS ON

AMLA Compliance 2005
A survey on the Anti-Money Laundering Act 2001 (AMLA) showed that a majority of respon-
dents have basic awareness and understanding of the key elements of the legislation’s frame-

work and are at the preliminary stage in implementing these key elements within their firms.

survey forms sent to 1,800 MIA member
firms throughout Malaysia. The response
rate was six per cent, with 106 members
duly completing the survey forms.

Obligation and Framework
The result shows that most respondents

are aware of their legal obligation to report
suspicious transactions, with a 96 per cent
af firmative response rate. Only a very
small number of the respondents were
unaware or unsure about this obligation.

Most respondents are aware of their ob-
ligation to report suspicious transactions,
in decreasing order of significance,
through MIA Circulars, Accountants Today,
AMLA Training Programmes, Guidance
issued by the Institute, MIA website and
the National Accountants Conference
(NAC 2005).

Although most respondents (95.3 per
cent) have some understanding of the key
elements of the AMLA framework, a ma-
jority of these respondents only have a ba-
sic understanding or familiarity of these
elements.

Many respondents (81 per cent) are
aware that they have a legal obligation to
implement the key elements of the AMLA
framework, although a significant propor-
tion of respondents are unsure or unaware
of this obligation (19 per cent).

Implementation
At least half the respondents (51.9 per

cent) have begun to take preliminary steps
to implement internal controls and policies
on AMLA, pursuant to the key elements of

the AMLA framework. About 5.7 per cent of
the respondents have fully implemented this
key element. A large percentage (48 per
cent) has not taken any steps as yet to do so.

A large number of respondents (74.5 per
cent) have begun preliminary implemen-
tation of the ‘Know Your Client’ procedures
within their respective firms. Sixteen per
cent of these respondents have fully imple-
mented the ‘Know Your Client’ procedures.
One quarter of the respondents have taken
no steps at all to do so.

One third of the respondents have at
least commenced preliminary implemen-
tation of education and training of partners
and staff on the AMLA framework and ob-
ligations. Only eight per cent have fully
implemented this element of the AMLA
framework. One third of the respondents
have taken no steps at all.

As for implementation of monitoring and
detection procedures, slightly more than
one quarter of the respondents (26 per
cent) have begun preliminary implemen-
tation of the same. About five per cent of
the respondents have fully implemented
this element of the AMLA framework.
However, a significant proportion of the
respondents (45 per cent) have not taken
any steps at all.

Based on the survey response, only 19
per cent of the respondents have begun to
implement a compliance programme in
their respective firms, and about 7.5 per
cent of the respondents have fully imple-
mented the same. More than half of the
respondents have yet to take steps to imple-
ment a compliance programme.
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Survey Results on AMLA Compliance 2005

Training and Reporting Officer
The majority of respondents have at-

tended the AMLA training programmes
organised by MIA, whilst 29 per cent have
also attended internal or other training
programmes.

Training on AMLA obligations have
been provided to the partners, principals,
professional and administrative staf f,
mainly at the basic level only, with a small
percentage receiving intermediate or ad-
vanced level of training.

A large proportion of respondents (66
per cent) have yet to appoint a Compliance
or Repor ting Of ficer for their firms,
whereas 34 per cent are either in the pro-
cess or have already appointed such an
Officer.

Constraints and Assistance Required
Most respondents feel a lack of re-

sources and time to be the primary con-
straints in the implementation of the key
elements of the AMLA framework. Other
constraints faced include the lack of mate-
rials or training aids, lack of trained staff
and lack of awareness and understanding
of the issues involved.

Most respondents indicated that addi-
tional assistance would be required to en-
able them to implement the AMLA frame-
work, such as in decreasing order of sig-
nificance, an AMLA training manual, Guid-
ance on ‘Know Your Client’ procedures,
external training programmes and e-train-
ing software for internal training or self-
assessment.

The majority of respondents (66 per
cent) indicated that they would only be
willing to invest RM500-750 per year for
additional assistance to meet AMLA ob-
ligations.

Conclusion
Besides basic awareness and constraints

mentioned earlier, the survey also found
out that assistance in the form of additional
guidance such as an AMLA training
manual and e-training software would be
useful aids for these respondents to assist
in the implementation of the key elements
of the AMLA framework within their re-
spective firms. However, the cost of such
assistance would be a material consider-
ation to these firms. AT

Constraints faced in Implementing the Key Elements of
the AMLA Framework (Multiple Response)
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“The survey discovered that the constraints faced by the respon-

dents in doing so are significant, particularly in terms of resources

and training aids, coupled with the fact that most respondents are

small-sized firms.”
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F I N A N C E  &  A C C O U N T I N G

THE Future OF Finance
by Stathis Gould and Martin Fahy

In the second of two articles, Stathis Gould and Martin Fahy examine the many
challenges that an effective finance business partnering approach should address.

Successful organisations are pur-
 suing a three-legged approach to
 finance. They have moved rou-
 tine transaction accounting and

information processing to shared-service
centres (or outsourcing providers) and
have established centralised expert ser-
vices — e.g. tax, treasury and internal au-
dit. But most have struggled to refocus
their remaining finance resources on fi-
nance business partnering (FBP). This is
partly because of increased regulatory and
compliance requirements, but the com-
plexities of the FBP role require finance
directors to recognise the obstacles to
change and to focus on several key suc-
cess factors.

A study by CFO Research Services and
Booz Allen Hamilton suggests that there
are several obstacles to effective business
partnering:

� Outmoded or missing business intelli-
gence and planning capabilities.

� Multiple, fragmented IT systems pre-
venting seamless integration.

� Inadequate resource firepower, unso-
phisticated processes for resource/capi-
tal prioritisation.

� Highly customised or unreliable finan-
cial processes supported by underdevel-
oped analytical tools

� Uneven quality of leadership and con-
sulting skills in finance.

� An inability to change a decades-old cor-
porate culture.

� Strongly autonomous business units and
a corporate centre that manages at arm’s
length.

� A finance function that is bogged down
in transaction processing and crisis man-
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“… winners  focus on patient execution of sensible, but

ambitious, plans. There are no takeovers, dramas or miracle

cures — just relentless, grinding professionalism.”

Economist, 27 January 2005

The Future of Finance

agement.

� A lack of stature and influence among
senior financial managers.

Our work with the CIMA network forum
of organisations, comprising 13 multina-
tionals and large UK public sector bodies,
confirms the seriousness of these ob-
stacles. It has also given insights into the
initiatives needed to transform the finance
function. The structure, process and pri-
orities of each organisation’s approach var-
ies, but all are focused on tackling the com-
plexities and challenges of FBP.

Our investigations highlight a trio of of-
ten-neglected challenges that organ-
isations must address in order to deliver
FBP: talent, teamwork and tools. If you
want finance people to participate fully in
the decision-making process, these three
areas are vital.

In a three-legged model of finance that
is based on delivering expert services,
there is a pressing need to find and culti-
vate finance professionals who can under-
stand business requirements and deliver
strategic insight. Our study suggests that
many finance departments struggle to re-
cruit and retain talented people using the
coaching, analytical, consulting and facili-
tation skills that partnering requires. Ev-
ery organisation in the study stressed the
importance of offering appropriate career
paths for emerging finance business part-
ners. This involves changing recruitment
and development practices.

Effective finance business partners are
expected to be:

� Managers for value — i.e. those who un-
derstand that delivering sustained share-
holder value is the main goal when as-
sessing alternative options.

� Keepers of the business model, who en-
sure that the whole organisation grasps
the key performance drivers.

� Relentless pursuers of efficiency from
the investment base, particularly in ar-
eas such as capital expenditure, working
capital, brands and R&D.

� Executors as well as strategists, who un-
derstand that flawless execution is as im-
portant as strategy. As The Economist (27
January 2005) argued, winners “focus on
patient execution of sensible, but ambi-

tious, plans. There are no takeovers, dra-
mas or miracle cures — just relentless,
grinding professionalism.”
Finance will find it hard to develop these

skills without specific programmes to fos-
ter them. A key need, therefore, is to put
in place the mechanisms and resources, in-
cluding CPD activities and communication
tools, that support good finance business
analysts.

Establishing career paths and succes-
sion planning for key finance roles will help
firms to tackle the challenges created by
new finance structures. Important ques-
tions include how to help people move be-
tween financial shared services and finance
decision support — do people have the
flexibility to move between these areas,
and how do you manage career progres-
sion and the need for both experts and gen-
eralists?

The importance of interpersonal skills

and commercial acumen increases as de-
cisions move from tactical areas, where ra-
tional arguments may suffice, into strate-
gic areas where discussions tend to be
more rhetorical. At this level, finance’s in-
put may need to be branded — for ex-
ample, by McKinsey or Goldman Sachs —
to gain credence in the decision-making
process.

Freeing up finance’s time by removing
activities such as internal control can serve
to reinforce the silo mentality as expert
services lose touch with business require-
ments. Recent moves to shared services
have sometimes made finance more seg-
regated in the organisation.

If finance professionals engaged in FBP
are to have an impact, they need to develop
effective teamwork skills. Changing what
these people do depends on altering
behaviour embedded in a range of activi-
ties. This involves addressing factors such
as organisational cultures and subcultures,
identities and beliefs. Financial leaders

need to recognise appropriate levers of
change and make a case for better team-
work as par t of key transformation
projects.

When it comes to collaborating with
marketing functions, a successful FBP ap-
proach will involve using sophisticated
tools to provide analysis across processes
such as brand, customer and channel or
partner development. To succeed, cross-
functional teams in the business units need
to agree to roles, expectations and account-
abilities in brand management processes.
Stakeholders such as IT, finance and cus-
tomer development should all contribute.

In these situations, key questions for fi-
nance will concern its potential role at the
marketing interface: who develops the
tools and techniques, and what is the ori-
gin of the data? Currently, finance’s contri-
bution to marketing and customer devel-
opment varies. In some cases it assumes

an advisory role; in others it monitors per-
formance. The function’s integration into
the business also depends on the maturity
of the market and factors such as the firm’s
share of that market and the level of local
finance skills -specialist modelling require-
ments such as econometrics are often
outsourced, for example. Rather than striv-
ing to own the marketing or brand process,
finance could get involved by:

� Leading analysis.

� Advising on financial effects.

� Challenging conventional wisdom about
investment decisions.

� Evaluating and monitoring performance
against targets.

Businesses that depend on intensive re-
search and development tend to be rela-
tively clear about the role of finance in
R&D: not to remove ownership of design
and engineering processes and account-
ability for performance from the business.
Where engineering capability is a key
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driver of performance, the main outcomes
of the R&D process include driving cus-
tomer value while ensuring manufacturing
capability. Finance’s contribution tends to
be in self-directed multidisciplinary teams
at the front line.

A first step towards changing this ap-
proach is for the decision support and ana-
lyst community to understand why its tra-
ditional contribution is outmoded and why
activities such as persuasion, coaching and
teamwork are important. It also needs to
review structures, accountabilities and in-
centives.

Many finance professionals have to use
new techniques to take on a FBP role.
Firms in the fast-moving consumer goods
sector, for example, have adopted sophis-
ticated tools to improve decision-making
on brand and customer development - for
example, when assessing a brand’s return
on investment.

Typically, these encompass drivers of
brand health and potential value creation,
such as price, media and marketing mix.
In engineering and R&D, the techniques
include real options analysis, scenario plan-
ning, target costing, value engineering and
TQM/Six Sigma techniques.

The analysis required for brand issues
helps finance to:

� Understand the strengths and weak-
nesses of brands relative to others in the
same category.

� Discern a brand’s growth potential.

� Continuously monitor advertising invest-
ments and effectiveness.

� Analyse ROI across the marketing mix,
to identify factors that affect sales.

� Manage price in a way that recognises
its key role in value creation and consid-
ers the position of customers, retailers
and competitors.

Although it is tempting for finance pro-
fessionals to covet the analysis and report-
ing activities associated with marketing,
many organisations already have well-de-
veloped systems for managing media and
assessing the health of a brand. Finance
can take a back seat here, particularly if it
is not involved in developing marketing
processes or tools. Its role can be to de-
liver insights to inform decisions from a
financial perspective and to advise on ac-

tions to achieve brand objectives (or on
revisions to objectives). For example, fi-
nance could conduct comprehensive re-
views after product launches, negotiate re-
tailer relationships and trade terms, or
analyse what the competition is doing.

The precise contribution of finance to
marketing depends on a range of factors.
They include: the quality of data and analy-
sis available; the maturity of the product
or brand; pricing and marketing objectives;
the skills that are available on the front line;
and the nature of finance’s partnering role.

In an area such as R&D, companies typi-
cally have well-established processes. En-
gineering firms tend to have a staged pro-
cedure covering everything from under-
standing customers’ needs and assessing
a new product’s economic viability, right
up to production and fulfilling orders. In
the early stages, finance is usually involved
in R&D budget discussions. Later, it will
engage in technical, maturity and risk as-
sessments. By supporting and monitoring
at production level, finance promotes op-
erational excellence. It works with engi-
neers to implement and improve the manu-
facturing process, using lean thinking to
increase operational efficiency and to de-
velop performance metrics that assess pro-
cess capability and output. Finance is also
central to discussions about where manu-
facturing is located and the structured ca-
pability required when moving from re-
search to production.

For example, the pharmaceutical indus-
try tends to have a long product develop-
ment cycle in which the value of R&D de-
pends on patents and clinical results. Fi-
nance professionals typically work in cross-
functional R&D teams to find ways to
shorten the product development cycle
and manage strategic gambles using meth-
ods such as real options pricing. The com-
petition for resources requires a balanced
approach based on strong portfolio man-
agement and a focus on creating sustain-
able value rather than short-term profit.

Where finance has a holistic view of the
organisation, it can help to ensure coher-
ent and consistent decisions across func-
tions by linking processes and perfor-
mance to create value. But effective FBP
can occur only where top executives — par-
ticularly CFOs — have created the right

conditions for change. We have identified
the following prerequisites:

� Manage perceptions and credibility. If
finance fails to do this, the rest of the
organisation will have no clear expecta-
tion of what the function can do. This is
likely to have a negative effect on how it
assesses finance’s performance. It is cru-
cial to manage what people expect of
FBP and to get them to agree about what
finance should and should not be doing.

� Gain high-level sponsorship. The finance
director cannot drive and sell their vision
for the finance function on their own. Se-
curing strong leadership and sponsor-
ship is an important part of the transfor-
mation process. Finance is unlikely to
make much progress if the rest of the
senior executive team is ambivalent
about the changes.

� Maintain disciplined project manage-
ment. A global finance transformation
requires a programme board to steer the
project, a clear timeline and well-defined
activities. Poor project structuring and
leadership stifle change initiatives.

� Provide development and a career path
for finance staff. A structured develop-
ment programme exposes people to
CPD activities that will allow them to as-
sume new roles.

The last challenge is the hardest and it
can divert finance from the right priori-
ties. The function needs a widely agreed
and understood business model in order
to make progress. This must be in place
before it enters any discussions about de-
veloping better systems and processes
and before it embarks on any change
programmes. The process of discussing
the model and making it explicit helps to
drive FBP delivery. Although it is crucial
to be flexible, finance should not try to be
all things to all people, because this could
weaken its strategic focus. Senior manag-
ers must set out finance’s agenda and the
scope of its role to create a clear view of
the journey ahead.

Stathis Gould is a technical expert at CIMA and
Martin Fahy is a senior lecturer in information
systems at the National University of Ireland,
Galway. Their previous article on the future of
finance appeared in the Accountants Today, Janu-
ary 2006 issue. This article is contributed by
CIMA.
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Financing Practices and Constraints of Women-Owned SMEs

The Malaysian government has
been supporting the SME de-
velopment through the core
banking system by providing

various financial schemes. The govern-
ment has established a number of funds
through the Central Bank and some Min-
istries. Such funds offer reasonable financ-
ing schemes to rehabilitate ailing busi-
nesses and promote investment in priority
sectors, such as the Small Entrepreneur
Guarantee Scheme, the New Principal
Guarantee Scheme, the Direct Access
Guarantee Scheme, the Special Relief
Guarantee Scheme, the Islamic Banking
Scheme, the Fund for Food, the
Bumiputera Entrepreneur Project Fund,
the Fund for Small and Medium Indus-
tries 2, and the New Entrepreneur Fund
2. All these funds offer financing at rea-
sonable cost on generous repayment
terms. The government has also estab-
lished the Small Debt Resolution Mecha-
nism to assist viable SMEs that are con-
strained by non-performing loans.

Promoting women-owned SMEs has
been a key platform in the Eight Malay-
sia Plan. Measures have been undertaken
to facilitate the involvement of women in
business through the provision of easy ac-
cess to capital. Specifically for women, the
government has allocated RM18 million
for grants and various schemes of finan-
cial assistance under the Special Assis-

tance Scheme for Women Entrepreneurs.
This fund was launched in 1999 and a to-
tal of RM44.5 million has been disbursed
to 410 applicants between then and April
2004.

In spite of the rapid expansion in the
range of financial initiatives, there is wide-
spread perception that the financing diffi-
culties continue to exist. The availability
of finance has been identified as a major
obstacle, particularly for women-owned

SMEs wishing to expand.
Women entrepreneurs in Malaysia face

similar challenges like their counterparts
in other countries, such as the perennial
problem of not being taken seriously by
financial institutions and the need to reset
both internal and external mindsets. Bank-
ers’ pessimistic presumptions may hinder
women entrepreneurs in growing and de-
veloping their ventures.

In view of the above developments, this
article summarises the findings of a re-
search study designed to investigate the
current financing practices and constraints
of women-owned SMEs in Malaysia.

