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ABSTRACT 
 

 

 

 

Mismanagement of funds in religious organizations especially in Western church 

organization has becoming more common. Such scandals had affected the credibility 

of religious organizations where it always being seen as ‘sacred’ organizations and 

people working there are considered to have high moral values. This scandal happens 

due to poor accounting practices and internal control in the religious organizations 

(Abdul Rahman and Goddard, 1998; Bowrin, 2004 and Sulaiman et al, 2008). Since 

the nature of Islamic religious organizations is comparable to church organizations, it 

is not surprising to note that mismanagement of funds also happens in the Islamic 

religious organizations. This study is aim to examine the accounting practices in one 

of the Islamic religious organizations which is mosques by focusing on qaryah 

mosques in Kuala Terengganu. Mixed methods (quantitative and qualitative) of data 

collection were used in this study. The questionnaire was disseminated to seventy-six 

qaryah mosques in Kuala Terengganu but only thirty-nine responded. This study 

found that qaryah mosques in Kuala Terengganu have implemented strong control 

over internal control on receipt of income and satisfactory control over financial 

accounting and reporting. Nevertheless, they have weak control for disbursement of 

income and budgetary practices. This study also performed regression analysis to test 

the association between internal control in the receipt and disbursement of income 

with the qualification of the treasurer, location of the mosque and Friday collection. 

The analysis only showed a significant relationship between internal controls for 

receipt of income with location of the mosque. Overall, it appears that qaryah 

mosques in Kuala Terengganu do implement accounting and internal control 

procedures. However, what is clearly lacking is the segregation of duties. Hence, the 

accounting practice and control in qaryah mosques need to be improved so that the 

risk of embezzlement could be reduced.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

iii 

 

                              

 

 

 
 



 

iv 

 
 
 

 

APPROVAL PAGE 

 

 

 

 

I certify that I 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. 

 
 
 

……………………………………. 

Maliah Sulaiman 

Supervisor 

 

 

I certify that I 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. 

 
 

….………………………………… 

Fatima Abdul Hamid 

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. 

 
 

………………………………......... 

Suhaiza Ismail 

Head, Department of Accounting 

 

 

This dissertation was submitted to the Kulliyyah of Economics and Management 

Sciences and is accepted as a fulfilment of the requirement for the degree of Master of 

Science in Accounting. 

 
 

..…………………………………... 

Khaliq Ahmad 

Dean, Kulliyyah of Economics and 

Management Sciences 



 

v 

 

 

 

 

DECLARATION 

 

 
 

 

I hereby declare that this dissertation is the result of my own investigations, except 

where otherwise stated.  I also declare that it has not been previously or concurrently 

submitted as a whole for any other degrees at IIUM or other institutions. 

 

Shahida Binti Shaharuddin 

 

Signature ……………………………………                 Date ………………………... 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

vi 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA 
 

 

 

DECLARATION OF COPYRIGHT AND AFFIRMATION 

OF FAIR USE OF UNPUBLISHED RESEARCH 
 

 

Copyright © 2011 by International Islamic University Malaysia. All rights reserved. 

 

 

ACCOUNTING PRACTICES OF RELIGIOUS ORGANIZATION:  

THE CASE OF MOSQUES IN KUALA TERENGGANU 

 

 

 

I hereby affirm that the International Islamic university Malaysia (IIUM) holds all 

the rights in the copyright of this work and henceforth any reproduction or use in 

any form or by means whatsoever is prohibited without the written consent of 

IIUM. No part of this unpublished research may be produced, stored, in a retrieval 

system, or transmitted, in any form or by means, electronic, mechanical, 

photocopying, recording or otherwise without prior permission of the copyright 

holder. 

 

 

 

  Affirmed by Shahida Binti Shaharuddin 

 

 

 

       ………………………                                      ……. ……………….. 

                  Signature                                                             Date 



 

vii 

 

 

 

 

ACKNOWLEDGEMENTS 
 

 
 

  

In the name of Allah, the most Gracious and the most Merciful, Lord of the universe. 

