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ABSTRACT

The increasing number of foundations provide many advantages to national social,
economic and political development. However, misappropriation of funds and
falsifying the reporting information have deteriorated public trust in foundations. This
research seeks to identify the accountability mechanisms of foundations in Malaysia
and addresses reporting practices and its relation to accountability from legal,
bureaucratic, and social perspectives. Four different legal foundations participated in
this study including state-owned (Foundation A), State Religious Council-owned
(Foundation B), private-independent (Foundation C) and private-corporation
(Foundation D). Semi-structured interviews with account and administrative manager
and document review were developed to collect data. This study uses an
‘accountability-reporting” framework as a skeletal guide adapted from Ebrahim
(2003b) and Unerman (2007). The findings indicated there are three primary groups of
stakeholders to which foundations in Malaysia are accountable, namely funders, legal
authorities and communities. It can be asserted that the reporting practices of
foundations are varied according to their legal forms. The study found that each
foundation prepared its reports to suit the stakeholders to which they are most
accountable. The results also showed that foundations exercise accountability through
formal reporting along with voluntary reporting to engage with the stakeholders.



C«:’;J\ua.’ab

Z
[

Clws Bsliasly (Beloom! duagdll dooizl) 50000 Ulie g luwsll sie Ul &)
o 3 jseed) A8 Hea s 4) 3T Al asleglall i Udly cadU) ysaddl st SO
& ol Lt @ WY Wil U] e ol s Oy Bl Sl
s32 3 A2l edley )l slie] duled Bal ol (27ang clal) UL
Slawge ayl Zuhldl ods cIgls wd) EebeYlg abl3ly A5 L) Sl
A2 Sl ol (o 8l Gl Sl (e dd il 1406
Aozl ) Aol bl (5Ll 2ol Sl (2 2Ll Ogpad)
e mry (el® e e i OMle sl e Rulll sdd Slesell a2 3
pla ooy Llgde ¢ OBVl il an sl F ol ) 8] syl
Lehes 7 0T am ((p2007) 0l (22003 woalyy glstl iz ] 2,
Uggons ple (3 LSl L) bl O il o gbly  ESa SUs LS
colaaztly Gyl olaludly Ogsell 1 p il Ol o ol SW sl
oy iy S WISl § g g8 Slamngll )5 slas] auyle O ass S
055G ) aitll O] ol L) o &l e 6l 3T 1 sl
Sk o8 Rl ol Slewsll OF Ual auh il cogbly L agalal 5557 Lendgsens

i) Oleol able (3 e eghally e )l L)



APPROVAL PAGE

| certify that | have supervised and read this study and that in my opinion; it conforms
to acceptable standards of scholarly presentation and is fully adequate, in scope and
quality, as a dissertation for the degree of Master of Science in Accounting.

Ahmad Zamri bin Osman @ Husin
Supervisor

| certify that | have read this study and that in my opinion it conforms to acceptable
standards of scholarly presentation and is fully adequate, in scope and quality, as a
dissertation for the degree of Master of Science in Accounting.

Zamzulaila binti Zakaria
Examiner

Suaniza binti Mamat
Examiner

This dissertation was submitted to the Department of Accounting and is accepted as a
fulfilment of the requirement for the degree of Master of Science in Accounting.

Muslim Har Sani Mohamad
Head, Department of Accounting

This dissertation was submitted to the Kulliyyah of Economic and Management
Sciencesand is accepted as a fulfilment of the requirement for the degree of Master of
Science in Accounting.

Maliah Sulaiman
Dean, Kulliyyah of Economic and
Management Sciences



DECLARATION

| hereby declare that this dissertation is the result of my own investigation, except
where otherwise stated. | also declare that it has not been previously or concurrently
submitted as a whole for any other degrees at IITUM or other institutions.

Nurul Iffah Binti Ghazali

Signature..........coeieiiiiiiiinnn Date .......cooviiiiiiiii.



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION OF
FAIR USE OF UNPUBLISHED RESEARCH

ACCOUNTABILITY THROUGH REPORTING: THE STUDY OF
“FOUNDATIONS” IN MALAYSIA

I declare that the copyright holder of this dissertation are jointly owned by the
student and 1HUM.