Entrepreneurs’ and
Business’ Profiles

The majority of sample women entrepre-
neurs are between 31 and 40 years old. This
study shows similarities in terms of age be-
tween women entrepreneurs in Malaysia and
their counterparts in most other countries.
The study exposes an interesting develop-
ment — women are beginning to venture into
business at a younger age, i.e. below 30 years
old. Although the percentage is relatively
small, the number is expected to increase
within the next few years given the fast-
changing profiles of women in higher edu-
cation and their improving knowledge in ICT.

The majority of sample women-owned
firms are unincorporated (sole-proprietor-
ship and partnership) with fewer than 10
employees. Based on the total number of
employees and the amount of start-up capi-
tal, the overall size of the businesses owned
by the respondents is relatively small. Ap-
proximately 68 per cent of the respondents
use external finance.

Financing Practices
With regard to business characteristics,

statistical analysis has shown that older
firms are more inclined to rely on external
finance. Banks are the most important
sources of external finance, particularly
among private limited firms, and this find-

ing is very much consistent with that of
Haynes and Helms (2000).

Younger firms are more inclined to rely
upon the entrepreneurs’ personal savings.
There is heavy reliance upon non-bank
sources, particularly trade credit and hire
purchase. Although factoring, leasing and
venture capital are less important, there is
a significant relationship between employ-
ment size and these sources of finance —
larger firms are more likely to rely on fac-
toring, leasing and venture capital. Govern-
ment-backed financing schemes play a
relatively major role in financing women-
owned businesses.

Women-owned businesses are pivotal to the progress of the
Malaysian Small and Medium Enterprise (SME) sector. It

has been acknowledged that SMEs play a critical role in
supporting the nation’s economic growth. In order to sup-
port and accelerate the development of SMEs, the Malay-

sian National SME Development Council has recently
endorsed the National SME Development Blueprint 2006
that includes an allocation of RM3.79 billion to implement

245 programmes. The aim of these programmes is to
strengthen the enabling infrastructure to support SME

development, to build capacity and capability of SMEs and
to enhance SMEs’ access to financing.

“Promoting women-owned SMEs has been a key platform in the

Eight Malaysia Plan. Measures have been undertaken to facilitate

the involvement of women in business through the provision of

easy access to capital.”
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“… women-owned SMEs in this country still face difficulties in

raising external finance. While a significant number of women

entrepreneurs have been successful in their applications for

external finance, the majority of them have problems financing

their business operations and expansion.”

AT

Financing Constraints
The majority of sample firms have suc-

ceeded in their most recent applications for
external finance. The main reason given by
firms that failed to obtain finance is the lack
of collateral. However, this study reveals
that private limited firms are able to raise
external finance, which supports previous
research findings suggesting that limited
company status gives the firms greater cred-
ibility and therefore helps to solve the firms’
financing difficulties (Storey, 1994).

There are significant associations between
entrepreneur characteristics and financing
problems. The level of education and train-
ing is inversely associated with the lack of
start-up finance, illustrating the importance
of education and training in influencing the
ease of obtaining finance for business start-
up and working capital. A significant nega-
tive association between the entrepreneur’s
experience and the lack of expansion finance
shows entrepreneurs’ work experience facili-
tates obtaining expansion finance.

There is a very strong significant asso-
ciation between the form of business entity
and the lack of finance for expansion – un-
incorporated firms are more likely to face

difficulty in raising expansion finance. Fur-
thermore, firms which are unincorporated
are constrained by the limited amount of
collateral, which is usually restricted to the
entrepreneur’s personal assets.

Both the age of the business and its
employment size have an impact on financ-
ing. This finding suggests that younger and
smaller firms are more likely to face diffi-
culty in obtaining finance for expansion,
which usually stems from the lack of col-
lateral. As anticipated, firms with a large
start-up capital face no difficulty in raising
start-up finance.

Conclusions and Implications
Our empirical study shows that, in addi-

tion to personal savings of the entrepre-

neurs and the retained profits of the firms,
the majority of women entrepreneurs in
Malaysia use external sources to finance
their businesses. However, the results also
reveal that women-owned SMEs in this
country still face difficulties in raising ex-
ternal finance. While a significant number
of women entrepreneurs have been suc-
cessful in their applications for external fi-

nance, the majority of them have problems
financing their business operations and
expansion. Notwithstanding the complexi-
ties, they normally manage to obtain a cer-
tain amount of funding, which is still insuf-
ficient to support working capital and ex-
pansion requirements.

Overall, most women entrepreneurs rely
on debt finance. In many cases, they have
turned to non-bank sources, particularly
trade credit and hire purchase. Other non-
bank sources, including leasing and factor-
ing, are less favoured. However, a signifi-
cant number of women entrepreneurs have
resorted to government-backed financing
facilities. The government has recognised
the potential benefits of women-owned
SMEs and it has not hesitated to introduce

direct and indirect financing measures to
support this group of entrepreneurs.

The conclusions of this study carry im-
portant implications for current and future
training programmes for women entrepre-
neurs. Training programmes should focus
on improving the financial skills of the en-
trepreneurs and emphasise business and
financial planning, because previous stud-
ies have shown that realistic and workable
business plans are critical in raising exter-
nal finance (Boocock & Presley, 1993).
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Locking Loyalty
by Hermawan Kartajaya

The recent emergence of several low price airlines has already cut
into customer loyalty. This is a glorious era for the low-cost carriers
(LCCs) in Asia. This situation was completely unexpected, because
the airline industry landscape has drastically changed in the space

of the last 2-3 years, ever since the presence of these LCCs.
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Locking Loyalty

One of the causes is AirAsia.
Yes, the Kuala Lumpur-based
airline with its “Now Everyone
Can Fly” slogan has suddenly

even become a Malaysian Hero. Several
leading world business magazines have
analysed the success of AirAsia under its
CEO, Tony Fernandes.

Why wouldn’t they? It was the first LCC
in Asia to radically change the face of the
airline industry, particularly in South-East
Asia, to become the more effective and ef-
ficient airline that it is today.

Of course, the presence of budget air-
lines like AirAsia poses a serious challenge

to some of the well-established, large air-
lines. Many of their passengers have
switched to LCCs. Eventually, their passen-
ger loyalty will be completely gone, if this
situation is allowed to continue.

In reality, passenger loyalty can be main-
tained and even increased though. How
can you do that? First, let’s review the de-
velopment of the schools of thought on
customer loyalty.

The differentiation and measurement of
its level is a process that has been devel-
oping since the 1970s. As it has developed,
there are now four schools of thought on
this, namely: Customer Satisfaction, Cus-
tomer Retention, Customer Migration, and
Customer Enthusiasm.

In the first school of thought (Customer
Satisfaction) that emerged at the beginning
of the 1970s, a company attempts to mea-
sure and manage the satisfaction of its cus-
tomers as an indication of their degree of
loyalty. This is where the concept of Ser-
vice Quality (ServQual) emerged, cham-
pioned by Valarie A. Zeithaml, A.
Parasuraman and Leonard L. Berry, with
its Reliability, Assurance, Tangible, Empa-
thy, and Responsiveness (RATER) that is
now so well-known.

Subsequently, this continued with the

second school of thought, i.e. Customer
Retention. From the 1980s to the beginning
of the 1990s, companies began to measure
rates of customer defection and to investi-
gate its causes. Some companies also iden-
tified high-value customers, creating loy-
alty programmes to prevent them from de-
fecting to competitors.

Meanwhile, in the third school of
thought (Customer Migration), companies
began to look at their individual customer
wallet shares. That meant managing cus-
tomers so they would continue or even in-
crease their spending with the company,
and not decrease it. Customer migration

was arranged, so they would change from
a low spending level to a higher one, from
low to high, and not the other way around.

In turn, the final school of thought on
customer loyalty is Customer Enthusiasm.
Enthusiastic customers show a strong
commitment to producers. They will enthu-
siastically talk about a company or its prod-
ucts to their friends or family without be-
ing asked to. This willingness to recom-
mend the company is one of the best indi-
cators demonstrating customer loyalty.

Today’s key to
customer loyalty is
to grow this Cus-
tomer Enthusiasm.
Even low-cost
AirAsia always at-
tempts to arouse
customer enthusi-
asm through all
kinds of campaigns
such as with its
Linkin Park concert package.

Its advertisements, too, are made amus-
ing, so people always talk about them. This
was what AirAsia did in Singapore when it
derided Singapore Airlines’ tagline
‘Singapore Girls’, with its advertisement
which reads, “The New Girls in Town,

Twice the Fun, Half the Price.”
So, in essence, the Customer Service

(that emerged in the Customer Satisfaction
era), Loyalty Programmes (that emerged
in the Customer Retention era) and even
Customer Relationship Management
(CRM) Programmes (that emerged in the
Customer Migration era) are no longer
enough. This is the era of building cus-
tomer loyalty by growing customer enthu-
siasm through Emotionalisation, Buzz-ing
and Communitisation.

Yes, we do have to establish emotional
relationships with our customers
(emotionalisation). We also have to have
programmes that will make our customers
talk about our products to others without

being asked (buzz-
ing). Finally, we have
to gather our cus-
tomers in a commu-
nity (commu-
nitisation), so the
bonds between them
become closer, and
we can more easily
market our products
to them.

Hermawan Kartajaya is President of the World
Marketing Association (WMA), and the
Founder and President of MarkPlus&Co, a strat-
egy consulting firm in Asia. Author of five books
with Philip Kotler, he was named by the Char-
tered Institute of Marketing, UK as one of the
“50 Gurus Who Have Shaped the Future of Mar-
keting”.

“… the presence of budget airlines like AirAsia poses a serious

challenge to some of the well-established, large airlines. Many

of their passengers have switched to LCCs. Eventually, their

passenger loyalty will be completely gone, if this situation is

allowed to continue.”

“This is the era of building

customer loyalty by growing

customer enthusiasm through

Emotionalisation, Buzz-ing, and

Communitisation.”
AT
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Previouly, the reasons for resis-
tance to change were seen as
the result of the following fac-
tors: change in job or skill re-

quirement, reduction in financial security,
psychological threat, i.e. uncertainty, feel-
ing of loss, etc (Dent and Goldberg, 1999;
Dawson, 1994). In addition, some of the
strategies to counter resistance to change
have an underlying belief that employees
can be manipulated by withholding infor-
mation, so that they would not worry pre-
maturely, or by implying future benefits
(promotions or raises) if they accept the
changes.

The interests of top management are
portrayed as pure and rational, whereas
those who resist change are regarded as
irrational and subversive (Hardy, 1994b).
However, it is too simplistic to take the view
that resistance to change is the result of
irrational actions of the members of the
organisation and as such should be dis-
missed as illogical or emotional (Scapens
and Roberts, 1993).

Resistance to Change
Arguments have been put forward that

change is resisted when it challenges the
existing status quo. Changes to the status

M A N A G E M E N T  &  A C C O U N T I N G

Managing Resistance
TO MANAGEMENT ACCOUNTING CHANGE

by Dr. Siti Nabiha Abdul Khalid

Resistance to change is a subject that has received considerable attention in management
literature. It is not surprising that a number of researches have been conducted in this

area in order to attain a more enhanced understanding about the process of management
accounting change and the nature of resistance to change. Subsequently, various recipes
and checklists have been provided and advocated by organisational theorists on the ways

to obtain effective change and counter resistance to it.

quo challenge the existing practices and the
ways these practices have been justified and
legitimised in the past (Buchanan and
Badham, 1999). Those who have power in
the organisation may resist change because
it may threaten that power. Furthermore,
change disrupts everyday practice in the
organisation. As such, it undermines the
existing system of management control,
since it will be difficult to monitor perfor-
mance and take corrective actions due to
the uncertainty of the new system.

Additionally, the dominant norms and
values held by organisational members can
act as a barrier to change since they be-
come a filter of what is perceived and
thought about by members of the
organisation (Burns and Scapens, 2000).
A new programme of change, for example,
a new system of accountability or evalua-
tion can be interpreted by the
organisational members in accordance
with existing paradigms and as such they
can shape the process of change. This abil-
ity can cause organisations to become
locked into certain institutional patterns.
Change that is not congruent with the ex-
isting culture may be resisted and trans-
lated into norms and practices which are
in line with that culture. Therefore, resis-

tance arising from mental allegiance to
specific ways of thinking and doing things
in the organisation formed the strongest
barrier to implementation.

For example, the study by Klien, Ralls
and Carter (1989) shows an implementa-
tion process failing because the values and
practices implied by the new technology
introduced in the company were not com-
patible with the norms and work practices
of the employees. In another company, the
introduction of new technology was suc-
cessful since the values underlying the new
programme were in line with the values of
the users (see Klein et al., 1990).

Another interesting example of resis-
tance to change is from the two case stud-
ies conducted by Molinsky (1999) of two
different organisations viz. a hospital and
a Fortune 500 company. Even though the
two organisations were very dif ferent,
Molinsky found that they faced similar di-
lemmas in their efforts to change. The
programme of change broke down in both
organisations due to the values implied by
the new programme being in conflict with
the existing values of the organisational
members. Fur thermore, the new
programme of change was interpreted
within the dominant paradigm of the mem-



31February 2006 • ACCOUNTANTS TODAY

Managing Resistance to Management Accounting Change

bers of the organisation.
When there is resistance to change, the

initiators of change need to force through
the implementation of the new system. This
might be through the use of hierarchical
power or by obtaining the backing of those
with sufficient power to force the implemen-
tation of the system. However, the use of
hierarchical power alone cannot ensure the
successful implementation of a new system.

If there is no adequate monitoring sys-
tem, or the implementation of the new sys-
tem depends on the support and resources
of parties who resist the new system, then,
the organisational members may be able to
modify the system in accordance with their
existing ways of doing things in the
organisation. Power lies not only in the
hands of senior management. Subordinates
hold power and thus, they can resist the new
system. They might be able to subvert the
change, i.e. maybe through modifying the
system in ways which are compatible with
their existing ways of doing things.

This does not mean, however, that revo-
lutionary change is impossible. A case
study by Busco et al. (2002) provides an
example of a more revolutionary change
in a previously state-owned Italian com-
pany, following its acquisition by a US
multinational. The changes within the ex-
ternal and internal context of the
organisation caused members of the
organisation to question their previously
taken-for granted assumptions and this
process created considerable uncertainty
and anxiety within the company. The new
systems of accounting and accountability,
which were then introduced, came to be
seen as a way of coping with this uncer-
tainty and anxiety. However, the existing
culture of the organisation had an impact
on the way in which institutional change
came about, i.e. change is channelled in
specific and particular ways.

Managing Change
So what are the implications of these in-

sights for the process of managing change
and, in particular, changes in management
accounting in an organisation? Various sug-
gestions have been made about how to
manage change. However, most of the rec-
ommendations provided in the prescriptive
literature are given from a rational view-

point (Hardy, 1994a). They seldom incor-
porate the findings of the research which
demonstrates that change is usually not a
rational and orderly process.

For example, Beer et al. (1993) suggest
that the most effective way to promote
change is not by directly influencing
organisational behaviour or culture, but by
restructuring organisations in order to
place people in a new organisational con-
text that imposes new roles, relationships
and responsibilities upon them. This, they
argue, could force new attitudes and
behaviour upon the members of the
organisation. However, if there are norms,
values and practices in the organisation
which are widely and deeply held by its
members, then, changing roles and re-
sponsibilities would not necessarily lead to
significant change in the underlying as-
sumptions held within the organisation.

It is clear that there are issues that prac-
titioners need to be aware of in implement-
ing change in their organisation. First,
there is no universal rule to follow in man-
aging change, since the internal and ex-
ternal context of an organisation play a sig-
nificant part in the process of change. Sec-
ond, it is important to see change as a com-
plex process, with unintended conse-
quences and the potential to disrupt the life
of the organisation.

Hence, the managers or those respon-
sible for introducing and implementing
change need to be aware that sometimes
even a simple change, for example, a new
management accounting procedure or tech-
nique, could be resisted in an organisation;
whereas a major change could be accom-
modated by the organisation’s members.
This is because a change, albeit a simple
one, might need a new way of thinking or
doing things and could be resisted for that
reason. But a major change which does not
conflict with the existing norms and values
could be accommodated into the existing
ways of doing things. As such, it might be
easier to implement.

As the deeply shared assumptions and
values held by members of the organisation
can make change difficult, it is important
to ensure that the changes are culturally
sensitive. This means that an awareness of
internal context of an organisation is an
important factor in the management of

change. The agents of change need to be
aware of the existing shared norms, values
and routinised practices in the organisation,
so that they can anticipate the potential im-
pact of the new system.

Before any new management accounting
technique or procedure is introduced into
the company, it is necessary to understand
the cultural patterns in the organisation and
how they are sustained. This can be
achieved by analysing the values that gov-
ern behaviour and uncovering the uncon-
scious assumptions that underlie the way
in which those in the organisation think, feel
and react. However, these assumptions are
taken for granted and the members of the
organisation are usually unaware of them.
Therefore, if there are changes in the envi-
ronment which require new practices, these
changes might not be noticed or the
organisation might not be able to adapt to
them, because the existing routines are
deeply entrenched in the organisation.

The agents of change, therefore, need
to stand to some extent, outside their
organisational culture and examine its as-
sumptions and values. Sometimes mar-
ginal change can solve organisational prob-
lems (Hassard and Sharifi, 1989; Schein,
1992). Therefore, there may be a need to
enhance some of the positive elements of
the organisation’s practices, rather than to
discard them altogether. Hence, success-
ful change might be achieved through
change initiatives which restructure or
adapt some of the basic assumptions,
rather than challenge them (Schein, 1992).
In this way, there would not be the poten-
tial for major disruptions, confusion and
resistance to the change programme.
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THE Uncertainty OF

Standard OF Value
  by Marizah Minhat

NAC 2005 recognises accountants as the ‘managers of value’.
However, this recognition carries with it a huge responsibility

once we comprehend the notion of ‘value’.
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The Uncertainty of Standard of Value

In technical sense, value is the money-
price of balance sheet items — asset,
liability and equity. In reality, the suc-
cess or failure of a company has

been conventionally measured in money
terms, i.e. profit or loss. There are even
attempts to measure qualities in human
or the organisation in money terms (for
example, accounting for intellectual capi-
tal and unique organisational structure).
This implies that we depend on money
as our measuring rod or the standard of
value.