Peace and blessing be upon Prophet Muhammad (PBUH). Alhamdulillāh all praises be 

upon Allah, for graciously bestowing me the perseverance to undertake this research.  

 

First and foremost, I would like to express my deep and sincere gratitude to my 

supervisors, Professor Dr. Maliah Sulaiman for her encouragement and advice 

throughout the completion of the dissertation. This dissertation would not have been 

possible without the detailed and constructive comments of my supervisor. Her good 

advices, wisdoms, supports and friendship, have been valuable on both academic and 

personal level, for which I am very grateful. I would also like to thank to my 

examiner, Dr. Fatima Abdul Hamid for the guidance and advice. I owe much of their 

patience in correcting and improving several drafts of this work before it took its final 

form.  

 

Secondly, my special thanks go to all lecturers at the Kulliyah of Economics 

and Management Sciences, International Islamic University Malaysia (IIUM) who 

have enabled me to acquire precious knowledge. For the administration staffs of Post 

Graduate Unit and Department of Accounting, I would also like to thanks for their 

kindness and assistance throughout my period of study and the completion of this 

work.  

 

Thirdly, many thanks to the University of Sultan Zainal Abidin (UniSZA) and 

the Ministry of Higher Education (MOHE) of Malaysia for their financial support and 

assistance throughout the process of completing this research.  

 

Above all, I would like to express my heartiest gratitude to my beloved parents, 

Shaharuddin Abu Hashim and Zauyah Mohamad as well as my fiancé, Mohamad 

Tarmizy Alias for their patience, moral support and encouragements. They always 

stood by me through the good and bad times. The miracles of their do’a and prayers 

are the pillar of my strength to complete this study.  

 

Finally, I would like to thank everyone who was important to the successful 

realization of the dissertation. May Allah repay your kindness and bestow us with 

success in this world and the hereafter. For any errors or inadequacies that remain in 

this work, or course, the responsibility is entirely my own.  

 

 

 

 



 

viii 

 

TABLE OF CONTENTS 
 

 

 

Abstract ................................................................................................................. ii 

Abstract in Arabic ................................................................................................. iii 

Approval Page ....................................................................................................... iv 

Declaration Page ................................................................................................... v 

Copyright Page ...................................................................................................... vi 

Acknowledgements ............................................................................................... vii 

List of Tables ........................................................................................................ xi 

List of Figures ....................................................................................................... xiii 

List of Abbreviations ............................................................................................ xv 

 

 

CHAPTER ONE: INTRODUCTION  .............................................................. 1 

1.0 Background of the Study ..................................................................... 1 

1.1 Research Objectives and Research Questions ..................................... 4 

1.2 Motivation for the Study ...................................................................... 6 

1.3 Significance of the Study ..................................................................... 7 

1.4 Data Collection .................................................................................... 8 

1.5 The Organization of the Dissertation ................................................... 9 

 

 

CHAPTER TWO:  ISLAMIC AFFAIRS AND MANAGEMENT OF  

MOSQUES IN MALAYSIA .............................................................................. 12 

2.0 Introduction.......................................................................................... 12 

2.1 Importance of Mosques ....................................................................... 12 

2.2 Administration of Islamic Affairs in Malaysia .................................... 14 

2.2.1 Malaysian Department of Islamic Development (JAKIM) ....... 17 

2.2.2 Islamic Religious Council ......................................................... 18 

2.2.3 Islamic Religious Department ................................................... 19 

           2.3 Administration of Mosque ................................................................... 20 

2.3.1 Type of Mosque ........................................................................ 21 

2.3.2 Sources of Funds and Management of Mosques....................... 23 

           2.4 Conclusion ........................................................................................... 24 

            

           

