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Al |l ocation of incentives

Rozana Sani

THE nove by the Governnent to allocate incentives for strategic know edge-
based conpanies is no doubt a step that will push the nation towards k-
economy. Neverthel ess, industry observers, while |auding the nove, are
hopi ng that the Governnent and rel evant bodi es woul d provide a
conprehensi ve definition of conpanies that fall under the category,

i ncluding their business franework.

This is to ensure that incentives allocated are neted out effectively
and encourage deserving conmpanies to becone nore know edge-i ntensive.

As nentioned by Prime Mnister Datuk Seri Dr Mahathir Mhamad in his
recent Budget 2003 speech, the incentives include a five-year pioneer or
i nvestment tax allowance as well as inconme tax deduction privileges for
costs incurred in preparing a corporate know edge-based nasterpl an

Ernst & Young Tax Consultants Sdn Bhd's executive director Kenneth Lim
said as no clear definition is provided as yet, there is no clear
i ndication of the qualifying criteria for the incentives or the sort of
i ndustries the conpani es could cone under

"Bodies |like Miltinmedi a Devel opment Corporation should be involved and
has a big role to play in the planning process,"” he said, adding that
associ ati ons whi ch represent know edge-based conpanies "should be part of
the process of clarifying who qualifies and what kind of criteria, what
sort of activities be included for qualification”

Limcautioned that if the definition is not done up properly, there
woul d be fallouts in the inplenmentation. "Although it is intended to cover
certain conpani es but by definition they are not included, they won't get
certain incentives," he said.

Meanwhil e, Infocredit D& (M Sdn Bhd's market intelligence unit project
director JimlLau said the status "strategi c know edge- based company" is
t oo subjective.

"The whol e know edge cycle is nade up of data, information and
know edge," he said. "In order to facilitate this, a task force and/or
i ndependent consultants should be formed to hel p conpanies in the
application process."

He added that comnpani es should al so be classified under Tier | or Tier
Il class based on their industry codes (such as Standard Internationa
Classification, International Standard International Code or Ml aysia
I ndustry Codes).

Commenti ng on the corporate know edge- based masterplan, Lau said it
shoul d constitute such el ements as vision, strategy, structure, systens,
skills and rewards tied to building know edge.

Rat her than award the target conpanies w th know edge- based st at us,
Del oi tte Kassi nChan's technol ogy strategy advi ser Norm Hosken suggest ed
the term be expanded to "innovative technol ogy conpany”, to indicate the
hi ghest application of know edge in various processes to inmpact innovation
wi thi n conpani es across all industries, not just informtion and
conmuni cati ons technol ogy.

The scope of the status, he said, should indicate |inkages to know edge-
based conmpani es such as Miltinmedi a Super Corridor conpanies on the | oca
front and international expert centres, industry associations and the
academi a

As to what should be incorporated into a corporate know edge-based
mast er pl an, Hosken said there should be el ements such as skilled human



resources, utilisation technology as a tool for any process, and
devel opnent and managenent of patents and intellectual property.



	Allocation of incentives (NST 03/10/2002)