Copyright © 2017 Nurul Iffah Binti Ghazali and International Islamic University Malaysia. All rights
reserved.

No part of this unpublished research may be reproduced, stored in a retrieval system,
or transmitted, in any form or by any means, electronic, mechanical, photocopying,
recording or otherwise without prior written permission of the copyright holder
except as provided below

1. Any material contained in or derived from this unpublished research may
be used by others in their writing with due acknowledgement.

2. 1IUM or its library will have the right to make and transmit copies (print
or electronic) for institutional and academic purposes.

3. The IHUM library will have the right to make, store in a retrieved system
and supply copies of this unpublished research if requested by other
universities and research libraries.

By signing this form, | acknowledged that | have read and understand the UM
Intellectual Property Right and Commercialization policy.

Affirmed by Nurul Iffah Binti Ghazali

Signature Date

Vi




This dissertation is dedicated to my beloved parents and Muslim ummah.

vii



ACKNOWLEDGEMENTS

Alhamdulillah, firstly all praises to Allah for His Power and Guidance, grant me the
chance to complete this dissertation.

It would not been possible to write on this dissertation without the help and
support of the kind people around me, to only some of whom it is possible to give
particular mention here.

Above all, 1 would like to thank my dearest husband, Mohd Sufian bin Shukri
for his personal encouragement and great love at all times. To my parents, Ghazali
Sulaiman and Zakiah Alias, my siblings- Along, Kak Long, Ateh, Abteh, Acik, Alang,
Uda, Kakak, Abang, Anjang and Nageeb, family in laws- Umi Abah and siblings;
sincere thanks for their morally support and continuous prayers.

I would like to express my appreciation to my supervisor, Assistant Professor
Dr Zamri bin Osman for his guidance and patience throughout my dissertation
journey. Without his valuable assistance, this dissertation would not have been
completed.

I am also indebted to my sponsorship Universiti Teknologi Mara (UiTM),
Ministry of Higher Education (SLAB) and Faculty of Accountancy that provided the
necessary financial support for my study.

At last but not least gratitude goes to all my ‘Secret Project’ friends; Naimah,
Hajjar, Amira, Balgis and Adibah for their support and cherished experiences during
this study. Not to forget, to all ISUG members, usrahmates, akhawat-fillah, and people
who direct and indirectly helped me through their prayers to complete this
dissertation.

May Allah Almighty rewards them all, inshaAllah

viii



TABLE OF CONTENTS

ADSTTACT ...t bbb n s i
ADSEFACE IN ATADIC ...ttt nreenee e ii
APPIOVAL PAGE... .ottt et re e anes iv
[ =Tod 2T = U1 o] o ISR PUS PP v
LO10] )Y/ T | 1 AU USURSTRPSTRRP vi
=T [ o= U1 o] o [PPSR vii
ACKNOWIEAGEMENTS ... .ttt re e enes viii
LISt OF TADIES ... et xii
S o T TN =TSSR xiii
List OF ADDIEVIALIONS ......ooviiiiieiece e Xiv
CHAPTER ONE: INTRODUCTION ....c.coiiiiiieie et 1
1.1 Background of the StUAY .........c.ccoveiiiieiicc e 1
1.2 Research Objectives and Research QUESLIONS ..........cccceveverenininieieiee, 4
1.3 Motivation of the StUAY ..........cccooiiiiiie e 5
1.4 Significance Of the StUAY ..........cooiiiiiiei e 7
1.5 Organisation of the StUdY ..........ccceeviiieiicc e 8
1.6 Chapter SUMMAIY .......ooiiiiiiiiieieee e 9
CHAPTER TWO: LITERATURE REVIEW..........ccooveieieeee e 10
2.1 INEFOTUCTION. ...ttt sttt 10
2.2 Background Of FOUNCATIONS. .......cc.oiiiiiiiiniisieieeee s 10
2.2.1 Defining foundations.............ccoiviieiicie i 12
2.2.2 Classification of foundations ............cccocveveiieeniiiin e 13
2.3 ACCOUNADITITY.....veeeecicece e 15
2.3.1 Accountability in the public and private Sector ...........c.ccoevvevveiennens 16
2.3.2 Accountability in NPOS ..o 18
2.4 Accountability through Reporting ........ccoceeeveeiiieiiie e 20
2.4.1 Legal PEISPECLIVES......cccouiiieicieee sttt 23
2.4.2 BUreaucratiC PErSPECLIVE .......cceieieririirieeieeeee e 25
2.4.3 SOCIAl PEISPECLIVE ....oovieieciic et 27
2.4.4 Concluding remMarksS ........ccccoveieieienesirese e 29
2.5 Chapter SUMMAIY ......c.ooiiieiie et 30
CHAPTER THREE: METHODOLOGY ....cccciiiiiiiiieieieie e 31
200 A [ 0o [ od 1 o] PSSR 31
3.2 RESEAICH DESIGN ..ottt 31
3.2.1 Research method .........ccceviieiieiicc e 32
3.2.1.1 Data COECLION ......coiviiiiiieieee s 33
3.2.1.2 Data @nalySIS......cccevueieriirieiisiesieeee e 34
3.2.1.3 Reliability and validity of the data ..........c.cccooeveieiiiiiecinnn, 35
3.3 Developing Conceptual Framework .............ccooviieienene i 36
3.3.1 Primary stakeholders of NPOS...........ccccviiiviiiiieciic e 37
3.3.2 Stakeholders identification model............cccooeiiiiiiniiiiee, 39
3.3.3 Accountability-reporting framework: skeletal guide...............c......... 42