CHAPTER THREE:  ACCOUNTING PRACTICES IN  

RELIGIOUS ORGANIZATIONS .................................................................... 26 

3.0 Introduction.......................................................................................... 26 

3.1 Accounting Practice in Religious Organizations ................................. 26 

3.1.1 Accounting Practices in Islamic Religious Organizations ........ 29 

3.1.2 Factors Influencing Accounting Practice in Religious  

Organizations ..................................................................................... 30                

3.1.2.1 Sacred and Secular Divide............................................ 31 

3.1.2.2 The Issue of Trust ......................................................... 35 

3.1.2.3 Lack of Accounting and Financial Management  



 

ix 

Background............................................................................... 37 

3.1.2.4 The Lack of Element of Ownership ............................. 38 

3.2 Accountability in Islam    .................................................................... 39 

3.3 Accounting and Accountability in Mosques........................................ 42 

3.4 Gaps in the Literature .......................................................................... 46 

3.5 Conclusion ........................................................................................... 56 

 

 

CHAPTER FOUR: THEORETICAL FRAMEWORK AND  

DEVELOPMENT OF HYPOTHESES ............................................................. 58  

4.0 Introduction.......................................................................................... 58 

4.1 The Essence of Accountability ............................................................ 59 

4.2 Accounting and Accountability ........................................................... 60 

4.2.1 Financial Reporting ................................................................... 63 

4.2.2 Budget ....................................................................................... 64 

4.2.3 Internal Control ......................................................................... 64 

4.3 Hypotheses Development .................................................................... 65 

4.3.1 Qualification of Treasurer ......................................................... 66 

4.3.2 Location of Mosque .................................................................. 67 

4.3.3 Total of Friday Collection ......................................................... 68 

           4.4 Conclusion ........................................................................................... 69 

                  

 

CHAPTER FIVE: RESEARCH METHODOLOGY ...................................... 70 

5.0 Introduction.......................................................................................... 70 

5.1 Research Design and Method .............................................................. 70 

5.2 Population and Sample ........................................................................ 71 

5.3 Questionnaire Development ................................................................ 73 

5.3.1 Phase 1: Gather Information ..................................................... 73 

5.3.2 Phase 2: Questionnaire Design.................................................. 75 

5.3.3 Phase 3: Questionnaire Construction ........................................ 76 

5.3.4 Phase 4: Pilot Test ..................................................................... 77 

5.3.5 Questions on Financial Accounting and Reporting .................. 78 

5.3.6 Questions on Budgetary Controls ............................................. 80 

5.3.7 Questions on Financial Controls- Receipts and Disbursement . 81 

5.3.8 Questions on Perception ............................................................ 85 

5.4 Data Collection Method ....................................................................... 86 

5.5 Methods of Analysis ............................................................................ 87 

5.6 Measurement of Variables and Regression Model .............................. 88 

5.7 Conclusion ........................................................................................... 91 

 

 

CHAPTER SIX: RESULTS AND DISCUSSION ............................................ 92 

6.0 Introduction.......................................................................................... 92 

6.1 Demographic Profile of Respondents and Mosques ............................ 92 

6.2 Accounting Practices ........................................................................... 99 

6.2.1 Financial Accounting and Reporting ........................................ 102 

6.2.2 Internal Control-Receipt of Income .......................................... 107 

6.2.3 Internal Control-Disbursement of Income ................................ 114 



 

x 

6.2.4 Budgetary Controls ................................................................... 118 

6.3 Perception of Respondents Concerning the Accounting Practice ....... 120 

6.4 Multivariate Analysis........................................................................... 123 

6.4.1 Correlation Analysis ................................................................. 124 

6.4.2 Regression Analysis .................................................................. 125 

6.5 Conclusion ........................................................................................... 127 

 

CHAPTER SEVEN: CONCLUSION ............................................................... 128 

7.0 Introduction.......................................................................................... 128 

7.1 The Study ............................................................................................. 128 

7.2 The Results .......................................................................................... 129 

7.3 Limitations of the Study and Suggestions for Future Research .......... 132 

7.4 Implications of the Study ..................................................................... 133 

7.5 Conclusion ........................................................................................... 135 

 

BIBLIOGRAPHY ............................................................................................... 137 

 

APPENDICES ..................................................................................................... 143 

APPENDIX I: QUESTIONNAIRE (ENGLISH) .................................................   