However, have we ever wondered that
the value of money, our measuring rod, is
indeed unstable and hence undependable?
Do we understand how the uncertainty in
the value of money affects the value of bal-
ance sheet items and the destiny of the
company we are managing? To my fellow
financial planners, do we care enough that
our client’s destiny is uncertain as much
as the uncertainty in the value of our mea-
suring rod?

In the July 2005 issue of Accountants
Today, I wrote about “The Theory of Un-
certainty”, an idea derived from a promi-
nent Cambridge philosopher-economist,
John Maynard Keynes. Inspired by the old
ideas of Keynes and the latest experience
of the ringgit, I present here a reflection
on the uncertainty of standard of value and
its impact on us.

Uncertainty in the Value of Currency
and Our Destiny

It was unfor tunate that the ringgit,
which is deemed fit to be our standard of
value, experienced a sudden and massive
collapse in its value (i.e. as priced in US
dollar) in the third quarter of 1997. Sud-
den currency devaluation is definitely an
unquantifiable risk (uncertainty). During
the time, we were uncertain about how
many units of ringgit to sell if we were to
buy a unit of dollar on the next day. We
may arrogantly claim that we have the
best mathematical formula, but like it or
not, we were fundamentally depending on
whims, sentiment and chance. It is almost
absurd to find out that in the past it costs
us only 2.75 units of ringgit to buy a unit
of dollar, but at the height of the ringgit
crisis, it costs us 4.88 units of ringgit to
buy a unit of dollar. This was exactly what

happened to the value of the ringgit that
collapsed by almost half from mid-July
1997 to early January 1998, which we
failed to anticipate despite the advance-
ments in our mathematical tools. Even the
Malaysian policy-makers were confident
that Malaysia was not a candidate for se-
vere recession given that the ringgit was
assumed to be a strong currency.

The impact of sudden ringgit devaluation
was significant on a company with loans
denominated in foreign currencies such as
Tenaga Nasional Berhad. I still remember
that the company’s net foreign exchange
loss of RM3.51 billion had eaten up all its
operating profit in 1998. At the macroeco-
nomic level, the sudden ringgit devaluation
was followed by the Malaysian economic
crisis. The words of our former Prime Min-
ister, Tun Dr. Mahathir Mohamad, could
best describe the effect of the ringgit’s col-
lapse “Malaysians were bewildered as they
found themselves suddenly impoverished”
(2000, p. 7). With this incident in mind, I
would also like to highlight Keynes’s view
that was expressed in his A Tract on Mon-
etary Reform, published in 1923:

Unemployment, the precarious life of the
worker, the disappointment of expecta-
tion, the sudden loss of savings, the exces-
sive windfalls to individuals, the specu-
lator, the profiteer — all proceed, in large
measure, from the instability of the stan-
dard of value. [p. xiv]

Basis of Currency Valuation
Accountants may view the subject of cur-

rency valuation as the domain of econo-
mists. However, it is imperative for the
‘managers of value’ to be aware of the
forces underlying currency valuation that
would affect our ‘debit and credit’ busi-
nesses. In this context, we may want to
know what the economists learn in their
classrooms.

Classroom Theory
A variety of models on the exchange rate

determination were developed in the inter-
national economics (and finance) literature
since the mid-1970s after the breakdown
of the Bretton Woods system. Pilbeam
(2001) suggests that the modern models
treat exchange rate as an asset price. The
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models suggest that the expectations about
the future development of economic fun-
damentals influence the current exchange
rate. Looking from the perspective of stan-
dard supply and demand theory (for ex-
ample, see Madura, 2003, pp. 111-118), the
factors that cause currency supply and
demand schedules to change in the equi-
librium exchange rate are:

relative inflation rates between coun-
tries;

relative interest rates between coun-
tries;

relative income levels between coun-
tries;

government controls; and

expectations of future exchange rates.

An economist such as MacDonald (1999)
defends the usefulness of fundamentals in
explaining exchange rates at long and
short horizons. He, however, agrees that
the very short-run (i.e. daily or intra-day)
behaviour of exchange rates are driven by
market microstructure considerations
rather than traditional economic funda-
mentals.

A more recent study, Gehrig and
Menkhoff (2005) suggests that “… ex-
change rates appear to be influenced by
factors so far unknown” (p. 52). Neverthe-
less, their survey demonstrates that both
fund managers and forex dealers (that
make up more than 80 per cent of the
counter-parties in the foreign exchange
market from 1989 to 2001) were largely
influenced by non-fundamental factors
(i.e. individual rationality and behavioural
elements) in their decision-making, which
eventually affect the movement in short-
term exchange rates. It thus poses a ques-
tion on the adequacy of the fundamentals-
based exchange rate models normally
taught in the classroom. We need to think
beyond those models in order to under-
stand the more significant factors under-
lying the movement in exchange rates.

Business of Speculation in Practice
In The General Theory of Employment,

Interest and Money (GT), Keynes states
that the “changing views (ideas) about the
future” is the essential characteristic of the
monetary economy, which is capable of
influencing the current state of employ-
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ment (p. xxii). He illustrates the signifi-
cance of speculation in asset valuation, an
activity very much facilitated by organised
financial asset markets (i.e. currency and
stock markets), in generating economic
cycle. As I mentioned in my earlier article,
speculation in Keynes’s words is the activ-
ity of forecasting the psychology of the
market or the business of anticipating what
average opinion expects the average opin-
ion to be.

Prior to the 1997-98 crisis, the Malay-
sian economy grew by eight per cent an-
nually for ten consecutive years. It was
viewed as fundamentally strong, thus it
was sensible to expect its currency to re-
main stable. Unfortunately, speculators
were not (and would never be) interested
in Malaysia as much as they were inter-
ested in the monetary gains to be derived
from the short-term changes in the value
of Malaysian currency.

From the perspective of international
speculators, all currencies including
ringgit are just another form of asset for
short-term profit-making. There is an op-
portunity to make monetary gain out of
foreign currency trading, in a similar way
that they trade shares on the stock mar-
ket. Placing long-term financial capital
for the real development of the foreign
countries is simply not part of their busi-
ness.

Changing views about the value of cur-
rency is an essential part of the story. The
essence of this valuation is about assum-
ing that the existing market valuation will
continue indefinitely, unless there are spe-
cific reasons to expect a change (i.e.
knowing better than market). Profes-
sional players too are devoted in foresee-
ing changes in the conventional basis of
valuation ahead of the average players. It
is the changing ideas concerning the fu-
ture that causes precariousness over the
financial asset values. The players may
assume that the present state is a good
guide to the future (as it normally is) and
the present market price as the correct
summing up of future prospects. But they
also try to conform to the behaviour of the
majority of players who perhaps are bet-
ter informed. In Keynes’s view, judgement
about the future derived in these manners
is:

“… being based on so flimsy a founda-
tion, it is subject to sudden and violent
changes. The practice of calmness and im-
mobility, of certainty and security, sud-
denly breaks down. New fears and hopes
will, without warning, take charge of hu-
man conduct. The forces of disillusion
may suddenly impose a new conventional
basis of valuation” (1937, pp. 214-215).

The Uncertainty Remains …
A shift from a managed float to a fixed

pegged exchange rate system from 2 Sep-
tember 1998 until 21 July 2005 demon-
strates that the Malaysian government has
strengthened its intervention in the valua-
tion of the ringgit. This initiative was a part
of the Malaysian selective exchange con-
trol measures implemented by the Malay-
sian policy-makers in order to regain con-
trol of the Malaysian economy from the
currency speculators. The fixed pegged
regime implies that the valuation of the
ringgit and its economy were entrusted to
the discretion of its government, not mar-
ket forces or speculative currency traders.

When the ringgit was pegged to the US
dollar, we were almost certain that to buy 1
unit of dollar tomorrow would require us to
sell 3.8 units of ringgit. Some policy-makers
view that the peg provided stability and more
certainty to the corporate sector in decision-
making and costing as well as competitive-
ness for Malaysian exports. Nevertheless,
the ringgit-dollar fixed peg was effectively the
handing over of determination of the ringgit’s
value from ringgit speculators to the US Fed-
eral Reserve and dollar speculators. Further-
more, from the US perspective, the depreci-
ating US dollar made Malaysian imports
more expensive. This called into speculation
the next step with respect to the ringgit’s peg.

On 21 July 2005, Bank Negara Malaysia
announced the return to a managed float
regime. The ringgit was de-pegged and its
value would be managed against a basket
of currencies. At the time of writing, the
ringgit has strengthened. The strengthen-
ing ringgit will mean the exporters that
earn revenue in dollars will be disadvan-
taged as revenue needs to be translated to
ringgit in their financial statements. On the
other side of the coin, the strengthening
of the ringgit will mean lower costs for com-
panies that import raw materials or com-

ponents. This also would benefit compa-
nies with significant US dollar-denomi-
nated borrowings such as Tenaga Nasional
Berhad. This notion explains why Tenaga’s
share price suddenly shot up to RM11.50
(from RM10.80) on the next day after Bank
Negara’s announcement. Tenaga’s value
has suddenly recovered without efforts
from its ‘managers of value’, but merely
with the change in the value of the ringgit.

Conclusion
We witness the uncertainty surrounding

a currency’s valuation and its impact on us.
We simply do not know what would be the
next currency regime and our destiny. The
government necessarily plays with a mixed
game of skill and chance in selecting the
exchange rate regime to be adopted. Now,
once again, we leave (par tially?) the
ringgit’s value to the discretion of market
forces. Despite the recurring incidence of
its instability, the ringgit remains our stan-
dard of value. Given the reality of our cir-
cumstances, it is beyond reasonable doubt
that managing value is indeed a task beyond
the conventional capacity of accountants.
Are we ready to spread our wings?
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This is an empirical study of
troubled (i.e. PN 4) compa-
nies and their agency costs to
outsiders who invest in them.

The sample consisted of 21 companies
each in three groups made up of PN 4
companies, positive economic profit and
negative economic profit companies. The
study finds that outside investors in PN 4
companies incurred extreme agency costs
compared to positive economic profit com-

THE FACTORS THAT CAUSE COMPANIES TO BE

Suspended FROM THE

Kuala Lumpur Stock Exchange
Extracted from Mohd. Hassan Che Haat’s MIA-MAREF

Outstanding Research Paper Award (MORPA) 2nd Prize winning paper

panies because of poor governance. Rela-
tive to the control group, PN 4 companies
had higher insider ownership, borrowing,
and lower equity values. The study high-
lights the uniqueness of the Malaysian se-
curities law that allows corporate insiders
to proactively use monitoring mecha-
nisms to lower agency costs.

Keywords: Troubled companies; Corpo-
rate governance; Disclosures; Insider own-
ership

Introduction
The Asian financial crisis that started in

1997 adversely affected the performance of
many East Asian economies, including Ma-
laysia. This crisis created an environment
whereby outside investors were vulnerable
to expropriation by insiders (Francis et al.
2002). Consequently, outside investors be-
came more sensitive to firms’ corporate
governance structures that they may have
previously ignored (Rajan and Zingales,

1998). According to Mitton
(2000), poor corporate gover-
nance in general and the lack
of disclosures and transpar-
ency in particular were contrib-
uting factors that exacerbated
the Asian crisis. In East Asia,
Malaysia is a unique case,
partly because it rejected the
International Monetary Fund
(IMF) rescue package, since
the restructuring proposed by
the IMF would have resulted in
greater foreign ownership of
many local companies. Instead,
the then prime minister, Tun
Dr. Mahathir took steps to
stabilise the economy by rais-
ing foreign debt from
neighbouring countries, peg-
ging the ringgit to the US dol-
lar in September 1998, restrict-
ing the trading of Malaysian
stocks outside of Malaysia, in-
troducing a punitive tax for
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holding stocks for less than a year, and
making the unofficial trading of the ringgit
illegal (e.g. Poon, 1999). These actions have
heightened the responsibilities of securities
regulators to watch out for the interests of
outsiders, who could be taken advantage of
by insiders because they benefit dispropor-
tionately from the laws that promote a rela-
tionship-based capital market system.

In March 1998, Malaysia proactively
formed the Malaysian Institute of Corpo-
rate Governance (MICG) and a high-level
Finance Committee to look into establish-
ing a framework of corporate governance
and setting a code of best practices for the
listed companies. In 1999, this Committee
developed the Malaysian Code of Corpo-
rate Governance to be administered by the
MICG. The Code has been implemented
since 2000 and it is backed by the listing
rules of the Kuala Lumpur Stock Exchange
(KLSE). The popular press in Malaysia
lauded the use of the best practices in cor-
porate governance and its enforcement by
regulators as one of the ways to improve
financial disclosures and promote transpar-
ent business reporting to serve minority
shareholders. The dilemma for regulators
would be to identify those governance prac-
tices that not only improve financial report-
ing, but also contribute to increased firm
profitability.

The regulators’ focus on improving lo-
cal company operations and this is impor-
tant because one of the major criticisms of
those who govern companies traded on
emerging markets is that majority share-
holders, who are closely associated with
corporate insiders, act as if minority inves-
tors capital has no opportunity cost, hence
they don’t feel obliged to provide a return
on it (e.g. Chen et al. 2004; Lee, 2003). Con-
sequently, Lee believes that a significant
proportion of companies in emerging mar-
kets like Malaysia destroy economic value.
For example, he cites KPMG and The Edge
(a leading business weekly published in
Malaysia) finding that only 75 companies
among the more than 800 companies listed
on KLSE as at 31 December 2002 had a
positive economic profit. Given this dismal
performance of the majority of companies
traded on the KLSE, the Securities Com-
mission (SC) in Malaysia in 2001 decided
to become more stringent, and began sus-

pending poorly performing companies
from trading on the KLSE.

In Malaysia, listed companies typically
do not file for bankruptcy. Instead, they are
temporarily suspended and given the
chance to restructure before being allowed
to trade again on the KLSE. The criterion
for selecting poorly performing companies
for evaluation are stated in the regulations
referred to as Practice Note 4 (these com-
panies which are chosen for delisting are
called PN 4 companies). According to the
regulation, if a company’s shareholder eq-
uity is negative, and receives a going con-
cern qualification from the auditor or if re-
ceivers/special administrators have been
appointed over one of its major subsidiar-
ies, then KLSE could classify it as a PN 4
company. Further, when the KLSE begins
de-listing procedures against a company
(though it may not automatically mean that
it will be permanently de-listed), it results
in it being closely monitored by regulators.
For example, the suspended companies
have to regularise its financial condition,
which is an essential first step in putting
together a restructuring plan that has to
be approved by the SC and the Companies
Commission of Malaysia.

The purpose of the study is to investi-
gate whether factors such as governance,
disclosure, financing and growth are use-
ful to identify companies that are classified
as PN 4 companies, and also to identify
companies that are likely to be in trouble
in the future. Specifically, it focuses on ex-
ploring these characteristics in the two
groups (positive and negative economic
profit) of companies versus the PN 4 com-
panies, and suggests what regulators may
consider as poor performance in a relation-
ship-based capital market. The objective is
to understand what the SC is doing to im-
prove the quality of the companies traded
on the KLSE, and see how well it is work-
ing to protect outside shareholders. As of
30 June 2004 about 125 companies have
been classified as affected issuers, but this
study focuses on 21 companies that have
been suspended from trading (www.bursa
malaysia.com/website/listing/pn4cos.htm).
However, unlike the rest, the chosen 21 PN
4 companies have had their restructuring
plans approved by regulators, which paves
the way for them to apply to resume trad-

ing. The investor confidence in the PN4
companies is at its lowest when they are
classified as such by regulators. Therefore,
the companies need to find ways to im-
prove not only their financial condition, but
also the liquidity of their stocks, so that
they can eventually begin to trade on the
KLSE (Oh, 2003a). One would expect that
the PN 4 companies compared to the rest
would have the weakest corporate gover-
nance and disclosure practices before the
restructuring processes, and the regula-
tors would expect these companies to put
in place mechanisms to improve them. The
study uses agency theory and the Malay-
sian institutional background to develop
and test four hypotheses.

The study finds that a good corporate
governance mechanism such as having a
Compensation Committee and dual role of
Chairman of the Board versus the com-
pany CEO helps to differentiate companies
that generate a positive economic profit
from the PN 4 companies. Interestingly, we
find that firms trading on the KLSE are
more likely to increase their level of dis-
closures after they perform poorly than
before. Additionally, poor debt manage-
ment and asset growth are also probable
causes that bring increased attention from
securities regulators to these companies.
The study argues that this increased moni-
toring by regulators can be viewed as an-
other means of reducing the extreme
agency costs to outsiders who invest in
these troubled companies.

The remainder of the paper is organised as fol-
lows: Section 2 gives a brief literature review
on corporate governance mechanisms with par-
ticular emphasis on what is being practised in
Malaysia. Section 3 comprises the sample se-
lection used to conduct the analysis. Section 4
expounds the measurements and methodology
in gathering data for the study, while Section 5
presents the results. Section 6 concludes the
paper. This is followed by the reference sec-
tion. For those interested in reading the above
research paper in full, please contact the au-
thor Mohd. Hassan Che Haat at aresair
@yahoo.co.uk  or visit the MIA website
www.mia.org.my/mia/resource-center/re-
search/detail.asp?id=19
This paper was co-researched by Assoc. Prof.
Dr. Rashidah Abd Rahman, Assoc. Prof. Sakthi
Mahenthiran and Nadiah Abdul Hamid.
The writer would like to acknowledge the Insti-
tute of Research, Development and
Commercialisation, UiTM Shah Alam for the
financial support in completing this study.
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HOW TO

Protect Your Wealth?
by Jimmy H. L. Loke

When I recently rejoined my former partner as an advisor, I was
requested to write an article for the firm’s newsletter on the subject of
‘Trust’ while taking up the first assignment of creating a trust for a

Korean client who had migrated to the US.
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How to Protect Your Wealth?