3.4 Chapter SUMMAIY ......cccoiiiieiiecie et re e ens 45

CHAPTER FOUR: CONTEXTUAL INFORMATION .....cccccoiiiininiiinieieeens 46
I gL oo [0 od o] o PSSR 46
4.2 Foundations in MalaySia..........cccveveiieiierieiiese s 46

4.2.1 PUBIIC FOUNALION ...c.viiiieiece e e 49
4.2.2 Private FoUuNdation ..........ccccvviiiiieiiieie s 52
4.2.3 TaX EXEMPLION. ..ottt 54

4.3 Organisational Profile of Foundations...........c.cccccvvviviiiiiiieieccc e 54
4.3.1 FOUNALION Aot 54
4.3.1.1 S0Urce of TUNG .....cccoviiiiece e 55

4.3.1.2 Organisational StruCtUre...........c.cooveveieieie e 55

4.3.1.3 Reporting PerspectiVe .......cccvccveveeieeieeieesie e se e 56

O A o o101 0o F= U o] I = TR 57
4.3.2.1.S0Urce Of TUNG ....ooiiieieee e 57

4.3.2.2 Organisational StruCtUIe...........ocvviririeiieie e 58

4.3.3 FOUNTALION C...ooveeei e 59
4.3.3.1.S0urce Of fuNd ......cocviieiieicce e 60

4.3.3.2 Organisational StrUCLUIe...........ccceevveveevieere e 60

4.3.3.3 Reporting PerspectiVe ........cccooevereeieieieie s 61

4.3.4 FOUNAAtiON D....ovveieiiiiiecee s 62
4.3.4.1.S0urce Of fuNd .......ocviieiiiiece e 63

4.3.4.2 Organisational StrUCtUIe...........ccceevveveieeie e 63

4.3.4.3 Reporting PerspeCtiVe ........cccoveierieieieiesie e 64

4.4 Chapter SUMMAIY .......cccoiiieiiciieee et re e reenreens 64

CHAPTER FIVE: FINDINGS AND DISCUSSIONS ......c.cccooiiiiiiiincceneeeens 65
5.1 INTrOTUCTION. .....eeieeie ettt s teene e e ee e e nre s 65
5.2 FINAINGS 1ottt sttt 65

