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Introduction 

In Small Medium Industries (SMEs), the absence of an internal accountant poses a significant challenge, 

resulting in questionable financial data. As SMEs navigate the complexities of business operations, the role 

of an accountant becomes increasingly vital. Having an internal accountant provides SMEs with specialized 

financial expertise, ensuring timely and accurate financial reporting, proper maintenance of records, and 

compliance with tax laws. However, some SMEs, particularly startups, may opt to forego hiring an internal 

accountant to save costs, relying instead on accounting software or outsourcing services for financial 

management. 

Without internal accountants, SMEs risk unintentionally violating moral and professional guidelines set by 

regulatory bodies like the Malaysian Institute of Accountants (MIA). The complexity of financial reporting 

standards, such as the Malaysian Financial Reporting Standards (MFRS), poses further challenges for SMEs, 

potentially leading to inaccuracies and hindering financial transparency and comparability. 

The absence of internal accountants in SMEs can lead to various problems, including inadequate 

management and control over sensitive financial information. Dependence on non-specialized personnel and 

outsourcing increases the risk of data breaches and compromises confidentiality. Ignorance about 

cybersecurity among Malaysian SMEs further exacerbates these risks, leaving them vulnerable to cyber 

threats and privacy breaches. 

Outsourcing financial tasks to external service providers also presents challenges, as these providers may not 

fully comprehend the unique financial intricacies of SMEs, leading to errors in financial reporting and 

decision-making. To address these issues and ensure financial integrity and security, SMEs must implement 

strong internal controls, adhere to MFRS, and comply with MIA requirements. Investing in financial 

education and leveraging technological advancements can further enhance SMEs' financial management 

practices and contribute to Malaysia's economic stability. 
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Issues in SMEs 

Several issues are evident within SMEs: 

1. Absence of Internal Accountant 

SMEs often lack the resources to employ dedicated internal accountants. This absence means that there is 

not a professional overseeing financial operation, including data recording, reporting, and compliance. 

Without an internal accountant, SMEs may struggle to maintain accurate financial records and comply with 

tax laws, leaving them vulnerable to errors and potential legal issues. 

 

2. Outsourcing Financial Tasks 

Many SMEs opt to outsource financial tasks to external service providers to cut costs. While this can be cost-

effective, it introduces security risks. SMEs may not have control over the security measures implemented 

by these providers, making them susceptible to data breaches and unauthorized access. Moreover, relying 

solely on external parties for financial management may result in a lack of oversight and accountability. 

 

3. Lack of Monitoring and Control 

The absence of an internal accountant means there is often a lack of monitoring and control over financial 

procedures within SMEs. Without dedicated oversight, errors, oversights, and unauthorized access to 

financial data can occur more frequently. This compromises the confidentiality and accuracy of financial 

records, potentially leading to serious consequences for the business. 

 

4. Assignment of Financial Duties to Non-Specialized Staff 

In SMEs without internal accountants, financial duties are often assigned to non-specialized staff members 

who may lack the necessary expertise. These individuals may not have the training or knowledge to manage 

financial tasks effectively, increasing the risk of errors, mismanagement, and even fraudulent activity. This 

reliance on untrained staff jeopardizes the confidentiality and accuracy of financial data. 

 

5. Inadequate Data Protection Measures 

Without dedicated financial specialists, SMEs may neglect to implement adequate data protection measures. 

Encryption, access controls, and other security measures may be overlooked, leaving the business vulnerable 

to cyberattacks and unauthorized access to sensitive financial information. This lack of protection further 

compounds the risks associated with financial management. 

 

6. Challenges with External Accountants 

While external accountants offer independent evaluations, SMEs relying solely on them may encounter 

challenges. External accountants may lack insider knowledge of the company's systems and culture, leading 

to inefficiencies or errors in financial reporting. Moreover, there may be concerns about their independence 

and objectivity, especially in cases where potential conflicts of interest arise. 

 

7. Maintaining Compliance 

Compliance with financial standards and data protection legislation is crucial for SMEs. However, without 

specialized accountants, ensuring compliance becomes challenging. Non-compliance can result in fines, 

reputational damage, and inaccurate financial reporting, undermining stakeholder trust and potentially 

harming the business's reputation. 

 

8. Smart Solutions and Collaboration 

To address these challenges, SMEs can implement smart solutions such as technology adoption, external 

knowledge acquisition, and education. Collaboration among stakeholders, including companies, regulatory 

agencies, and governmental authorities, is essential to establish an environment that promotes financial 

responsibility and sustainability for SMEs in Malaysia.  
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Recommendations  

To strengthen their financial defences, SMEs lacking specialized accountants 

should prioritize several key initiatives. Firstly, they should implement 

comprehensive staff training programs aimed at educating employees about 

security best practices, especially regarding the handling of financial data.  

Engaging experts to ensure compliance with regulations and establish robust 

security measures is advisable, establishing precise contractual agreements 

with service providers and conducting regular audits to verify compliance. 

Access to financial data should be restricted to authorized personnel only, 

achieved through the implementation of access restrictions and the regular 

monitoring of access logs. Additionally, adopting robust accounting software, particularly cloud-based 

systems, can enhance data security, accessibility, and accuracy, streamlining financial processes and 

minimizing errors. Lastly, maintaining vigilant oversight of external service providers' security procedures 

is essential to mitigate risks associated with outsourcing financial tasks. By implementing these 

recommendations, SMEs can bolster their financial stability, enhance confidentiality, and effectively 

navigate the challenges of operating without specialized accountants, thereby contributing to their long-term 

success and growth in the competitive business landscape.   

Conclusion 

There is a necessity for SMEs to proactively address vulnerabilities which results from a lack of internal 

financial competence. It highlights how crucial it is to put customized solutions in place to address a variety 

of problems, from poor oversight to problems with compliance and outsourcing risks. The suggestions 

provide the SMEs with a calculated plan of action for improving their financial stability. Putting money into 

staff training initiatives promotes a culture of alertness, and hiring outside financial advisors offers 

specialized knowledge without requiring a full-time accountant. SMEs are further protected against risks by 

putting in place rules for controlling access to financial data and transparent outsourcing practices. Since 

SMEs are important to the global economy, implementing these recommendations can help them reduce 

risks, encourage financial responsibility, and position themselves for long-term success. 
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