To start with, it is quite amazing
to see a Korean client coming
to Hong Kong to set up his trust
for the family. It shows how at-

tractive and cosmopolitan Hong Kong is to
undertake international business. Never-
theless, the job was easy, as he had previ-
ously consulted his lawyers before being
referred by our associates in the US. In that
sense, our formal advice was nothing but
ceremonial to ensure he knew what he was
doing and the execution of the trust was
smooth with minimum time spent.

What struck me was the total fees for the
services which included trust document, pro-
tector document, letter of wishes, appoint-
ments of trustee, protectors and the nominees
for the trust holding companies, opening of
bank account, and of course our professional
and lawyers’ fees. It was about HK$150,000.

What is a Trust?
A Trust is a way of controlling assets with-

out legally owning them. The original owner
of the assets (the Settler) places the real or
personal property, cash, investments or any
other assets into a trust to be administered
by a trust company, bank, or individual (the
Trustee). The trustee then administers the
assets for the benefit of others (the Benefi-
ciaries). Any act or neglect on the part of
the Trustee not authorised or excused by
the terms of the trust or by law is called a
Breach of Trust, which is a criminal offence.
Trustee is supervised, and can be replaced,
by the Protector who is appointed by the
Settler and acts in accordance with the let-
ter of wishes from the Settler.

The Trust Deed need not show the
names of Beneficiaries. These may only be
specified in a Letter of Wishes that is pri-
vate. The Trustees have absolute discre-
tion as to who the Beneficiaries are, how
much is appointed to each, and when and
how any distribution may take place.

The Beneficiaries have an equitable inter-
est or estate in the trust assets, whereas the
Trustees have a legal interest or estate in
the assets. The trust document, protector
document and letter of wishes may be made,
signed or held anywhere in the world.

What are the Benefits?
The benefits of trust may be summarised

as follows:

� Trusts are private arrangements: Trusts
need not be registered with any tax authority
and are a private agreement between the con-
cerned parties. Nor is there a legal require-
ment to file the accounts of a trust or have
them audited by an independent auditor.
� Facilitation of tax planning: A Discre-
tionary Trust can be useful in reducing
taxation of gifts or bequests. The Trust is
under the control of and legal ownership
of the Trustees and that neither the Set-
tler nor the Beneficiaries can be said to
have any taxable ownership of the trust.
� Preserving family wealth: Trusts can be
used like a Will to arrange for business
ownership, investments, or other wealth to
be passed on to one’s inheritors. Trusts may
avoid problems of probate and inheritance
laws in the Settler’s country of domicile.
They can also be easier to administer than
wills, are less vulnerable to legal contests,
and assure the assets will be used by the
beneficiaries in the way intended.
� Protection of wealth when living in un-
stable areas: Expatriates who settle in a
region that is politically unstable or where
there is a risk that a government will ex-
propriate assets or impose exchange con-
trols can protect their wealth by placing it
in a more stable jurisdiction.
� Risk management: By ‘settling’ aside a
separate estate under trust, businessman
may avert risk of losing the whole fortune
should any bankruptcy occur due to busi-
ness failure. For example, Mr. Tan had to-
tal assets of HK$25 million. He set up a trust
to which he made a gift of HK$15 million
for the benefit of his family. Due to SARS,
his business took a nosedive and he was
eventually declared a bankrupt though he
tried to exhaust his HK$10 million to save
the business and pay off his creditors. Had
he not set up the trust, his bankruptcy
would have wiped out all his assets. His fam-
ily averted a financial catastrophe as they
are able to live on the trust income. It should
be pointed out that the assets must have
been donated to the trust at least two years
before the bankruptcy. Hence, planning is
crucial.
� To hold or manage an offshore corpora-
tion engaged in international activities: This
is popular amongst those operating in high
tax regimes. It is one of the reasons why the
Korean client wanted to have his trust in

Hong Kong to manage his non-US activities.

� Holding assets obtained by international
corporations engaged in multinational
trading: Stocks, bonds and cash invest-
ment products gained during international
operations may be held in offshore trusts
without being subject to taxes.
� Trusts are confidential and flexible:
Since assets are held in the Trustees’
name, Settlers enjoy complete privacy as
to the nature of their investments and to
whom they are giving benefits. The Trust
Document is not a public document and is
handled with absolute confidentiality.
Trusts can be created, or changed, rapidly.

How does a Trust work?
The mechanism of a trust (Figure 1) can

be illustrated as follows:
The SETTLER is the original owner of the

assets. The Settler can place the assets in
three ways:

Settling assets on a trust;
Through a “Declaration of Trust” pre-
pared by the Trustees; or
By a “Memorandum of Addition” added
to a Declaration of Trust at a later time.

The TRUSTEES may be individuals or a
corporate entity. The powers, duties and
obligations of the trustees are written in
the Trust Deed. Their actions are gov-
erned by law and violations of the agree-
ment can result in criminal penalties.

The PROTECTOR is a person or corporation
appointed to the trust to oversee the actions
of the trustees. The Protector may remove
or appoint trustees, may be required to sign
all decisions of the Trustees, and may be
more than one person. Where an ostensible
settler is employed, the client, by being des-
ignated the Protector, retains a degree of
control over the trust administration.

The LETTER OF WISHES states how the Set-
tler wants the trust to be administered. It may
be provided at the creation of a trust or at a
later date. It can be changed from time to
time and can name a successor in the event
of the death of the Settler. Letters of Wishes
are not legally binding, but are followed by
Trustees provided that the wishes are not
illegal or in contravention of the trust deed.

The TRUST DEED is the document that
establishes a Trust. It contains:
� An acknowledgement of the transfer of trust

property from the settler to the trustee sub-

1
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Figure 1   The Trust Structure

ject to the terms of the trust deed.

� A provision whereby the trustee can ac-
cept further property as part of the trust
fund and the initial transfer need only be
a nominal amount.

� A statement as to the duration of the trust.
The usual period is a maximum of 80 years.

� A statement identifying the beneficiaries
by name or class.

� A statement as to the circumstances under
which the income and the capital of the trust
fund are to be disbursed to beneficiaries.

� The powers and duties of the trustee.

� A statement as to the removal of the
trustee and the appointment of a new one.

� A statement of the law to which the trust
deed is subjected.

� An optional provision for designating a
Protector who may be able to remove the
trustee and exercise a series of checks
and balances over the trustee’s conduct.

The BENEFICIARIES are the persons or cor-
porations entitled to receive the income or the
assets of a trust according to the “Letter of
Wishes” prepared by the Settler. Under a dis-
cretionary family trust, the beneficiaries are
usually the immediate and extended family.

Why choose Hong Kong for
setting up the Trust?

There are many reasons why the settlers
like the above-mentioned Korean client
prefer to set up the trust in Hong Kong.
To begin with, Hong Kong’s legal system,
especially on trust laws are based on En-
glish law inherited from the British admin-
istration. Therefore, there is a strong ele-
ment of assurance that the trust is well-
recognised and protected legally.

Hong Kong also has proven to be a stable
tax haven with low tax rate on income arising
from Hong Kong and does not tax offshore
income. This tax regime encourages interna-
tional entrepreneurs to set up their base in
Hong Kong to manage their global investment
portfolio to minimise their tax exposure. By
setting up a trust in Hong Kong to hold for-
eign investments, one may avoid paying high
taxes in the home country and benefit from
the exemption of tax on offshore income.

It is also an international financial centre. It
is ranked Asia’s second and the world’s eighth
largest stock market and thus offers plenty of
investment opportunities for any trust fund.

Its telecommunication and transportation sys-
tems are superior by world standards.

Hong Kong has a good reputation on
anti-money laundering systems and is rec-
ognised as Asia’s second least corrupted
economy. Fortune magazine claims that
Hong Kong is still a better, easier, saner,
more honest place to do business than al-
most anywhere else in Asia.

Professionals such as accountants and
lawyers, have a very high standard of ser-
vice. In addition, their credibility is of para-
mount importance when multi-millions of
estate funds and assets are to be entrusted
with them. A peace of mind for the high
net worth client from documentation to ap-
pointment of trustees, etc. is absolutely
critical for them in choosing the establish-

ment and administration of their trust.
Hong Kong has also proven to be resil-

ient to the many financial and political tur-
bulence in the past. Its future looks prom-
ising as China is positioning itself to be a
superpower in the next 20 years. To have
a base in Hong Kong will ensure closer
interactions with the challenges and oppor-
tunities offered by China.

References
tdctrade.com (online accessed 1 & 18 October 2004).
Fortune magazine, 13 May 2002.

The author was one of the pioneer Malaysian ac-
countants practising in Hong Kong. He is now a
Visiting Professor of Beijing Union University and
is an independent non-Executive Director of sev-
eral listed companies in Hong Kong. The writer
can be contacted at jimloke@morisonhk.com
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T E C H N O L O G Y

WHAT SHOULD BE YOUR

IT Security PRIORITIES TODAY?
by Viren Mantri
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One of the biggest exposures
senior management face to-
day is business downtime,
and hence financial loss, in

the face of increasing attacks resulting
from sophisticated threats. How do you es-
tablish an appropriate level of security
readiness that does not drain business
funds, but is a business enabler?

In today’s computing environment, ma-
licious attacks have become very sophisti-
cated.

We are observing polymorphic worms;
in other words, the same type of attack
that looks different each time, hence dif-
ficult to detect. We have also started hear-
ing about a metamorphic attack — a re-
cent term coined to describe the next gen-
eration of worms. In essence, the meta-
morphic attack would bundle several dif-
ferent attack vectors and techniques each
of which might display polymorphic
behaviour.

We are observing rapid growth in zom-
bie networks — networks of compromised
computers running stealth spyware (be-
longing to thousands of innocent end-us-
ers but unaware) — sold at a price and
which are used to broadcast spam and
phishing scams and to spread more e-mail
viruses designed to create more zombies.
These spyware programmes can also cap-
ture all keystrokes (potentially that may
include your internet banking user ID and
password) that can be sent to the hacker.
We can imagine the consequences.

In the last few years, there have been
excessive numbers of vulnerabilities
(bugs, security holes) across multiple
operating environments. And when these
vulnerabilities are discovered, vendors
rush to issue patches to fix those vulner-
abilities. There have been many cases
where an exploit tool was released but no
patch available. Attacks using these ex-
ploit tools are called zero-day attacks.
There have also been many cases where
both an exploit tool and the patch were
released, but organisations could not de-
ploy the patch in time. Attacks using these
exploit tools are called near-zero-day at-
tacks.

In the recent past, we have observed a
number of zero-day and near-zero-day at-
tacks.

Strategies
Managing security is indeed a balancing

act. What to fix, when to fix it? What to
spend? How much to spend? How much is
enough? If you spend too little, there might
be disastrous consequences; on the other
hand, how do you know whether you are
spending too much? How do you know if
your spending is even leading to an im-
provement?

Costs associated with security are often
difficult to quantify. How do you calculate

the costs associated with business loss,
data corruption or violation of integrity,
given a malicious attack on your network?
How do you calculate the value of ‘good-
will’ lost in the wake of a major denial-of-
service attack?

Creating a highly secure organisation re-
quires reducing risk to an ‘acceptable
level’. And what is ‘acceptable’? A level at
which you feel you have minimised busi-
ness downtime and hence fewer financial
losses. A level beyond you not gaining any
more competitive advantage.

The question is:
How do we get there?

First, why quantify security costs based
on losses? Why not focus on benefits?
There are tangible ways to measure the
associated economic benefits of imple-
menting a certain security solution. We
should quantify operational and economic
efficiencies associated with a security so-
lution.

In other words, instead of thinking what
we will lose if we do not spend on security,

we must think, what do we gain and how
much market differentiator we can create
by implementing a proactive, integrated
and automated security solution. Only then
will security become a business enabler.

Establishing a security model that en-
ables security investment based on eco-
nomic benefits and operational efficiencies
rather than poorly quantifiable losses must
become a priority.

Second, we must note that there have
been excessive numbers of vulnerabilities
(bugs, security holes) across multiple op-
erating environments. When these vul-

What should be your IT Security priorities today?

“Establishing a security model that enables security investment

based on economic benefits and operational efficiencies rather

than poorly quantifiable losses must become a priority.”
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What should be your IT Security priorities today?

“Intrusion Prevention Systems (IPS) are designed to protect your

environment against zero-day and near-zero-day attacks and

hence it must become a priority. Effective use of IPS can protect

your computing environment without the rush to deploy patches.

Most importantly, it buys you time for effective patch deployment -

as part of your IT lifecycle management.”

nerabilities are discovered, vendors rush
to issue patches to fix those vulnerabili-
ties.

For each patch, you need to determine
whether it is relevant and critical to your
specific environment. You need to know
the security threat you are exposed to by
not deploying the patch immediately. What
is the potential dollar impact? How many
machines does the patch need to go on?
How fast can it be deployed? Do you have
adequate bandwidth to deploy a critical
patch in the middle of the business day?
Will the patch work? Does it need to be
tested? Will it create an adverse impact on
the in-house applications? Do you have a
regression plan? Note that vendors have
often issued patches for patches.

In days of limited funds, we need to pri-
oritise which assets to protect first.. Do you
know how many devices you own? What
operating version and what applications are
running on those devices? If not, how do
you know which are most vulnerable? Do
you know which assets support your most
important business process?

To get a picture of risk, you need assets,
vulnerability and threat information, and
you need to manage the risk, using a pri-
ority-based approach. Organisations must,
therefore, have a vulnerability manage-
ment (VM) process — to determine
whether to eliminate, mitigate or tolerate
vulnerabilities based upon risk and the cost
associated with fixing the vulnerability.

Experts at Gartner have already said:
“Enterprises that implement a vulnerability
management process will experience 90 per
cent fewer successful attacks”.

The scope of VM extends well beyond a
simple vulnerability assessment and/or a
penetration test, that certain organisations
are mandated by auditors and regulators.
VM extends this scope to prioritising fix-
ing those vulnerabilities, and hence the
exposures that matters the most to you.
Just because a vendor has said it is high-
risk vulnerability does not automatically
make it one for your organisation. You have
to determine what is high-risk to your spe-
cific environment.

VM is not a one-time exercise. It is a pro-

cess of continuous improvement.
Organisations need to conduct periodic
internal and external vulnerability assess-
ments or penetration tests as part of vali-
dating their security posture and apply ap-
propriate remediation techniques to miti-
gate risks and fix exposures.

Establishing a vulnerability management
process must therefore become a priority.
It enforces a priority-based approach to risk
management. Organisations can mitigate
risk by carefully balancing asset value, vul-
nerability severity, and threat criticality.
This approach recognises that enterprise
resources are limited; and, by focusing on
the most important assets, vulnerabilities,
and threats first, the enterprise can direct
resources where they’ll have the greatest
return while improving the security health
of the organisation.

Third, it is clear that patch management
is essential but not easy. It takes weeks and
months to deploy patches successfully
across the organisation. There are auto-
mated patch management tools. They help
in making the patch management process
more efficient. However, such automated
tools cannot automate the human decision-
making — to patch or not to patch.

Patch Management, by nature, is ‘reac-
tive’ and cannot block zero-day and near-
zero-day attacks. It cannot, therefore, be
considered a priority and a strategic secu-
rity investment. It is rather a part of the IT
lifecycle management that adds value to
operational efficiency.

It has also become clear that firewalls
and anti-virus technologies are not ad-
equate to protect against today’s sophisti-
cated security threats.

A security strategy must be proactive
and block zero-day and near zero-day at-
tacks. Such a strategy mandates effective
use of intrusion prevention systems (IPS)
because it is a lot cheaper to prevent an
attack than to recover from it.

Intrusion Prevention Systems (IPS) are
designed to protect your environment
against zero-day and near-zero-day attacks.
Hence, it must become a priority. Effective
use of IPS can protect your computing en-
vironment without the rush to deploy
patches. Most importantly, it buys you time
for an effective patch deployment — as part
of your IT lifecycle management.
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What should be your IT Security priorities today?

AT

Having said the above, it is not only a
matter of the technology.

Deploying security technologies without
enforcing best practices may create a false
sense of security. Not recognising the pri-
orities for security spending may further
diminish business value. It is important to
maximise the equation of technologies,
practices and dollars — that yields busi-
ness value to all of the stakeholders.
People, process and technology together
make up the complete solution. You can-
not rely on technology alone.

I believe 25 per cent of the security prob-
lems are due to bad people with bad tools.
However, 75 per cent of the security prob-
lems are because the good people are not
exactly aware. Steering education and
awareness programmes in a focused man-
ner must therefore become a priority.

Cybercrime has reached alarming levels.
We need a new way to highlight risks and
educate our employees that will instil in them
a personal responsibility towards security.

Here are some examples (from Winn
Schwartau — one of the leading security
professionals):

� In 1999, a worm outbreak was noticed 280
days after vulnerability was disclosed. In
2004, it was noticed just 10 days after.

� Viruses cost industry US$55 billion in

2003. It also means that a computer vi-
rus/worm/spyware in your computer
can lead to instantaneous identity theft.

� Cybercrime costs the global economy

US$1.6 trillion annually. It also means
some six million children have been so-
licited online for sex in the past year.

� 2.8 billion pornography spam-mails are
sent every day. It also means that 80 per
cent of 15-17 year-olds have had multiple
hard core exposures.