5.2.1 Primary stakeholders. ..o 65
5.2.1.1 Accountability to the funders ...........cccoceeveiieii i 66

5.2.1.2 Accountability towards regulatory bodies.............cccceevennne. 68

5.2.1.3 Communities as the core entity ...........ccccccevvvevviveiie e, 69

5.2.2 Reporting iNformMation...........coeoeieieninenieeeee e 71
5.2.2.1 Legal reporting .......cccovvevveieiieie e 71

5.2.2.2 Management reporting.........ccceeeevveieeieerieseeseeseeseesie e 76

5.2.2.3 SOCIAl rEPOITING.....cveveiiiieiieriesieee e 77

5.2.3 Reasons for rePOrting........ccccueiuveiieiie e e 79

5.3 DISCUSSIONS .....vveuvrereesiiesieeeesteesieeseesseesteeseesseesseaseesseesseeneesseesseeseesseesseaneessens 85
5.3.1 Legal accountability .........cccoovveiiiiiiie i 86
5.3.2 Bureaucratic accountability...........ccccooiiiiiiiiiicic e 87
5.3.3 Social accountability .........c.ccoveiiiiiie i 89

5.4 Chapter SUMMAIY .......ooiiiiieieieiese et 91

CHAPTER SIX: CONCLUSION .......ciiiieecesest e 93
6.1 INTrOTUCTION. ..ottt et 93
6.2 CoNClUdING DISCUSSION ......uviiiiiiieieiiesie st 93
6.3 Research ContribULION .........cooiiiiiiiiece e 96
6.4 Limitations of the RESEArCh ..o 97



6.5 Suggestion for Future RESEArCh..........ccoovieeiiee i

REFERENCES

APPENDIX A: SEMI-STRUCTURED INTERVIEW QUESTIONS ..................
APPENDIX B: LIST OF DOCUMENTS REVIEWED. ........cccccoiiiiiiii,

Xi



LIST OF TABLES

Table No. Page No.
3.1 Summary of data collection 34
3.2 A staged hierarchical model of the social and environmental

reporting (SER) process adapted from Unerman (2007) 39
4.1 List of state foundations in Malaysia (taken from the websites of

each foundation) 52
4.2 Information summary of four foundations in Malaysia 64
51 Comparison of accountability through reporting in four

foundations. 85

xii



LIST OF FIGURES

Figure No. Page No.
3.1 Primary stakeholders of NPOs. Source: (Ebrahim, 2003b) 37
3.2 ‘Accountability-Reporting” framework of foundations adapted

from (Ebrahim, 2003b) 42
4.1 Regulatory setting of NPOs in Malaysia (Source: Othman & Ali,

(2012) 47
4.2 Classification of foundations in Malaysia 48
4.3 Basic organisational structure of foundations in Malaysia 50
5.1 Accountability reporting triangle of FA 81
5.2 Accountability reporting triangle of FB and FC 82
53 Accountability reporting triangle of FD 84

Xiii



AR
BOT
CCM
CLBG
CSR
FA
FB

FC

FD
MASB
MRT
MT
NPOs
SER
SFAS
SOP
SORP
SRC
UK
USA

LIST OF ABBREVIATIONS

Annual Report

Board of Trustees

Companies Commission of Malaysia
Company Limited by Guarantee
Corporate Social Responsibility
Foundation A

Foundation B

Foundation C

Foundation D

Malaysian Accounting Standard Board
‘Middle-Range’ Thinking
Management Team

Non-profit Organisations

Social and Environment Reporting
Statement of Financial Accounting Standard
Standard of Procedures

Statement of Recommended Practice
State Religious Council

United Kingdom

United States of America

Xiv



CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

The increasing number of Non-profit Organisations (NPOs) has contributed to social,
economic and political developments. NPOs also known as the third-sector force have
grown rapidly. They have different aim varying from simple one-off to a strong
permanent entity delivery.

The main difference distinguishing between NPOs and private entities is its
lack of a profit motive. It differs from the public organisations as it lacks a
bureaucratic nature (Osman, 2010). Their aim is to serve social good. To generate
activities and accomplish their objectives, most NPOs rely on the generosity of the
public to fund their services. Various forms of NPOs have been established including
foundations, charitable organisations, religious organisations, and societies (Othman
& Ali, 2012).

The increase in fraudulent and money laundering activities in the NPOs
attracted the serious attention of researchers to the study of NPOs (Connolly &
Hyndman, 2013a; Gibelman & Gelman, 2004). In Malaysia, there have been
numerous reports of substantial funds from foundation owned by the Malaysian Prime
Minister’s Department used for personal purposes (Wright, 2015).