APPENDIX II: QUESTIONNAIRE (MALAY)...................................................  

APPENDIX III: COVER LETTER ......................................................................  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

xi 

 

LIST OF TABLES 

 
 

 

 

Table no.  Page no. 

2.1 The administration of Islamic affairs at the state level 

 

17 

3.1 The implications of Islamic concept on accounting, reporting 

and accountability 

 

45 

3.2 Summary of literature review 

 

48 

5.1 Number of mosques in Terengganu 72 

 

5.2 Definition of variables 90 

 

6.1 Sample selection 

 

93 

6.2 Age of respondents 94 

 

6.3 Employment status in the mosque 94 

   

6.4 Current position of the respondents  95 

   

6.5 Accounting qualification of treasurer 

 

97 

6.6 Accounting background of treasurer 97 

 

6.7 Number of years in the position  98 

 

6.8 Source of funds 

 

99 

6.9 Classification of the strength of the internal control system in 

qaryah mosques 

 

101 

 

6.10 Summary of the strength of the accounting practices in 

qaryah mosques 

 

102 

 

6.11 Financial accounting and reporting 

 

102 

6.12 Type of financial statement 

 

103 

6.13 Procedures and manual used in preparing the accounts 105 

 

6.14 Reference used to prepare financial report  

 

106 

6.15 Internal control in receipt of income 108 



 

xii 

 

6.16 Individuals involved in opening the collection boxes 

 

110 

71.6 taey r pte itceleycci a FF ..2 
 

71.6 eretercF a ree F yr cylnieltntre  l yra nt ..6 
 

71.6 sicrtecei a ree Fl ..6 
 

7126  Results on the perception on accounting practice and 

internal control 

 

.2. 
 

712.  Spearman’s correlation 

 

.25 
 

7122 Regression analysis for internal control for receipt of income 

 

.27 
 

7126 Regression analysis for internal control for disbursement of 

income 

 

.26 
 

61. Summary of the results on accounting practice in qaryah 

mosques 

  

.66 
 

6.2 Summary of results for hypotheses .6. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

xiii 

 

LIST OF FIGURES 

 

 

 

Page No.  Table No. 

9 

 

20 

 

21 

 

21 

 

40 

Flow of chapters 
 

Organization structure of JHEAT 
 

Organizational structure of mosque 
 

Types of mosque 
 

Accountability model 

1.1 
 

2.1 

 

2.2 
 

2.3 
 

3.1 
   

59 Accountability relationship: A summarized picture of 

theoretical insight 
4.1 

   

62 Research framework 

 
4.3 

65 The variables 

 
4.4 

78 Research questions on financial accounting and reporting 

 
5.1 

79 Questions on financial accounting and reporting 

 
5.2 

81 Research question on budgetary controls 

 
5.3 

81 Questions on budgetary controls 

 
5.4 

82 Research questions on financial controls-receipt 

 
5.5 

82 Research questions on financial controls-disbursement 

 
5.6 

82 Research questions on factor influence financial controls 

 
5.7 

83 Questions on internal control for receipt of income 

 
5.8 

84 Questions on internal control for disbursement of income 

 
5.9 

85 Research questions on perception 

 
5.10 

86 Questions on perception 

 
5.11 

88 Coding process 5.12 



 

xiv 

89 Formula for average of internal control practice 

 
5.13 

100 Formula for average of accounting practice in individual 

qaryah mosques 

 

6.1 

100 Formula for average of accounting practices in qaryah 

mosques 

 

6.2 

   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

xv 

LIST OF ABBREVIATIONS 

 

 
 

 