� Corporate security risks — introduced
by using Internet at work for personal
reasons.

� Personal security risks — introduced by
not securing Internet access at our home.

Almost everyone today is connected to
the Internet. Internet browsers and e-mails
are the largest used applications. An
organisation’s logical perimeter is rapidly
disappearing. Employees work from home;

business is done with real-time with online
connectivity, partners and customers over
the Internet, Intranet and Extranet.

Note that security encompasses confiden-
tiality, integrity and availability. Organisations
must prioritise their security investment in
Vulnerability Management, Intrusion Pre-
vention, Firewalls, Anti-virus, Anti-Spam and
Anti-Spyware. Specific business needs may
further drive their investments in VPN solu-
tions, identity management, granular access
control and authorisation, etc.

To begin with, it is imperative to estab-
lish a priority-based approach to reduce
risk by using the 10 steps illustrated.

These 10 steps can enforce a priority-
based approach to risk management.
Organisations can mitigate risk by care-
fully balancing asset value, vulnerability
severity, and threat criticality. This ap-
proach recognises that enterprise re-
sources are limited; and, by focusing on the
most important assets, vulnerabilities, and
threats first, the enterprise can direct re-
sources where they will have the greatest
return while improving the security health
of the organisation.

Adopting the10 steps as “best practices”
will enable you to:

� study threats, assess risks, and deter-
mine how to reduce risk to an “accept-
able level”

� determine what to spend on, when to
spend, and how much to spend;

� measure your remediation efforts;

� steer education and awareness efforts in
a focused manner;

� be compliant with regulatory require-
ments; and most importantly,

� measure the impact of your security de-
cisions and actions.

The author is the Principal, Strategic Security Ser-
vices, S. E. Asia and India, McAfee, Inc. The article
was coordinated by Diversified Gateway Berhad,
the Malaysian Authorised Partner of McAfee.

“Almost everyone today is connected to the Internet. Internet brows-

ers and e-mails are the largest used applications. An organisation’s

logical perimeter is rapidly disappearing. Employees work from home;

business is done with real-time with online connectivity, partners and

customers over the Internet, Intranet, and Extranet.”
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M O N E Y  T R E E

12 Steps TO

Fiscal Clarity
  by Rajen Devadason

Have you noticed our world is
changing faster than ever?
Businesses rise and fall with
unprecedented speed; global

warming counter-intuitively results in fall-
ing temperatures in some countries, and
hurricanes in others; no
sooner is one disease dealt
with than another of pan-
demic proportions rears its
head; terrorist attacks are
commonplace; and the very
foundations of the Earth, its
tectonic plates, shift and
heave in bouts of cataclys-
mic fury.

It’s depressing. But
what’s more helpful than
wallowing in gloom is focus-
ing on two principles:

Our attitudes aren’t
empty vaporous im-
prints upon our psyche;
they can change the
course of our lives.

Reality must be faced,
not denied.

Our attitudes matter
Let’s assume you’re an

accountant who has no
trouble understanding the
millions of ringgit worth of transactions
your company is involved in each year.
Based on the feedback I’ve received from
readers of this journal over the years, I
believe there’s a 60 per cent chance your
personal finances are in worse shape than
those of your corporation.

It is said doctors make the worst patients,
and lawyers the worst clients. Is it surpris-
ing, then, that numerous accountants live
lives of quiet desperation concerning their
own finances because so many strands of
their economic tapestry are unravelling?

before we ‘feel’ that way.
In an old book entitled The Science of

Getting Rich — through the power of cre-
ative thought, author Wallace D. Wattles
wrote (in 1912): “Man is a thinking centre,
and can originate thought. All the forms
that man fashions with his hands must first
exist in his thought; he cannot shape a
thing until he has thought that thing.”

Assuming there’s a kernel of truth in that
semi-mystical statement, what kind of eco-
nomic life do you think we forge if we
spend our days mentally rehearsing rea-
sons we won’t succeed or replaying cruel
words from the schoolyard or home that
declared ‘we’d never amount to anything’?

I’m convinced that’s why so many intel-
ligent, numerate professionals have no
problems managing the finances of their
companies. It’s what they’ve been trained
to do, and they, therefore, retain a mental
picture within themselves of being good at

work. That positive
mindset yields in success
on the job. Sadly, for many,
their mental picture of their
personal capacity to suc-
ceed financially is murky.

If that describes you,
what should you do? Exer-
cise the ‘Reality Principle’,
as Jack Welch calls it, and
look at the world ‘as it is
and not as we wish it to be’.
Therefore …

We should face reality
head on

To succeed, we must
embrace reality and see
ourselves, as we really are
— warts and all! Other-
wise, we become guilty of
two heinous personal
crimes — self-delusion and
self-inflicted ignorance.

With the dramatic
changes in our world,
those who indulge in self-

delusion and who embrace ignorance can-
not thrive; they may not even survive! And,
frankly, though the pace of change is ac-
celerating, this situation has existed for
ages.

You may remember from history that
back in 1769 James Watt patented an im-
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Thankfully, in most cases, a simple shift
in attitude can yield awesome results. Dr.
William Glasser wrote, “If you want to
change attitudes, start with a change in
behaviour.” If you take the time to reread
Glasser’s quote, you’ll realise he recom-
mends we act the way we want to ‘be’ long
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proved steam engine, which became the
fuse that ignited the Industrial Revolution
in England. In the ensuing decades, hordes
of unemployed rural folk moved into the
cities of England and Scotland, providing
labour for mushrooming factories and giv-
ing rise to a few
rich industrialists
but many over-
worked, underpaid
workers.

Those who
thrived were the
ones who were best
able to read the signs around them and
thus position themselves to take advantage
of the impending changes. They became
known as the robber barons; men like
Carnegie, Rockefeller and Morgan, who
harnessed the tools of early industrial capi-
talism, including cheap, over worked
labour, to amass gargantuan personal for-
tunes.

How do we harness our own correspond-
ing tools of current knowledge-based capi-
talism, so we end up among the winners
and not amidst the losers?

By realising today that knowledge is king
and an IDEA can be emperor. What that
specific knowledge should be for you and
what idea will catapult you to greater eco-
nomic success, I do not know!

What I do know is that your willingness
to face the naked truth of your present
personal financial situation is the best place
to start. So, ask yourself three questions:

How old are you?

What proportion of your entire work-
ing life has been used up?

Materially, what do you have to show
for it?

You can answer my third question by
constructing your personal net worth state-
ment, which lists every asset you have and
every debt you’ve incurred.

You may not be happy with the results,
especially in light of the rising uncertain-
ties of our lives, ranging from difficult busi-
ness conditions to natural calamities of in-
creasing intensity.

Where do we turn to for sanctuary? A
complete answer would spill over into the
realm of religion, theology and philosophy.
But since this is a financial planning col-

AT

Rajen Devadason, a certified financial planner, is
a speaker, author and independent consultant. He
is the CEO of a corporate mentoring consultancy,
RD WealthCreation Sdn Bhd. Rajen welcomes
feedback at rajen@RajenDevadason.com

12 Steps to Fiscal Clarity
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penses and the pages on the right to
record all credit card expenses;

For each line item record four things:
Date, amount, purpose of expenditure,
and expense category;

Start using your chequebook stubs
correctly by recording the date you
wrote the cheque and to whom;

Categorise that expense;

Record the amount, and deduct it from
your previous available balance, so you
always have an accurate running total
of how much money’s in your current
account;

Reconcile the notes on the stubs with
your bank statement each month;

Readjust the balance in your cheque
book by deducting bank charges from
it and adding whatever interest you
may have earned;

Remember to make allowances for out-
standing cheques that were not pre-
sented to the bank by the statement
date, as well as for uncleared deposits
into your account;

Make it a point of personal honour that
the FIRST cheque you write each
month be to yourself – into a savings
or investment fund; and

Aim to increase that personal savings
amount every three months, until you
get to the point, perhaps 12 years or
more from now, when you are setting
aside 50 per cent of your net income.

You see, despite the changes in our
world, one thing will always be true: No
person can work indefinitely.

So, during our working decades, what we
need to do is focus on the task of convert-
ing growing portions of our active income
into passive income.

If you can do that one thing, you’ll end
up managing your personal finances even
better than you’re currently managing
those of your company. Ironically, that will
make you an even more valuable em-
ployee!

umn, let me include — at the risk of sound-
ing overly materialistic — the need to scru-
tinise our portfolios, our net worth state-
ment and our cash flow statement!

What are your financial goals? Do you
know? Do they include a great retirement,

a great education
for the kids, and
nice things for your
family?

Then have the
courage to match
those stated goals
against the truths

exhibited by your expenditure patterns
based upon your actual credit card state-
ments, your chequebook stubs and your
cash-based spending choices.

Have you ever been busy watering your
garden with a hose that has the water on
at full blast, only to have to drop the hose
to answer a phone call? If the water pres-
sure was high enough, your hose will be-
gin snaking around the lawn, spewing wa-
ter in random directions. Is that how you’ve
been living your financial life?

Do you spend money indiscriminately,
spewing it in all directions without thought
of how each expense ties into the
realisation of one of your core goals?

If you said yes, that’s bad news. But the
good news is the moment you choose to
grab hold of your hose again, you’re im-
mediately able to direct the water precisely
where you want it to go! That’s the crux of
this article.

In times of uncertainty, we need to fo-
cus on the single unchanging principle that
will ensure long-term material success:
Spend less than you earn, save and invest
the difference, and do it for a long time.

If that appeals to you, here are 12 steps
to help you achieve clarity of vision for the
journey ahead:

Set goals for your personal wealth ac-
cumulation targets over the next one
month, one quarter, one year, one de-
cade and beyond;

Buy yourself a notebook (even a 555
book, like the one your parents may
have used, will do!), and start jotting
down all your expenses in it;

In that notebook, use the pages on the
left to record all out-of-pocket cash ex-
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N O T I C E  T O  M E M B E R S

Reaching out to MIA members…

Exposure Draft on the
Revision to the
Malaysian Institute of
Accountants’ By-Laws
In June 2005, the International Federation
of Accountants (IFAC), of which the Insti-
tute is a member body, issued a revised
Code of Ethics for Professional Accoun-
tants (‘the revised Code of Ethics’). The
revised Code of Ethics serves as the inter-
national benchmark for professional ethi-
cal standards and adopts a principles based
framework to ethics for all professional
accountants, whether they are in public
practice, commerce and industry, the pub-
lic sector or academia.

With the issuance of the revised Code
of Ethics, the Ethics Committee of the In-
stitute under took a review of the
Institute’s By-Laws (On Professional Con-
duct and Ethics) [Revised 2002] (“the

Institute’s By-Laws”) to ensure conver-
gence with the revised Code of Ethics.
Having also extensively reviewed the re-
vised Code of Ethics, the Ethics Commit-
tee believes that the revised Code of Eth-
ics is relevant and vital to enhancing the
ethical values, attitudes and conduct of the
Institute’s members as professional ac-
countants in Malaysia.

As a result thereof, an Exposure Draft
on the Revision to the Institute’s By-Laws
was prepared by the Ethics Committee
and recently approved by the Council of
the Institute for exposure and feedback
from members of the Institute and other
stakeholders including the regulators
and institutions of higher learning. The
Exposure Draft  demonstrates the
Institute’s commitment to adopting the
revised Code of Ethics in so far as it is
not inconsistent with national laws and
requirements.

Correspondingly, we are pleased to in-

vite members of the Institute to comment
on the Exposure Draft which can be down-
loaded from the Institute’s website at
www.mia.org.my.

All feedback and comments should be
in writing and submitted by e-mail
(regulatory@mia.org.my) or mail before 31
March 2006. Please refer to the section
entitled “Request for comments” for fur-
ther details.

The Malaysian
Business Ethics
Excellence Award —
Invitation for Participation
The Ministry of Domestic Trade and Con-
sumer Affairs and the Business Ethics In-
stitute of Malaysia (BEIM) are collaborat-
ing to organise the Malaysian Business
Ethics Excellence Award 2005, which will

AT

SHELF-COMPANIES

150++ new and ready-to-operate shelf-companies for sale
Completed with :-

� All necessary stationeries
� Free delivery charges
� Reseller profit and purchase rebate for practising professionals

FORECORP VENTURE SDN. BHD. (371406-X)
A-2-2, TAMAN PANGSAPURI MALIM, JALAN MALIM, 75250 MELAKA

Tel: 06-337 5315, 06-337 5343  Fax: 06-336 7440

Interested : Please contact Ms Izan or Mr Alex Tan (CA7067) 013-703 1893
For updates on any promotional events, please e-mail your particulars to :

fv2co@yahoo.com

INCOME TAX SOFTWARE
FOR TAX PRACTITIONERS

TaxSolve Prima 2005 — Form BE
This version of the software was released on 16 January 2006. A fully functional trial 
version is now available for download from our website at www.taxsolve.net

  Product Demo —  SECURITIES COMMISSION (Lecture Theatre)          
                               Date: 15 February 2006     2:00 pm – 4:00 pm
                      • Free Admission (RSVP)

Interested: Please contact Lim (MIA 8514) or Sie Choo on +60 (3) 2300 0724 or 
2300 0726  FAX: 2300 3810 for more information or visit us on www.taxsolve.net
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recognise companies with exemplary business ethics practices
embodied in their “Code of Ethics”.

Participation is open to all local and international companies
operating in Malaysia.

The awards will be accorded to four categories, i.e. three awards
each for local and international companies under the micro Busi-
nesses category, three awards each for local and international
companies under the small businesses category, three awards
each for local and international companies under the medium
businesses category and three awards each for local and interna-
tional companies under the large businesses category.

Interested parties are required to submit a brief profile of your
organisation including the details of the person to be contacted,
your organisation’s written/printed Code of Ethics/Code of Con-
duct or other similar codes and any promotional or other mate-
rials used to promote ethics in your organisations (photographs
can be sent if the originals cannot be submitted). Along with
these requirements, participants will also have to describe in
not more than 50 words how and when the Code was incepted,
as well as describe in not more than 100 words how the Code is
being enforced in your organisation. Also, participants are re-
quired to submit findings of any internal or external audits of
the Code if any awards have been won, and followed with a de-
scription in not more than 100 words whether or how it has ben-
efited the organisation’s stakeholders. Finally, all participants
are required to submit a copy of valid business registration with
the Registrar of Companies/Registrar of Business.

The closing date for submission is 17 February 2006. Com-
pleted applications are to be submitted or emailed to the follow-
ing address:

Business Ethics Institute of Malaysia
1, IOI Business Park, Persiaran Puchong Jaya Selatan
Bandar Puchong Jaya, 47100 Puchong, Selangor D E

Tel: 603-8076 6942   Fax: 603-8076 4357
e-mail: beim88@streamyx.com   Website: www.beim.org.my

Notice to All Members
1. New procedures for application and renewal of

Audit and Liquidator Licence
2. New procedures and requirements for application

and renewal of Tax Agent Licence
Members are hereby informed that the Ministry of Finance
(MOF) has amended the procedures and requirements for the
application and renewal of audit, liquidator and tax agent licence.

The procedures and requirements, together with its enclosed
attachments, can be downloaded from the Institute’s website at
www.mia.org.my:

(a) Prosedur Permohonan Baru Dan Pembaharuan Kelulusan
Untuk Menjadi Juruaudit/Penyelesai Syarikat Di Bawah Akta
Syarikat, 1965.

(b) Panduan Bagi Permohonan Baru Dan Pembaharuan Kelulusan
Sebagai Ejen Cukai.

AT

19671967

It’s an information resource.

MIA Online

www.mia.org.my          Accountants: Managers of Value

(c) Borang EC.

(d) Borang EC (1).

The existing forms for the application and renewal of audit and
liquidator licence are still applicable. The forms for the application
and renewal of tax agent licence are Borang EC & Borang EC (1).

The above shall take effect from 1 January 2006. Should you
require further information/clarification on the above, kindly con-
tact:

For application and renewal of audit and liquidator licence:

Pn. Sh. Saidtul Fazilah bt. S. Azman
Tel: 03-8882 1865   e-mail: sfazilah@anm.gov.my

Cik Nor Ashrani bt. Mohd Rafdzi
Tel: 03-8882 1053   e-mail: ashrani@anm.gov.my

Cik Nor Jahan bt. Ibrahim
Tel: 03-8882 1033   Fax: 03-8882 1042
e-mail: jahan@anm.gov.my

For application and renewal of tax agent licence
Pn. Nor Azlina bt. Yusof
Tel: 03-8882 4308   Fax: 03-8882 3885
e-mail: inna@treasury.gov.my

Please be informed that the Institute is making all efforts to
meet with the MOF to seek clarification on the new tax agent
licensing requirements. In the interim, members are advised to
adhere to the above procedures and requirements.

Please be guided accordingly.
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I N S T I T U T E  N E W S

The Accountancy Pavilion
Returns!

The Malaysian Institute of Accountants (MIA)
took up 10 booths to form the Accountancy Pavilion
for the second time following last year’s successful
run at the recent Star Education Fair 2006, which
was held on 8 and 9 January 2006, at the Kuala
Lumpur Convention Centre.

Apart from the MIA, other professional account-
ing bodies such as The Association of Chartered
Certified Accountants (ACCA), The Chartered In-
stitute of Management Accountants (CIMA), CPA
Australia, The Institute of Chartered Accountants
in England and Wales (ICAEW) were present at the
pavilion.

Many students looking for suitable courses to
pursue and parents looking to obtain more informa-
tion on accountancy and what it could offer for ca-
reer development were present at the Accountancy
Pavilion throughout the event. Counsellors and ad-

visors were stationed at the booths to assist with
queries from the visitors to the Pavilion.