Though set up to help underprivileged Malaysians through education

and sport; this charity soon got involved in spending that appeared

designed to help candidate retain power in May 2013 election (The Wall
Street Journal, June 2015).



This shows the inappropriate action by the public foundation which is expected
to use the funds to serve the public interest. Regulators also claimed that foundation
failed to submit required financial statements since its inception in early 2013.

In 1981, a seminal study by Birds and Morgan-Jones cast significant doubt on
the usefulness of charities’ annual reports and accounts as a means of providing
accurate, reliable, and comparable information to stakeholders (Connolly, Hyndman,
& McConville, 2011). This is because the majority of the charities counted the
contribution received as capital or separated it into capital and revenue to understate
the amount of revenue from donors. It highlights the issue of integrity due to
falsifying the information. Thus, it is becoming essential for NPOs to show
accountability and transparency in dealing with public funds. Since the public trusts
them, they need to avoid mismanagement and report transparently.

Poor accounting and reporting and, as a consequence, the possibility of
scandals could severely undermine confidence in the NPOs. The adoption of
appropriate accounting and reporting practices has the potential to provide a basis for
greater faith in the control processes within charities and result in a more accountable
and legitimate sector. As a result, public confidence will be enhanced. This is
necessary for the sustainability of the non-profit sector.

NPOs can apply accountability through various mechanisms such as reports
and disclosure statements, performance assessments and evaluations, participation,
self-regulation, and social audits (Ebrahim, 2003a). The majority of the NPOs will use
reporting as mechanisms of accountability (Ebrahim, 2003a; Samkin & Schneider,
2010). Developed countries have their standards and regulation to govern NPOs,
especially charitable organisations to prepare the annual report and financial reporting.

Private authorities and government in developed countries such as the US, UK,



Australia and Canada have introduced numerous initiatives to set up guidelines and
recommended practices for charities (Connolly et al., 2011; Othman & Ali, 2012).
This includes the Statement of Recommended Practice for Charities (SORP),
Statement of Financial Accounting Concept (SFAS) 116 and 117, accounting
recommendations by NPOs and disclosure practices in non-profit entities. These
guidelines provide an idea on how to account the financial information and are a basis
for reporting in NPOs.

However, NPOs in developing countries face more challenges by having no
specific governing reporting framework, minimum regulations and little concern from
the government regarding accountability and transparency (Othman & Ali, 2012).
This exposes NPOs to the possibilities of fraudulent reporting and misappropriation of
funds. Besides, the public does not always demand accountability from the NPOs.
This weakens the accountability discharged in the organisation. Despite the existence
of formal accountability through reporting, smaller NPOs are more likely to have
informal mechanisms of accountability as their stakeholders are involved in the day-
to-day activities with the management (Connolly & Hyndman, 2004). This shows the
various mechanisms of accountability that can be applied in NPOs to fulfil the needs
of the stakeholders.

This study chooses foundations® as one type of NPOs for several reasons.
Firstly, foundations exercise greater ‘formality’ since they are governed by a legal
framework and specific regulations compared to other types of NPOs. They are
monitored by various authorities and their governance consists of a board of trustees

while still operating as a non-profit entity. Palmer (2013) states the NPOs currently

! The word foundation and NPOs used interchangeably in this paper. Since the area of accountability
and reporting of foundation is new in this non-profit sector, most of the literatures cited is based on the
NPO context.



face multiple and differing requirements and a variety of legislations applied, and this
has presented challenges to accountability. This may create similar challenges to the
reporting of foundations since they are established under different legislation. These
characteristics make the reporting practices and the relation with accountability
discharged by foundations an interesting context to study. Secondly, most of the
studies of NPOs focus on charitable and religious organisations, thus more research

needs to be done on foundations especially in developing countries.

1.2 RESEARCH OBJECTIVES AND RESEARCH QUESTIONS

The aim of the study is to explore the accountability practice in the foundation. Since
there are various mechanisms of accountability, the study focuses on reporting as the
medium of accountability. To achieve the aim of the research, the foundations will be
examined based on the following research objectives (ROs):
1. To identify the primary stakeholder of the foundation and its respective
accountability mechanism.
2. To examine the reporting practices of the foundation.
3. To understand the reasons for reporting and its relation to accountability
discharged to stakeholders.
To achieve the research objectives, five research questions (RQs) are developed:
1.  Who are the stakeholders to whom the foundation is most accountable?
2.  What information is currently reported in the foundation?
3. Why should the foundation provide reporting?
4. How does accountability influence the reasons for reporting in the

foundation?