PBUH Peace Be Upon Him 

IRC Islamic Religious Council 

IRD Islamic Religious Department 

JAKIM Malaysian Department of Islamic Development 

BAHEIS Islamic Affairs Division 

KESUMA Division of Family, Social and Mosques Development 

MAIDAM Terengganu Islamic Religious Council 

JHEAT Terengganu Islamic Religious Department 

KLCC Kuala Lumpur City Centre  

NGOs Non-Government Officers 

NPO Non-Profit Organization  

GAAP Generally Accepted Accounting Principles 

US United States 

SPSS Statistical Package for the Social Sciences  

AVE Average 

SIRC State Islamic Religious Council 

et al. (et alia): and others 

  

  

  

 



1 

CHAPTER ONE 

INTRODUCTION 

 

 

 

 

1.0 BACKGROUND OF THE STUDY 

The 2011 Marquet Report on Embezzlement
1
shows that non-profit and religious 

organizations combined accounted for about one-sixth of all the major embezzlement 

incidents in the 2011 study. Although the number of cases is not too big compared to 

other industries, it is a cause for concern, as embezzlement could have a major impact 

on both types of organizations in their ability to serve the communities. Such fraud 

should not occur in religious organizations due to the important role they play in 

society. Religious organizations, as the name implies, should show a good example to 

the communities. The sources of income, which are mostly dependent on public funds, 

should be managed in a proper way to avoid them from being misused by 

irresponsible people. 

Good financial management requires adequate financial control since it is 

important for organizations, including religious organizations to adequately steward 

public money. This will also help organizations to prevent the misappropriation of 

funds. However, prior studies have found that there are poor accounting practices and 

a lack of internal control in religious organizations (Abdul Rahman and Goddard, 

1998; Duncan, Flesher and Stocks, 1999; Ahmad et al., 2001; Bowrin, 2004; Sulaiman 

et al., 2008). According to Busby (2005), this problem also occurs in church 

organizations that face mismanagement scandals. In fact, this scenario has manifested 

                                                           
1
 The 2011 Marquet Report on Embezzlement is an annual white collar fraud study on major 

embezzlement cases in the United States, which aims to identify the key trend of major embezzlement 

cases active during each year. In 2011, 473 significant cases were analyzed. 
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itself too often in churches across America (Busby, 2005), and is a cause for concern 

since the scandals also happen in Islamic religious organizations. In a recent case, a 

former collector of tithes pleaded guilty to committing a criminal breach of trust 

involving RM19,510 (Hafidzin, 2011). This scandal not only affected the credibility 

of religious organizations as a whole but also the institution of the mosque since the 

collector of tithes was also a former imam at one of the mosques in Johor. 

Additionally, religious organizations are always seen as ‘sacred’ organizations and 

people working there are considered to have high moral values.  

Ventura and Daniel (2010) listed the opportunities for fraud and embezzlement 

in religious organizations. One of the opportunities that emerge in the organization is 

the level of trust and the practice of accounting. People who have a high level of trust 

do not demand more in respect of the accounting. This is because they believe that 

embezzlement will not happen in religious organizations. However, the truth is that 

trust actually drives the opportunity to commit fraud. The lack of accountability and 

transparency will increase the opportunity for fraud and abuse (Dellaportas et al., 

2008). Hence, it is clear that proper accounting practice and strong internal control 

will help to reduce the number of embezzlement cases. 

This paper tries to examine the accounting practices in an Islamic religious 

organization, which is the institution of the mosque. Accounting practice is used by 

accountants in preparing accounts and may differ according to the type and nature of 

the organization, culture and accounting policy (Hopwood, 1983). Thus, the unique 

characteristics possessed by religious organizations may require different accounting 

treatment to other organizations. This study will examine three elements of accounting 

practices – financial accounting, management accounting and auditing. While 

financial accounting is concerned with preparing information for outsiders, 
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management accounting provides information for use within an organization. 