General feedback from the visitors to the Pavil-
ion indicated that the Pavilion was an ef fective
method to promote the profession and the Institute
as well as to clear misconceptions. Many people,
when asked, were not aware of the functions and
the role of the Institute. There were even some in-
stances where the Institute was mistaken for the
Malaysian Institute of Arts! People are not aware
that the MIA is a regulatory body and there is mis-
conception that we provide accountancy courses.

Some of the students who visited the MIA booth
said that there is a need to spread awareness on the
broad spectrum of options available to an accoun-
tancy graduate in terms of jobs. The general think-
ing is that if you do an accountancy degree, you will
only be able to work as an auditor or in a company
as an accountant.

There was also some confusion among the stu-
dents in terms of the professional bodies (e.g. CIMA,
ACCA and CPA) and how they are related to MIA.

SPM-leavers Muhammad Hakim Abdul Monir and
Sharifah Shafawati Syed Mohd Hamdan from Kuala
Lumpur said that they had come to the MIA booth,
as they wanted to know whether accountancy would
be a good course to pursue if they wished to start
their own businesses in the future. They were also
interested in finding out how to become an accoun-
tant. Just like them, other SPM-leavers Abeshah
Joseph from Ipoh and Wan Nur Rifhan from
Selangor decided to drop by at the Pavilion to learn
more about pursuing an accountancy degree.

The Accountancy Pavilion is an ongoing effort
of the MIA to promote the accountancy profession
in this country. It is focused on giving students,
their parents and the general public an insight into
how accountancy could turn out to be a rewarding
career, and how to pursue an accounting qualifica-
tion.

Just like last year, this year’s Accountancy Pavil-
ion received an overwhelming response from the
crowd. Close to 5,000 visitors thronged the booths
located in the Pavilion during the two-day event. The
Institute’s booth itself managed to attract approxi-
mately 2,000 visitors during the fair.

In order to encourage traffic to the Pavilion, all
the participating bodies organised the “Accounting
Race” quiz. Those who managed to answer the ques-
tions walked away with goodies sponsored by the
participating bodies.

Visitors visiting the Pavilion were entertained by
the special programmes that had been lined up for
their benefit. These included quizzes and games
with attractive door gifts.In deep discussion … The MIA Secretariat staff attending to enquiries at the MIA Booth

The Accountancy
Pavilion 2006 had an
open concept booth and
was themed “Explore
Accountancy — For an
Adventurous Future”

AT
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If only you could attract what you desire like
a magnet. That’s the sketch on The Attractor
Factor, a self-help book that says that suc-
cess of any kind depends not on what you
are doing, but rather what you’re being.

The author of
Spiritual Marketing,
in this latest book,
Joe Vitale combines
t i m e - h o n o u r e d
practices of spiritual
self-discovery with
proven marketing
principles. The re-
sult is a how-to
manual for happy
living both in and
out of business.

He outlines five
steps for creating wealth or anything else
from the inside out.

In a way, some readers will find that what
you find in the book are familiar ideas and
concepts. In a way, what the author intends
to do is to reawaken within readers what
they already know at a deeper inner level.

Step one is called the springboard.
Among other things here, the author says
if you want to achieve big dreams in busi-
ness, you need to step out of your circle or
network of peers and associates. See, this

is no rocket sci-
ence, but a gentle
reminder.

You may ask
why bother with
such a book.

On this score,
the author has a
piece of advice.
“When we dismiss
people and ideas
because the entire
world doesn’t
agree with them,

we get to be right. But we also get to stay
empty inside. We dismiss what’s possible
… The truth is, no method works for ev-
eryone. No teacher is right for everyone.
No book is going to inspire everyone.”

Give it a quick glance and see if the book
catches your imagination.

The Attractor Factor
Author: Joe Vitale

Publisher: Wiley

No. of Pages: 211

B O O K  R E V I E W

The 360 Degree
Brand in Asia
Authors: Mark Blair, Richard Armstrong,

             Mike Murphy

Publisher: Wiley

No. of Pages: 215

AT

AT

In today’s world of business, creating ef-
fective marketing communications is a
huge and exciting challenge.

Compared to the consumer markets of
North America and Europe, branding as a
marketing activity, with its own service in-
dustry to support it,
is a relatively new
discipline in Asia.

Perhaps because
of its relative new-
ness, argues The
360 Degree Brand
In Asia, branding in
Asia represents a much more flexible and
dynamic concept than in the West. With
this come the challenges.

Imagine all communications reflecting
the same deep insight. Now, that would be
a marketers dream where, from TV to
packaging, from websites to water wells,
everything is contributing to the brand.

The 360 Degree Brand in Asia describes

Ogilvy’s success in helping both Asia-
based companies and multinationals oper-
ating in Asia-Pacific to achieve greater suc-
cess through its model.

The book offers advice by taking a ho-
listic look at communications and applying

the necessar y
guidelines from
each discipline to
build a stronger
and more profit-
able brand.

The book begins
with an examina-

tion of why a change in how we think about
brand communications is being dictated by
a changing ‘brand environment’.

It then looks at how the ‘360 Degree
thinking’ differs from the more classic defi-
nitions of integrated marketing.

The book is punctuated with advertise-
ments, new and old. If you are into mar-
keting, you may find some ideas here.

“When we dismiss people and ideas

because the entire world doesn’t

agree with them, we get to be right.

But we also get to stay empty inside.

We dismiss what’s possible … The

truth is, no method works for

everyone. No teacher is right for

everyone. No book is going to

inspire everyone.”

“Perhaps because of its relative

newness … branding in Asia

represents a much more flexible and

dynamic concept than in the West.

With this come the challenges.”
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Team Concepts
and Quality Management
by Allen Grimshaw Quality Management by

Management Staff
Roles and responsibilities in many indus-

tries tend to follow somewhat traditional
models. There are organisational charts
that illustrate a departmental structure. In
a structure such as this, the managers
work as a leadership team distinct from the
front-line staff and participate in traditional
managerial roles that include responsibil-
ity for managing risk and the quality of the
service within the organisation as a whole.
Front-line staff see their role as is in imple-
mentation of new strategies that they have
had very little involvement in developing.

B E T T E R  L I F E

The past two decades have seen a distinct shift from the

‘quality assurance’ approach to the broader, more

encompassing ‘quality improvement’ concept. In many

industries and business sectors there has been an evolution.

In spite of the broad recognition and adaptation to

continuous quality improvement, there continues to be a

challenge within organisations to fully integrate this

approach with the work of front-line staff.
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Understandably, the success rate of these
initiatives is often limited. If front-line staff
are not fully aware of the rationale and do
not feel that they are responsible for the
outcome, their degree of involvement in
the implementation may be superficial or
worse, there may be resistance to the
changes resulting from the quality initia-
tive.

Whose Job is it Anyway?
Gaining full participation in quality ini-

tiatives by front-line staf f is a change in
itself and will be successful using proven
change management approaches. In or-
der for there to be a shift in ownership,
front-line staf f must be comfortable with
bringing their ideas for improvements
forward and then seeing that something
happens as a result of their suggestions.
A quality improvement atmosphere
where everyone shares in the responsi-
bility becomes part of the culture of the
organisation.

Barriers in the System
Resource constraints, both economic

and human, have been frequently cited as
large barriers when attempting to be more
inclusive in participation in quality im-
provement initiatives. In addition the fol-
lowing are barriers in the system:

� limitations in the use of additional fi-
nances and staff hours.

� pressing workloads and resulting
routinization to get the work done,
makes it difficult to schedule.

� time to get groups together to provide
input and to plan quality improvements.

� time to allow those groups to function
effectively in new team-based context.

Budgeting and financial control are not
linked to outcome or objective perfor-
mance measures. Some organisations have
succeeded in building balanced scorecards
that demonstrate a link between quality,
client satisfaction and financial outcomes,
but these examples are few in number. The
lack of a clear linkage between quality in-
dicators and financial outcomes is a major
barrier. This results in low levels of man-
agement commitment to allocating re-
sources that enable the involvement of a
wider range of front-line staff in special

Team Concepts and Quality Management

projects or initiatives related to quality
improvement.

Fear of change is also a barrier to wider
involvement in quality initiatives and one
that must be dealt with in any planning that
takes place. Pacing, timing and sequenc-
ing are important factors in the degree of
resistance that may be encountered when
undertaking quality improvement initia-
tives.

Strategies to Overcome the Barriers
Creative scheduling to enable participa-

tion of front-line
workers is one way
of minimising this
barrier. Sometimes
thinking “outside”
the box in terms of
when meetings are
held may prove
helpful. Holding
meetings at change
of shift time, doing
mini-meetings and hosting dinner meet-
ings are ways of inexpensively accommo-
dating the time required for meetings and
planning sessions. In one organisation re-
nowned for its approach to continuous im-
provement, communication, particularly
about the status of changes and improve-
ments was greatly enhanced by the use of
a 15-minute mini-meeting at shift change
over.

Getting the right people involved in cap-
turing the voice of the customer can be
achieved using creative methods that need
not entail extra time set aside for sched-
uled meetings, e.g. by having front-line
staff capture information and ideas as they
go about their daily duties. This informa-
tion is then arranged on multi-coloured
post-it notes on a bulletin board in the staff
room. Different shifts and/or departments
can also be asked to respond to “Key Brain-
storming” questions/issues in this manner.
In response to the issues, each staff mem-
ber can be challenged to come up with 3-5
different ideas.

Education based on the principles of
adult learning is a critical strategy to gain-
ing staff understanding of the importance
of their involvement. Linking the learning
to real-life practical applications as above
enables staff to become aware of how they

can contribute to successful improve-
ments. It can also support the development
of new models of service based on best
practices and evidence-based decision-
making. Education and training of leaders
in the use of quality management tools and
techniques, group facilitation and project
management is also critical in supporting
successful improvement planning and
implementation.

In addition to hearing from staff about
what matters most to clients, leaders also
need to hear directly from the clients

themselves. A
combination of sev-
eral methods of
documenting cli-
ent comments and
complaints is gen-
erally supported in
the literature on
customer satisfac-
tion measurement.
The use of formal

surveys, questionnaires, focus groups, cli-
ent councils, and complaint management
systems are several of the most frequently
used methods. These require careful
thought and planning to ensure valid and
reliable information is obtained in order
to use this information most effectively in
the context of a team-based management
system. It is important to consider how
the results of formal or structured satis-
faction surveys/questionnaires can be in-
corporated into this management system.
This approach provides the organisation
with a built-in means of evaluating the out-
comes of their improvement initiatives
using pre and post-survey results. By do-
ing this, the cycle of improvement be-
comes truly continuous.

“Think Big, Start Small”
Organisational improvement initiatives

often fail because they attempt to do too
much, too soon. It is much more gratifying
to front-line staff to have early successes with
small improvements than to fail at over-am-
bitious attempts at great sweeping changes.

A key component to this strategy is to
identify the whole game plan in advance
and then proceed in an incremental fash-
ion, so that each small improvement links
to an overall larger change.

“A quality improvement atmo-

sphere where everyone shares

in the responsibility becomes

part of the culture of the

organisation.”

AT
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Influence of Personal
Experience in Motivating Staff

B E T T E R  L I F E

54 ACCOUNTANTS TODAY • February 2006



55February 2006 • ACCOUNTANTS TODAY

I’ve seen many leaders use the power of a story of a personal

flaw to great effect. The psychologists call it self-disclosure.

One theory about why this works is that ‘if I trust you enough to

show you my flaws, you will trust me enough to show me yours’.

The experience of vulnerability-without-exploitation helps us

conclude that we can trust each other in other ways as well.

Influence of Personal Experience in Motivating Staff

For example, a new manager
meeting his staff for the first
time might choose to tell about
his first management job when

he spent all of his time telling people what
to do and ended up getting reprimanded
for driving them crazy with his controlling
ways. It is a bit of a shock to hear your new
boss talk about having been reprimanded.
At a deep level we know that true strength
is found not in perfection but in under-
standing our own limitations.

A leader who demonstrates this self-knowl-
edge demonstrates strength. A “who I am”
story can break through negative opinions
by disproving one of them right up front. It
begins to merge into the next kind of story
you need to tell (not that any story fits into
one particular category), the “why I am here”
story. Even if your listener decides you are a
trustworthy human being, they still wonder
what’s in it for you to get their co-operation.
And until they have a good answer, they will
tend to assume that you have more to gain
than they do — otherwise why are you try-
ing to influence them?

Can you fake authenticity? You can try,
but I don’t recommend it. People talk about
successful manipulators, but I don’t know
any that succeed for long. Most of us can
pick a faker a mile off.

 “Why I Am Here” Story
People won’t co-operate with you if they are

suspicious of hidden agendas. If you do not
provide a plausible explanation of your good
intentions early, people tend to make up their
own suspicious reasons. Before you tell some-
one what’s in it for him or her, they want to
know what’s in it for you. It is natural. If you
want me to buy a product, contribute money,
change my behaviour, or take your advice, I
want to know what you will get out of it. It is a
big mistake to try to hide selfish goals.

When you focus all your communication on
showing your listener what he might gain, you
come across as hiding your gain. Your mes-
sage begins to seem incongruent, insincere
or worse, deceitful. If people think you are
hiding or lying about what you stand to gain
from their co-operation, their trust in your
message plummets. There is no need to fake
selfish goals. People really don’t mind selfish
goals as long as they aren’t exploitative. Story
is best suited to people with genuinely good
intentions and sound personal goals.

A “Why I Am Here” story usually reveals
enough for people to make a distinction be-
tween healthy ambition and dishonest exploi-
tation. If your goals are selfish, people don’t
mind as long as you are up-front about it, there
is something in it for them, and you frame your
goals in a way that makes sense to them.

I know a businessman who often tells the
story of why he likes being rich. He came
to America from Lebanon when he was 13.
He didn’t speak English, had no money and
worked as a busboy in a restaurant. Every-
day he would teach himself a few words of
English. He admired people who had beau-
tiful clothes, big cars and happy families
and he wondered if he could ever work
hard enough and be smart enough to earn
those things for himself. Ultimately, he has
succeeded beyond his wildest dreams and
with a glint in his eye, he will tell you that
he has “new and improved” dreams.

When customers, financiers, and poten-
tial partners listen to his prospectus after
hearing his story they are relaxed because
they feel like they know who he is and why
he is here. Yes his goals are selfish, but
they are selfish in an understandable way
and he isn’t hiding anything. His story
makes him trustworthy.

A CEO who makes ten (fifty?) times the
salary of his subordinates is foolish to begin a
company meeting about an upcoming merger

with a “We are doing this for you” speech.
Most mergers fail because the senior

team assumes anyone below middle man-
agement is stupid. People will not be in-
fluenced by someone who treats them like
they are stupid. Whether you are talking
to factory workers, homeless people or
the social elite, addressing them as if they
aren’t as smart or enlightened as you are
will sabotage your potential influence.
Never, never, never tell a story to some-
one you don’t respect. The only message
they will receive is your lack of respect.

Your reasons for wanting to influence may
combine selfish desires for power, wealth or
fame with selfless desires to benefit the
organisation, society or a particular group of
people. If you choose to tell a story that fo-
cuses on your selfless reasons, at least ac-
knowledge the existence of your personal
goals lest you lose credibility as a truth-teller.
People want to believe you — help them out.

Sometimes you genuinely want nothing
for yourself other than the feeling you are
making a contribution to others. Your goals
are authentically altruistic. Unless you ra-
diate the purity of the Dalai Lama, don’t
assume that people automatically believe
you truly have selfless goals. If you are on
an altruistic mission, you need to tell a
story that gives solid evidence of that.

I met a successful Christian businessman
from a big city who spent much of his time
volunteering for a Hospice centre for Can-
cer patients and families. When he visits
other business people asking them to con-
tribute their money or time to these causes,
he tells them that when he was in the Holy
Land someone explained the difference
between the Dead Sea and the very much
alive Sea of Galilee. The Dead Sea has no
outlet. Both are fed by the same source but
the Dead Sea can only receive an inward
flow. The Dead Sea is prevented from flow-
ing outward and the accumulation of salt has
killed it. The Sea of Galilee is alive only be-
cause what flows in can also flow out.

For this man, the metaphor of the Sea of
Galilee demonstrates his experience that for
him, giving is a necessary function of thriv-
ing and feeling alive. His message not only
explains ‘why I am here’ to the person he is
visiting, but it also gives a glimpse of his ‘vi-
sion’ of how alive we feel when we give to oth-
ers and let our wealth flow both in and out. AT
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C O L U M N S  news from professional bodies

ACCA ▼

Public Practitioners’
Workshop: Recent Changes
to Financial Reporting
Standards in Malaysia

Tan addressing the
participants during the
seminar

The year 2006 marks
another major wave of
change for the account-
ing fraternity with the in-
troduction of a new set
of financial repor ting
measurements. The 21
new standards, known
as the Financial Report-
ing Standards (FRS), is AT

ACCA to be lead sponsor for
World Congress of
Accountants in Istanbul
The world’s largest and fastest-growing professional
international accountancy body, ACCA (the Associa-
tion of Chartered Certified Accountants), will be the
lead sponsor for the 17th World Congress of Accoun-
tants, which will be held in Istanbul in November 2006.

ACCA is the Diamond Sponsor for the Congress,
which is being hosted by The Union of the Cham-
bers of Certified Public Accountants of Turkey
(Turmob) and The Expert Accountants’ Association
of Turkey (EAAT), and co-hosted by the Interna- AT

CFO Forum:
‘Getting Ready for GST’
Malaysia, which is set to implement the goods and

services tax (GST) on 1
January 2007, is advised
to keep its GST simple
and the rate low.

“Being one of the lat-
est countries to adopt
the tax, Malaysia has
the opportunity ‘for a
fresh start’ to keep GST
simple and make it
easier for the tax au-

thorities and the public in general,” said Chas
RosChowdhury, ACCA’s Head of Taxation.