RQ1 refer to the priority of stakeholders that foundations need to accountable.
As the foundation required to answer to many stakeholders (Connolly & Hyndman,
2013b; Jordan, 2005; Schatteman, 2013), this study seeks to identify the main
stakeholders which they accountable most and the forms of accountability related to
the stakeholder.

Reporting information in RQ2 refers to types of reporting prepared in every
organisation i.e. legal reporting, management reporting and social reporting (Granof,
2007; Monfardini, Barretta, & Ruggiero, 2013; Steccolini, 2004). This information is
normally provided to satisfy the reporting demands of various stakeholders. RQ3 and
RQ4 are developed to understand why foundations provide the reporting and how
does accountability influence to certain stakeholders influence the choices of reporting
made.

The next discussion will elaborate further on the motivation of this study.

1.3 MOTIVATION OF THE STUDY

The growing number and size of foundations provide a lot of advantages and benefits
to the society (Costa, Parker, & Andreaus, 2014). However, several issues involving
misappropriation of fund and falsifying the reporting information have deteriorated
the trust of the public in foundations. Statistics of fraud activities taken from the
Association of Fraud Examiners 2012 Global Fraud Survey (which includes for-
profits) showed asset misappropriation schemes made up 87% of reported cases and
median losses for non-profits totalled $100,000 (The NonProfit Times, 2013).
Foundations, the article reported, had defrauded an unsuspecting international
public of hundreds of millions of dollars for personal gain (WND, 2015). There are

also an increasing number of cases of misuse of funds in Malaysian foundations. The



most recent are in November 2015, when National Oversight and Whistleblower
Centres (NOW) revealed misappropriation of funds in one of the foundations owned
by agencies in the Prime Minister’s Department (Ng, 2015). The public fund should
benefit all and not to be used for personal interests. Also, the embezzlement of funds
in 20142 underscored the importance of transparency of reporting (Sinar Harian,
2014). The closure of a university operating under a private foundation raised the
issue of whether the foundation needs to be accountable to its mission and vision or
merely followed the demand from the funders (Sue-Chern, 2014).

These reported cases show there is an accountability issue in foundations i.e.
whether they are working towards public interest or personal gains. The public has
high expectations of these institutions since they are trying to help the nation.
However, the existence of fraud cases may erode the public trust in the foundation
sector.

This problem may be due to a lack of guidelines as to whom the foundation
should be accountable. A range of different stakeholders who can be served by
accounting and reporting, including beneficiaries, government, regulators and the
public (Connolly & Hyndman, 2013a). Hyndman & McDonnell (2009) state that
potential problems with multiple accountabilities (as multiple stakeholders exist) lead
to either an over-provision of information (which may be costly) or an under-
provision of information if each user assumes that another is monitoring the entity.
However, as is the case in developing countries, NPOs are generally reluctant to share
comprehensive information with the various stakeholders and may not recognise the

need for accountability (Arshad, Bakar, Thani, & Omar, 2013). This leads

2 The information was retrieved in the article entitled ‘Seleweng dana: Datuk, pengarah yayasan
ditahan’ on27th January 2014 in Sinar Harian online at http://www.sinarharian.com.my/mobile/semasa/
seleweng-dana-datuk-pengarah-yayasan-ditahan-1.244939#



stakeholders not to receive sufficient information of the accountability in the
foundation.

These issues on accountability and reporting in foundation specifically and
NPOs provide a fertile area to explore further the accountability through reporting

practices in a developing country, especially Malaysia.

1.4 SIGNIFICANCE OF THE STUDY

This study attempts to contribute to theory, practice and policy. Regarding theory, the
study provides insights into literature on NPOs especially on reporting and
accountability practices in foundations.