According to RosChowdhury, uneven and high GST
rates were rendering the situation unfavourable in

Europe, and Malaysia need not emulate that. Starting
at a reasonable rate of  five per cent was probably how
Malaysia should implement the tax, he added. The
challenge would be to communicate to the public de-
tails of the GST, as many parties might not be aware
how the new tax works, such as when would GST be
payable or recoverable. “All these things need to be
worked through and there should be a programme of
information going to business, particularly small busi-
nesses,” RosChowdhury said.

RosChowdhury was speaking at the ACCA CFO
Forum: Getting Ready for GST recently. There were
two other tax experts — Mike Vaughan, Tax Direc-
tor, Deloitte and Touche from Singapore and
Bhupinder Singh, Partner, Indirect Tax, Ernst &
Young from Malaysia.The experts shared the GST
experience in different countries, particularly on GST
experience in the UK and Singapore. More than 70
CFOs and finance managers attended the Forum. AT

From left … Mike
Vaughan, Chas
RosChowdhury, Wee
Hock Kee (moderator)
and Bhupinder Singh

a move towards converging Malaysian accounting
standards with the global standards.

To prepare the SMPs for this new wave of change,
ACCA recently organised a FRS workshop. The one-
day workshop highlighted significant changes that
are bound to take place once the FRS becomes effec-
tive and its impact on the financial statements. Par-
ticipants were contented with ACCA’s effort to con-
stantly update its members with the latest issues and
happenings in the accounting and finance sector and
look forward to more events similar to this in future.

This workshop, attended by 53 public practitioners
from small and medium practices, was conducted by
Danny Tan. Danny has over 25 years of working ex-
perience in various sectors and is a regular speaker
in financial reporting, auditing and corporate finan-
cial management.

tional Federation of Accountants (IFAC) at the
Istanbul Convention and Exhibition Centre from 13-
16 November 2006, and which is expected to attract
5,000 delegates from the profession.

ACCA Chief Executive, Allen Blewitt said: “ACCA
is delighted to be lead sponsor for the 17th World
Congress. We felt it was appropriate to support the
congress to this level because we have over 80,000
members and students in the surrounding region,
many of whom will be represented at the congress.
We are also delighted to be able to support the
Turmob, one of the hosts, with whom we have a
very positive relationship and with whom we are
working to help promote and develop the accoun-
tancy profession.”

“We felt it was

appropriate to

support the congress

to this level because

we have over 80,000

members and

students in the

surrounding region,

many of whom will

be represented at

the congress.”
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Gain Your CIMA Pro-
fessional Management
Accounting Qualification
Special Exemptions for MIA members

In recognition of your MIA membership,
CIMA (The Chartered Institute of Manage-
ment Accountants) is offering you direct
entry to the Strategic level of the CIMA
examination. The Strategic level consists
of the last three papers of the qualification,
followed by a Test of Professional Compe-
tence in Management Accounting
(TOPCIMA). The other good news is that
your exemption fees will be waived!

By becoming a member of CIMA, you
will attain a leading and reputable profes-
sional accounting qualification recognised
in 158 countries. As a CIMA member, you
will have skills and experience that will give
you the much-needed edge in the business
world. This is because the scope of the
CIMA training extends far beyond accoun-
tancy. CIMA students gain a comprehen-
sive grounding in business and financial
management. They are taught to plan, to
manage change and to lead.

Members of MIA who have a Bachelor
of Accounting (Honours) degree from the
following universities are eligible to apply
for direct entry to the CIMA Professional

Qualification:
� Universiti Kebangsaan Malaysia
� Universiti Teknologi MARA
� Universiti Utara Malaysia
� Universiti Putra Malaysia
� Universiti Islam Antarabangsa
� Universiti Sains Malaysia
� Universiti Malaya AT

Chartered Institute of Management Accountants ▼

CIMA Management
Accounting Conference
(CMAC 2006)
Theme: Beyond Competition
9-10 May 2006, Hotel Nikko KL
Held every two years, the CIMA Manage-
ment Accounting Conference (CMAC) this
year brings a host of international and lo-
cal speakers to debate on the theme Be-
yond Competition. Traditional approaches
to business excellence that companies
have today, such as cost efficiency, JIT, to-
tal quality management and marketing
strategies of differentiation and focus, are
insufficient to excel beyond competition.

CMAC 2006 brings you today’s conquer-
ors and leaders to inspire you towards AT

greater success. These leaders will share
their unique experience on various topics.
Some of the confirmed speakers include:
� Leadership in Crisis — Mr. Imran

Khan (former cricket star), Chairman,
Pakistan Tehreek-e-Insaf

� Trade Groupings and Economic
Trends in Asia
Datuk S. Supperamanian, former Am-
bassador/Permanent Representative of
Malaysia to WTO

� Multicultural Business Negotiations
— Dato’ Peter Velappan, General Secre-
tary, Asian Football Confederation

� IT — Transcending Barriers in Glo-
bal Businesses — Mr. Sun Whye Mun,
Regional Director, Microsoft Singapore

� Changes to Global Financial Reporting
Standards — Dato’ Johan Raslan, Chair-

man, Financial Reporting Foundation
� The Success Story of JobStreet — Mr.

Mark Chang, Chief Executive Officer,
JobStreet.com
The following are topics pending confir-

mation:
� Breaking Barriers in Branding Strate-

gies
� Enterprise Governance — the CIMA

Strategic Scorecard
� Human Resource Development - Moving

Beyond the Malaysian Shores
� Scaling New Heights in Businesses
� International Banking

Members of MIA will enjoy special con-
ference rates. To register, please e-mail
cmac@cimaglobal.com or call 03-7803
8153/5171. Alternatively, you may register
online at www.cimaglobal.com/malaysia.

Golfers Have a Great
Time on the Green
At the crack of dawn, 30 enthusiastic golfers
gathered at the Impian Golf and Country
Club, Kajang, on 10 December 2005, for the
6th CIMA President’s Challenge Trophy Golf
Tournament. The players included CIMA
members, corporate friends and guests from
professional accounting bodies.

Emerging as the 2005 overall winner and
CIMA Champion was Raveendhar Vasu,
FCMA, Finance Director of Lumileds
Lighting (M) Sdn Bhd. Incidentally, Mr.
Vasu was also the champion in the 2003
CIMA golf tournament.

The Nearest to Pin (Hole no. 7) novelty
prize was won by YBhg Dato’ Nordin
Baharuddin, Vice-President of MICPA,
while En Rahimi Ramli from KHR Business
Advisory Sdn Bhd won the Longest Drive
(Hole no. 3).

� Universiti Utara Malaysia*
� Universiti Tenaga Nasional*
� Universiti Multimedia**
* Bachelor of Accounting (Hons) (Information

System) — student intake from 1999-2001 only.
**Degree commencing from 2002/2003.

For further information, please contact
Zahidah 03–7803 5134/5531 or e-mail to
zahidah.mohamadm @cimaglobal.com.

There were prizes galore, from electrical
items to hampers, free hotel accommoda-
tion and television sets. These were donated
by various organisations and individuals.

The golf tournament is an annual event
organised by CIMA Malaysia to foster
closer ties among its members and fellow
accounting bodies. AT

 Two-time champion, Raveendhar Vasu,
with the CIMA tropy

news from professional bodies
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news from professional bodies

CPA Australia ▼

Courtesy Calls by
National President
During his visit to Malaysia, National President,
Mark Coughlin called on several key stakeholders
to make and renew acquaintances. He was accom-
panied by Margaret Chin, President, Malaysia Divi-
sion and Audrey Danasamy, Director Malaysia.

First stopover was at the Australian High Com-
mission where he called on His Excellency James
Wise, the Australian High Commissioner to Malay-
sia. Here, the focus was on how CPA Australia could
play an active role in the move towards establishing
free trade agreement between the Malaysian and
Australian governments.

Thereafter, the party called on the Accountant-
General, Dato’ Mohd. Salleh Mahmud where dis-
cussions were centred on the Australian experience
in the implementation of GST and how CPA Austra-
lia could play a role in sharing this experience with
a view to help establish links with Dato’ Mohd. AT

Annabelle is our girl for
IWEP 2005
Dreams do come true if you dare dream hard enough
and have the right credentials to add. Meet Annabelle
Tan Li Hwa of Taylor’s Business School (TBS), win-
ner of the CPA Australia International Work Experi-
ence Programme (IWEP) for 2005. Smart, confident,
poised and articulate describe her to the tee. Beat-
ing over 100 applicants who submitted their curricu-
lum vitae together with an essay describing their
dream job, Annabelle was one of three short-listed
candidates who were interviewed at the CPA Austra-
lia office at Menara Tun Razak. Choosing the top

three candidates from the pool of applicants was ex-
tremely difficult as there were many excellent candi-
dates. Whilst all three were exceptional, Annabelle
tipped the scale in her favour with her confidence,
making her the ideal Malaysian representative.

As winner of the IWEP 2005, Annabelle will be
spending three weeks at Alinta Gas, a leading en-
ergy infrastructure company, managing, owning
and operating $AUD5.7 billion worth of assets in
Perth, Western Australia. Here, she will gain prac-
tical experience in a number of depar tments.
Annabelle leaves for her three-week stint in Aus-
tralia in early February 2006 with AUD$1,000, cour-
tesy of CPA Australia. AT

2005 Book Prize recipients
Since 2003, CPA Australia has been presenting book
prize awards to students who scored the highest marks
in the overall First Year Financial Accounting subjects
in universities and colleges. For 2005, 13 candidates
from various universities and colleges were awarded
book prizes in recognition of their achievements.

Among them was Sanjana Choudhury, 20, who
emerged as the overall best first year financial ac-
counting student in the Bachelor of Business and
Commerce programme at Monash University Malay-
sia. Sanjana who is majoring in Accounting and Bank-
ing and Finance aspires to become an accountant.
She said constant work was her key to maintaining
good results. “It is tough to conduct constant work
because of all the activities and influences around.
However, if one can manage to stay focused and dis-
ciplined, success will come by itself,” she said.

Other book prize recipients for 2005 include, Phoon

Kit Mun from HELP Uni-
versity College, Mindy
Yeow Ming Li and Chiu
Kok Hoe respectively
from the Curtin Univer-
sity Programme and
RMIT Programme at
Metropolitan College,
Nisha Rishi from Nilai In-
ternational College, Tang
Chye Seng from Sepang
Institute of Technology,
Chong Yen Ting from
Sunway College, Carolyn
Chia Siew Ying from
Swinburne University, Sarawak, Chua Hui Leen from Taylor’s Business School,
Lee Hiu Weng from Universiti Malaya, Noor Hafiz Noor Eing from Universiti Putra
Malaysia (UPM), Goh Ai Fong from Universiti Sains Malaysia (USM) and Radhiah
Abdul Jalil from Universiti Teknologi Mara (UiTM). AT

Courtesy visit to the Accountant-General’s Office —
(From left) Margaret Chin, President, Malaysia
Division; Dato’ Mohd Salleh Mahmud, Accountant-
General; Mark Coughlin, National President; and Er
Beng Kiong, Deputy Director of Accounting Development
and Management Division, Accountant-General’s Office

Annabelle Tan Li Hwa

Book Prize recipient Sanjana Choudhury (fourth from
left) with Accounting and Finance Lecturer, Norita
Mohd. Nasir (extreme left) and Acting Head of the School
of Business, Prof. Sivalingam (extreme right) with other
award recipients of Monash University Malaysia

Salleh’s counterpart in Australia.
The Malaysian Institute of Accountants (MIA) was

the next port of call where a meeting was held with
Abdul Rahim Abdul Hamid, President, MIA; Nik
Mohd Hasyudeen Yusoff, Vice-President, MIA and
Ho Foong Moi, Executive Director, MIA. This was
CPA Australia’s first offi-
cial visit to MIA since the
appointments of Abdul
Rahim and Nik Mohd
Hasyudeen respectively
as President and Vice-
President of MIA. Dis-
cussions centred on how
both organisations could
work together on activi-
ties that would be mutu-
ally beneficial for mem-
bers of MIA and CPA
Australia, especially in
light of the convergence
to Financial Reporting
Standards (FRS).
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IFAC Focuses on Corporate
Conduct; Issues New
Guidance on Developing
Codes of Conduct
Recognising the critical role of ethical values
and standards on protecting the public inter-
est, the International Federation of Accoun-
tants (IFAC) has developed new proposed
guidance for corporate accountants and man-
agement worldwide. Its Professional Accoun-
tants in Business (PAIB) Committee has is-
sued an exposure draft, Guidance for the
Development of a Code of Corporate Conduct,
proposing guidance to assist professional
accountants and others in establishing and
implementing codes of conduct in their
organisations. The exposure draft may be
viewed by going to www.ifac.org/EDs.

“The goal of this proposed new guidance is
to support sound corporate governance poli-
cies worldwide,” emphasises IFAC President
Graham Ward. “The publication draws greater
attention to the need for corporate codes of
conduct and provides practical guidance on
the scope and implementation of such codes.”

The proposed guidance highlights the ben-
efits of an effective code of conduct and iden-
tifies the professional accountant’s role in the
development, monitoring, reinforcement, and
reporting of such codes in their organisations.
To assist in the creation of codes of conduct,
the guidance includes information on presen-
tation and content, organisational and man-
agement challenges, and implementing a code
of conduct in a global organisation.

The new guidance identifies a three-stage
approach to the development and implemen-
tation of codes of conduct: managing for com-
pliance, managing stakeholder relations and
creating a values-based organisation, in
which the values and principles permeate the
organisation and are enduring.

“Effective codes of conduct are a vital com-
ponent of an organisation’s control systems.
This new publication will enable professional
accountants, who are responsible for internal
control and risk management, to work with
senior management to develop such codes,
which, in turn, will support the control, direc-
tion and evaluation of their organisations’ per-
formance,” states PAIB Committee Chair Bill
Connell. “It is intended not only for profes-
sional accountants working in business and
industry, but also for those in the not-for-profit
and government sectors.”

Comments on the exposure draft are requested

by 15 April 2006. These comments will assist
the Professional Accountants in Business in
modifying and/or augmenting the guidance to
improve its usefulness and relevancy.
Comments may be submitted by e-mail to
EDComments@ifac.org.

IAASB Proposes
Enhanced Requirements
for Auditors to Consider
Related Parties
The involvement of related parties, such as
directors, owners, and management, in
major corporate scandals encouraged the
International Auditing and Assurance Stan-
dards Board (IAASB) of the International
Federation of Accountants (IFAC) to review
its current auditing standard on the subject.

The IAASB has just issued an exposure
draft (ED), proposed International Standard
on Auditing (ISA) 550 (Revised), Related
Parties, as a result of its review, and is invit-
ing comments on proposed requirements
for auditors regarding the audit of related
party relationships and transactions.

The current standard requires the audi-
tor to perform certain specified proce-
dures. The proposed standard would ex-
tend current practice by requiring the au-
ditor to obtain an understanding of the na-
ture and business rationale of an entity’s
related party relationships and transac-
tions sufficient to identify, assess and re-
spond to the risks of material misstatement
resulting from them. It also places greater
emphasis on the difficult task for the audi-
tor of attempting to identify related party
relationships and transactions not identi-
fied or disclosed by management.

The proposed standard places new em-
phasis on evaluating the effects of related
party relationships and transactions on the
financial statements, even in circumstances
where the financial reporting framework
does not establish related party account-
ing or disclosure requirements.

John Kellas, Chairman of the IAASB, ex-
plains: “The proposed standard gives greater
recognition to the particular risks associated
with related parties and calls on the auditor
to do more work to identify related parties
and the rationale for the transactions be-
tween them and the audit client.”

Comments on the exposure draft are requested
by 30 April 2006. The exposure draft may be
viewed by going to www.ifac.org/EDs. Com-
ments may be submitted by e-mail to
EDComments@ifac.org

AT

ACCOUNTING
The Accountant’s Manual: Special Issue: Interna-
tional Financial Reporting Standards Implemen-
tation in Australia 2006 Edition, Kew, Victoria,
Thomson Legal & Regulatory Ltd, 2005.

Call No.: 657.0202 ACC

Company Secretarial Procedures: Special Issue:
International Financial Reporting Standards
Implementation in Australia 2006 Edition, Kew,
Victoria, Thomson Legal & Regulatory Ltd, 2005.

Call No.: 651.374 COM

International Public Sector Accounting Stan-
dards Board, Exposure Draft 25: Equal Author-
ity of Paragraphs in IPSASs, New York, Interna-
tional Federation of Accountants, 2005.

Call No.: 657.0218 INT

International Public Sector Accounting Standards
Board, Exposure Draft 26: Improvements to Inter-
national Sector Accounting Standards, New York,
International Federation of Accountants, 2005.

Call No.: 657.0218 INT

International Public Sector Accounting Standards
Board, Exposure Draft 27: Presentation of Budget
Information in Financial Statements, New York,
International Federation of Accountants, 2005.

Call No.: 657.0218 INT

International Public Sector Accounting Stan-
dards Board, Exposure Draft 28: Disclosure of
Financial Information about the General Gov-
ernment Sector, New York, International Federa-
tion of Accountants, 2005.

Call No.: 657.0218 INT

Discussion Paper, Management Commentary: A
paper prepared for the IASB by staff of its partner
standard-setter and others, London, International
Accounting Standards Board, October 2005.

Call No.: 657.0218 INT

AUDITING

Auditing Practices Board, Standards and Guid-
ance for Auditors 2005, Surrey, The Auditing
Practices Board, 2005.

Call No.: 657.45 AUD

Bulletin, Guidance for Auditors on First-time
Application of IFRSs in the United Kingdom and
the Republic of Ireland 2005/3, Surrey, The Au-
diting Practices Board, November 2005.