This study will focus on understanding the reporting practices and the reasons
for such reporting through interviews and document analysis of the foundation. Other
studies in NPOs in Malaysia focused on the accountability and financial reporting
practices by reviewing the annual report and financial statements (Nasir, Othman,
Said, & Ghani, 2009; Zainon, Hashim, Yahaya, Atan, & Maria, 2013). The foundation
may show reporting and accountability discharged that differs from NPOs established
under the Societies Act 1966 since it has multiple choices of regulation such as the
Trust Incorporation Act 1952, Companies Act 1965 or State Enactment. Besides the
interview method, document analysis provides additional knowledge on the reasons
for reporting in the NPOs and is guided by the framework of Unerman (2007) and
Ebrahim (2003).

From the theoretical perspective, this study adds to the understanding of
stakeholders’ relationship with NPOs initiated by Ebrahim (2003b). To identify the

information needed by stakeholders refers to four stages of SER model (Unerman,



2007). These frameworks lead to accountability reporting triangle that may apply to
the foundation.

From the practical perspective, the findings of the study encourage the
policymakers of developing countries to set separate regulations for foundations and
NPOs. This is important to increase the consistency of reporting and provide better
guidelines for foundations. This study also adds to the understanding of the current
practice of foundations regarding organisational structure, reporting and
accountability. Stakeholders and the public will indirectly have an overview of how
foundations manage and disburse the funds according to the planned programmes and
projects. Additionally, the findings create awareness among foundations of the
importance of reporting as a medium to prove they are accountable to the various

stakeholders.

1.5 ORGANISATION OF THE STUDY

The study consists of six chapters.

Chapter 1: Introduction. This chapter presents the background of the study, the
problem statement, motivation, research objectives and research
questions and significance of the study.

Chapter 2: Literature Review. This chapter explains the previous literature on
accountability and reporting practices of the foundation is reviewed.
Since studies of the foundation are still underdeveloped, literature on
NPOs has been used as a general form of the foundation.

Chapter 3: Research Methodology. This chapter describes on research

methodology, research design, data collection and analysis of data. It



Chapter 4:

Chapter 5:

Chapter 6:

also provides a discussion of the framework adapted from Ebrahim
(2003b) and Unerman (2007).

Contextual information. This chapter states the background of
foundation in developed countries, specifically Malaysia. Besides, the
organisational profile of each foundation; (1) state-owned, Foundation
A, (2) SRC-based, Foundation B (3) private-independent, Foundation
C and (4) private-corporation, Foundation D has been explained.
Findings, Analysis and Discussion. The chapter presents the findings
and discusses the results.

Conclusion. The chapter concludes the study with a discussion of the
research contribution, limitations of the study and offers suggestions

for future research.

1.6 CHAPTER SUMMARY

This chapter explains the background of the study, the research objectives and

research questions, motivations and significance of the study, as well as the

organisation of the study. In summary, this study explores the accountability practice

of foundation through reporting mechanism. It is important to study foundations

because although various types of the foundation have been established, there is yet to

be proper regulation of this non-profit sector, especially in developing countries.



CHAPTER TWO
LITERATURE REVIEW

2.1 INTRODUCTION

The study explores the accountability practices of foundations. To accomplish this,
literature on foundation and foundation-like entities are discussed. The reporting
literature constitutes the main conceptual framework underpinning this study. This
chapter is organised as follows. Section 2.2 will discuss the background of
foundations followed by accountability and types of accountability in different sectors
in section 2.3. The last section 2.4 discusses reporting as a mechanism of

accountability.

2.2 BACKGROUND OF FOUNDATIONS
Foundations are known as formal types of NPOs, as they need to abide by legal
frameworks and regulations. Othman & Ali (2012) categorised foundations as a type
of NPOs in addition to charitable organisations, charitable trusts, and societies. Each
entity has its target beneficiaries. Nevertheless, the major common trait of these
entities is its ‘non-profit-seeking’. Collison, Bebbington, & Gray (2006) defined NPO
as:
Any non-profit, voluntary citizens’ group which is organised on a local,
national or international level. Task-orientated and driven by people
with a common interest, NGOs perform a variety of services and
humanitarian functions, bring citizens’ concerns to Governments,
monitor policies and encourage political participation at the community
level. They provide analysis and expertise, serve as early warning
mechanisms and help monitor and implement international agreements.

Some are organised around specific issues, such as human rights, the
environment or health.
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