Call No.: 657.45 AUD

Bulletin, Auditor’s Reports on Financial Statements
in Great Britain and Northern Ireland 2005/4, Sur-
rey, The Auditing Practices Board, November 2005.

Call No.: 657.45 AUD

List of New Books
Available in the MIA
Resource Centre

M E M B E R S ’  U P D A T E

AT



60 ACCOUNTANTS TODAY • February 2006

Audit Firms
FROM 1-31 DECEMBER 2005

New Registration
 AUDIT FIRM AF NO.

JOHOR DARUL TAKZIM

Dominic & Co 001821
No. 21-A, (Suite 2), 1st Flr
Jln Mohd Salleh, 83000 Batu Pahat
Tel: 07-435 2787   Fax: 07-434 0789
e-mail: domlkn@tm.net.my

PULAU PINANG

Tan Yen Wooi & Co. 001820
2991, (1st Flr, Suite 1)
Jln Maju, Tmn Seri Maju
14000 Bukit Mertajam
Tel: 04-539 1931   Fax: 04-539 2219
e-mail: yenwooi@yahoo.com

WW & Associates 001817
48-B, Persiaran Bayan Indah
Bayan Bay, Sg. Nibong, 11900 Bayan Lepas
Tel: 04-645 1190   Fax: 04-643 2693
e-mail: siwan@tm.net.my

Laporan Ketua Audit Negara, Badan Berkanun
Persekutuan Tahun 2004, Kuala Lumpur:
Jabatan Audit Negara, 2005.

Call No.: 354.595067232 LAP

COMPANY LAW
Commercial Applications of Company Law in
Malaysia, 2nd ed., Aiman Nariman, Aishah Bidin,
Pamela Hanrahan, Ian Ramsay & Geof
Stapledon, Singapore, CCH Asia Pte Ltd., 2005.

Call No.: 336.59507 COM

CORPORATE GOVERNANCE
Corporate Governance Survey Report 2004: A
Joint Study by the University of Nottingham &
Badan Pengawas Pemegang Saham Minority
Berhad, Kuala Lumpur: NUBS & MSWG, 2005.

Call No.: 658.4 COR

INTERNAL CONTROL
Internal Control and Risk Management — A Ba-
sic Framework, Hong Kong: Hong Kong Insti-
tute of Certified Public Accountants, 2005.

Call No.: 658.4013 INT

MANAGEMENT
Company Meetings: Law and Practice in Malay-
sia, 2nd ed., Priscillia P. Y. Yap, Singapore: CCH
Asia Pte Ltd, 2005.

Call No.: 651.3709595 YAP

Information for Better Markets: Information for
Markets and Society, London: The Institute of Char-
tered Accountants in England and Wales, 2005.

Call No.: 658.4038 INF

PROFESSIONAL EDUCATION

The Handbook for Leaders — 24 Lessons for Ex-
traordinary Leadership,  John H. Zenger and
Joseph Folkman, New York: McGraw-Hill, 2004.

Call No.: 658.406 ZEN

Managing in Times of Change — 24 Tools for
Managers, Individuals and Teams, Michael D.
Maginn, New York: McGraw-Hill, 2005.

Call No. : 406 MAGS

The Sales Success Handbook — 24 Lessons to
Open and Close Sales Now, Linda Richardson,
New York: McGraw-Hill, 2003.

Call No. : 658.85 RIC

Making the Teams Work — 24 Lessons for Work-
ing Together Successfully, Michael Maginn, New
York: McGraw-Hill, 2004.

Call No. : 658.4036 MAG

Dealing with Dif ficult People — 24 Lessons for
Bringing Out the Best of Ever yone, Rick
Brinkman, Dr. and Rick Kirschner, Dr., New
York: McGraw-Hill, 2003.

Call No. : 658.3045 BRI

How to Motivate Every Employee — 24 Proven
Tactics to Spark Productivity in the Workplace,
Anne Bruce, New York: McGraw-Hill, 2003.

Call No. : 658.314 BRU

Networking for Career Success — 24 Lessons for
Getting to Know the Right People, Diane Darling,
New York: McGraw-Hill, 2005.

Call No. : 658

The Lombardi Rules — 26 Lessons from Vince
Lombardi — The World’s Greatest Coach, Vince
Lombardi, Jr , New York: McGraw-Hill, 2003.

Call No. : 658.4 LOM

Getting Organised at Work — 24 Lessons to Set
Goals, Establish Priorities, and Manage Your
Time, Ken Zeigler, New York: McGraw-Hill,
2005.

Call No. : 658 ZEI

Leadership When the Heat’s On — 24 Lessons in
High Per formance Management, Danny Cox
with John Hoover, New York: McGraw-Hill,
2005.

Call No. : 658.4092 COX

Persuasive Proposals and Presentations — 24
Lessons for Writing Winners, Heather Pierce,
New York: McGraw-Hill, 2005.

Call No. : 658

The New Manager’s Handbook — 24 Lessons for
Mastering Your New Role, Morey Stettner, New
York: McGraw-Hill, 2003.

Call No. : 658

How to Plan and Execute Strategy — 24 Steps to
Implement Any Corporate Strategy Successfully,
Wallace Stettinius et.al., New York: McGraw-
Hill, 2005.

Call No. : 658.401 HOW

Six Sigma for Managers — 24 Lessons to Under-
stand and Apply Six Sigma Principles in Any
Organisation, Greg Brue, New York: McGraw-
Hill, 2005.

Call No. : 658.562 BRU

Project Management — 24 Lessons to Help You
in Any Project, Gary R.Heerkens, New York:
McGraw-Hill, 2005.

Call No. : 658.404 HEE

The Welch Way — 24 Lessons from the World’s
Greatest CEO, Jeffrey A. Krames, New York:
McGraw-Hill, 2002.

Call No. : 338.76138 KRA

Computer Security — 20 Things Every Employee
Should Know, Ben Rothke, New York: McGraw-
Hill, 2004.

Call No. : 658.47 ROT

The Ghosn Factor — 24 Inspiring Lessons from
Carlos Ghosn, the Most Successful Transnational
CEO , Miguel Rivas-Micoud, New York:
McGraw-Hill, 2006.

Call No. : 658.42 MIC

How to be a Great Coach — 24 Lessons for Turn-
ing on the Productivity of Every Employee,
Marshall J. Cook, New York: McGraw-Hill, 2004.

Call No. : 658.31244 COO

The Handbook of Leaders — 24 Lessons for Ex-
traordinary Leadership, John H. Zenger and Jo-
seph Folkman, New York: McGraw-Hill, 2004.

Call No. : 658.562 BRU

The Powell Principles — 24 Lessons from Colin
Powell, a Legendary Leader, Oren Harari, New
York: McGraw-Hill, 2003.

Call No. : 658.4092 HAR

Finance for Non-financial Managers — 24 Les-
sons to Understand and Evaluate Financial
Health, Katherine Wagner, New York: McGraw-
Hill, 2005.

Call No. : 658.15 WAG

How to Manage Performance — 24 Lessons for
Improving Per formance, Robert Bacal, New
York: McGraw-Hill, 2004.

Call No. : 658.4093 BAC

Why Customers Don’t Do What You Want Them
to Do — 24 Solutions to Overcoming Common
Selling Problems, Ferdinand Fournies, New
York: McGraw-Hill, 2003.

Call No. : 658.81 FOU
STAMP DUTY
Malaysian Stamp Duty Handbook, 3rd ed.,
Arjunan Subramanian, Petaling Jaya: Sweet &
Maxwell, 2006.

Call No. : 343.595057 ARJ
TAXATION
Tax Research in Malaysia, Choong Kwai Fatt,
Kuala Lumpur: Kwai Fatt Tax Research &
Consultancy, 2005

Call No. : 336.2009595 CHO

Members’ Update
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Non-Audit Firms
FROM 1-31 DECEMBER 2005

New Registration
 NON-AUDIT FIRM NF NO.

NEGERI SEMBILAN DARUL KHUSUS

Lee Kenneth 0727
41 Taman Indah Jaya, 71010 Port Dickson
Tel: 06-651 3797   Fax: 06-651 3797

PULAU PINANG

BK Ng & Co 0723
456-A, Jalan Permatang Rawa
Bandar Perda, 14000 Bukit Mertajam
Tel: 04-539 8699   Fax: 04-530 8699
e-mail: crestcons@yahoo.com

Ryan and Partners 0731
26 1st Flr, Tingkat Ciku 1
Taman Ciku, 14000 Bukit Mertajam
Tel: 04-538 8170   Fax: 04-538 8170
e-mail: ryanlcl@yahoo.com

SABAH

Fong, Lee & Associates 0732
Lot 17, 1st Flr, Block C
Heritage Plaza, Jln Lintas, Luyang
88300 Kota Kinabalu
Tel: 088-238 868   Fax: 088-717 633
e-mail: ffkf2004@yahoo.com

Wai Heng & Co. 0726
2nd Floor, Lot S16, Block A, Liberty Parade
Bdr Kim Fung, 90000 Sandakan
Tel: 089-217 578   Fax: 089-217 578
e-mail: waihengco@yahoo.com

Members’ Update

SARAWAK

Chia & Associates 0728
2nd Flr, Lot 3093, Blk 10, KCLD
Wisma Ng Aik Ho, Rock Road
93250 Kuching
Tel: 082-426 790   Fax: 082-426 790
e-mail: audicsf@streamyx.com

Lansy Johan & Co. 0724
DB412, Batu Kawah New Township
Jalan Batu Kawa, 93250 Kuching
Tel: 082-242 397   Fax: 082-242 397
e-mail: lansyjohan@yahoo.co.uk

S.L. Liaw & Co. 0730
Lot 246, Ground Flr, Lrg 3
Jalan Ang Cheng Ho, 93100 Kuching
Tel: 082-425 168   Fax: 082-252 728
e-mail: liawsl@yahoo.com

SELANGOR DARUL EHSAN

Mani & Co  0734
37A 1st Floor, Jln 21/12 Sea Park
46300 Petaling Jaya
Tel: 03-7873 6080   Fax: 03-7877 6591
e-mail: mvmpa@yahoo.com

Nor Azila And Co. 0722
48-1, Jalan Sulaiman 1
Taman Putra Sulaiman, 68000 Ampang
Tel: 017-629 6617   Fax: 03-4149 7166

WILAYAH PERSEKUTUAN

Hoon & Co 0729
81-3A-2, Jln Metro Perdana Barat 1
Tmn Usahawan Kepong
Kepong Utara
52000 Kuala Lumpur
Tel: 03-6257 5815   Fax: 03-6257 5835

Jason Tan & Associates 0733
27M, Jln 5/116B
Kuchai Entrepreneur Park
Off Jln Kuchai Lama
58200 Kuala Lumpur
Tel: 03-7987 7233   Fax: 03-7987 7288
e-mail: jason.tan@twinleaders.com

Mn Tan & Co. 0725
1-0-3 Sri Lata Condo, Jln 5/125
Taman Desa Petaling
57100 Kuala Lumpur
Tel: 03-9058 4684
e-mail: mntan@hotmail.com

Operation Ceased
 NON-AUDIT FIRM NF NO.

KEDAH DARUL AMAN

H.T. Lim & Company 0058
31-A Lorong 20
Taman Patani Jaya
08000 Sungai Petani
Tel: 04-425 5253   Fax: 04-425 5257

NEGERI SEMBILAN DARUL KHUSUS

Chau Corporate Management & 0513
Consultants
694, Taman Sri Ramai
Kuala Sawah, Rantau, 71200 Seremban
Tel: 06-694 2009
e-mail: chau@mychaucpa.com.sg

PERAK DARUL RIDZUAN

Lok Yew Kay & Co 0014
70A Persiaran Greenhill
30450 Ipoh
Tel: 05-253 6610   Fax: 05-253 7351

SABAH

J. Wong & Associates 0530
Lot 58, Jalan Kilang
Sedco Industrial Estate
Kolombung, 88450 Kota Kinabalu
Tel: 088-780 198   Fax: 088-420 768
e-mail: jwongkl@tm.net.my

SELANGOR DARUL EHSAN

KPH Management Services 0541
2A-12-03 Menara Jade, Jln 3/14
Lingkungan Bukit Indah
68000 Ampang
Tel: 012-937 7483
e-mail: kpphua168@yahoo.com

S.C. Chan & Associates 0342
25-2B, Blk C
Sunwaymas Commercial Centre
Jalan PJU 1/3B
47301 Petaling Jaya
Tel: 03-7882 9238   Fax: 03-7882 9289
e-mail: scchan8@pc.jaring.my

WILAYAH PERSEKUTUAN

Assriza Samad & Co.  0341
40B Tingkat 1, Jalan 6/3
Taman Komersil Pandan Indah
55100 Kuala Lumpur
Tel: 03-4292 9844
e-mail: assriza@yahoo.com

J Chan & Co. 0520
3-2, Jalan 2/76C
Desa Pandan
55100 Kuala Lumpur
Tel: 03-9283 4104   Fax: 03-9283 4046

KJL Associates  0322
A-3-6 Block A Level 3, Plaza Dwitasik
Jalan 5/106, Bdr Sri Permaisuri
56000 Kuala Lumpur
Tel: 03-9173 5617   Fax: 03-9173 5617
e-mail: wl_kj@hotmail.com

NTS and Co. 0539
No. 15A, Jalan Pandan Indah 4/6A
Pandan Indah
55100 Kuala Lumpur
Tel: 03-4296 8512   Fax: 03-4296 3712
e-mail: ntshan@yahoo.com

SELANGOR DARUL EHSAN

CH & Associates 001822
No. 42B, Jalan SS 21/39
Damansara Utama, 47400 Petaling Jaya
Tel: 03-2715 5678   Fax: 03-2175 5680
e-mail: horuennli@yahoo.com

WILAYAH PERSEKUTUAN

F.S. Chin & Co. 001823
Room 601, 6th Flr, Bgn. Toong
Hsing Loong, 26 Jalan Petaling
50000 Kuala Lumpur
Tel: 03-2078 7848   Fax: 03-2072 6923
e-mail: chinfasoon@yahoo.com

Operation Ceased
 AUDIT FIRM AF NO.

WILAYAH PERSEKUTUAN

David Kuok & Co 0173
28 Jalan Delima, 55100 Kuala Lumpur
Tel: 03-2145 8193   Fax: 03-2143 2523
e-mail: kuok@tm.net.my
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… Counting on Humour
All is Fair in Business
A shopkeeper was dismayed when a brand new busi-

ness much like his own opened up next door and
erected a huge sign which read ‘BEST DEALS.’

He was horrified when another competitor
opened up on his right, and announced its ar-
rival with an even larger sign, reading ‘LOW-
EST PRICES.’

The shopkeeper panicked, until he got an
idea. He put the biggest sign of all over his own
shop. It read: ‘MAIN ENTRANCE’.

Are Computers Men or Woman?
A language teacher was explaining to her class that in
French, nouns unlike their English counterparts, are
grammatically designated as masculine or feminine.
‘House’ in French, is feminine — ‘la maison’, ‘Pencil’
in French, is masculine ‘le crayon’. One puzzled stu-
dent asked, “What gender is com-
puter?” The teacher did not know,
and the word was not in her French
dictionary. So for fun she split the
class into two groups appropriately
enough, by gender and asked them
to decide whether ‘computer’ should be
a masculine or a feminine noun. Both
groups were required to give three reasons
for their recommendation. The men’s group decided

that computer should defi-
nitely be of the feminine gen-
der (“la computer”). And
their reasons were:
� The native language they
use to communicate with
other computers is incompre-
hensible to everyone else.
� Even the smallest mis-
takes are stored in long-
term memory for possible
later review.
� As soon as you make a
commitment to one, you
find yourself spending half
your paycheque on acces-
sories for it.

The women’s group,
however, concluded that
computers should be mas-

culine “le computer”) and their reasons were:
� They have a lot of data, but still can’t think for

themselves.
� They are supposed to help you solve problems,

but half the time they ARE the problem.
� As soon as you commit to one, you realise that

if you had waited a little longer you could have
gotten a better model.

The Management Consultant?
A shepherd was looking after his sheep on the
side of a deserted road. Suddenly a brand new
Porsche screeches to a halt. The driver was a
young man dressed in an Armani suit, Ray Ban,
Tag Heuer watch, White Cerutti shoes, tailor-
made mauve shirt, with a Boss tie.

He gets out and asks the shepherd “If I can
guess how many sheep you have, can I keep one?”

The shepherd looks at the large flock of sheep
and says “Okay”.

The young man connects his
laptop to his mobile phone/fax,
enters the NASA website, scans
the field using his GPS, opens

the database linked to 60 Ex-
cel tables, filled with loga-
rithms and pivot tables,

then prints out a 150-page report on his high-tech
mini printer. He studies the reports and says to
the shepherd “You have 1,586 sheep”.

The shepherd replies, “That’s correct. You can
have the pick of my flock.”

The young man packs away his equipment,
looks at the flock and puts one into the boot of
the Porsche. As he is about to leave, the shep-
herd says, “If I can guess what your profession is
will you return the animal to me?”

The young man thinks for a minute and says
“Okay”.

The shepherd says, “You are a Management
Consultant.”

The young man says “Correct, how did you
know?”

The shepherd replies, “Simple. First you came
here without being invited. Second you charge me
a fee for something I already knew. Third, you don’t
understand anything about my business — Now,
can I have my dog back?” AT

Morning Laugh
� The Japanese eat very little fat and suf-

fer fewer heart attacks than the British
or Americans.

� On the other hand, the French eat a lot
of fat and also suffer fewer heart attacks
than the British or Americans.

� The Japanese drink very little red wine
and suffer fewer heart attacks than the
British or Americans.

� The Italians drink excessive amounts of
red wine and also suffer fewer heart at-
tacks than the British or Americans.

Conclusion: Eat & drink what you like. It’s
speaking English that kills you.
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