Therefore, financial accounting is related to the financial statements and management 

accounting is connected to the decision making, planning and management matters of 

the organization. Auditing is different from the two types of accounting mentioned 

before because it focuses on the evaluation of people, organizations and the work 

done. It also assesses the internal control in the organizations, which is examined in 

this study, together with financial and management accounting. 

  This study focuses on the state of Terengganu in the east of Peninsular 

Malaysia due to its strong Islamic ethos, which has led to the state being recognized as 

a conservative Muslim state (Richmond et al., 2007). In addition, Terengganu is also 

known as one of the first states to receive Islam (Richmond et al., 2007 and Hussein et 

al., 2008). Thus, it is expected that Terengganu is concerned about its Islamic culture, 

particularly since it has a large number of mosques in the state. Out of seven districts 

in Terengganu, Kuala Terengganu was chosen for the study. This is because it has the 

largest number of qaryah mosques compared to other districts. A study done by Siraj 

(2004) classified the types of mosque in Malaysia into state mosques, district 

mosques, qaryah mosques and privately funded mosques. With some differences, 

there are two main categories for mosques in Terengganu – government mosques and 

qaryah mosques. State mosques and district mosques are under the category of 

government mosques. While the study done by Siraj (2004) and Sulaiman et al. (2008) 

examined state mosques, this study concentrates on the other type of mosque, known 

as qaryah mosques. Qaryah mosques are usually located near residential areas, and, 

hence, most of the people that use the mosques are the local residents in that area. 

Normally, they are frequented by local residents within the qaryah, who may be some 

distance away from the district mosques. 



4 

Neither of the types of mosque in Terengganu is funded by the state 

government. Instead, they are totally dependent on the donations from the members 

and the public. However, they can apply for funds from the state government to repair 

or improve the mosque buildings. As qaryah mosques are located within a residential 

area, they are expected to have a larger congregation each prayer time, and, hence, 

may receive more donations from the public compared to the other type of mosque. 

Thus, it is interesting to examine how public funds are managed in the qaryah 

mosques. This paper will examine the accounting practice in qaryah mosques in 

Kuala Terengganu. 

 

1.1 RESEARCH OBJECTIVES AND RESEARCH QUESTIONS 

The issue of the mismanagement of funds in Western church organizations and poor 

accounting practices in religious organizations constitute the problem statement used 

in this study, which has led it to examine the accounting practices in mosques being 

one of the religious organizations. Since the nature of Islamic religious organizations 

is comparable to church organizations, it is not surprising to note that mismanagement 

of funds also happens in the Islamic religious organizations, as mentioned in the above 

section. In order to avoid such an occurrence, Islamic religious organizations should 

have proper accounting practices. This has raised the question as to whether such 

organizations really view accounting as an important tool in managing the funds of the 

mosques. 

Jayasinghe and Soobaroyen (2009), in conducting a study on Buddhist and 

Hindu temples, found that there is a strong correlation between attitude towards 

accounting practice and religious spiritual values. They found that people bound by 

high religious spirit might see accountability as a social practice, and, indirectly, will 
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view accounting as necessary to discharge the accountability even though they are not 

required to do so by any guideline or standard. That is why the preparations of 

accounts in those organizations are usually informal and more on a voluntary basis. In 

addition, a study conducted on Islamic religious organizations in Malaysia suggests 

that the role of accounting and the authority of the accountant are different among 

Islamic religious organizations due to the different cultural perspective (Abdul 

Rahman and Goddard, 1998). As, to date, no study has examined the accounting 

practices of mosques in Terengganu, this study tries to fill the lacunae by conducting a 

research on qaryah mosques in Terengganu. There are four primary objectives of the 

study, as follows:  

i) To examine the existing accounting practices, which comprise financial 

accounting, management accounting and internal control, in mosques in 

Kuala Terengganu. 

ii) To gain a better understanding concerning the approach used by mosques 

in Kuala Terengganu in respect of their financial management. 

iii) To examine the perception of the congregation in qaryah mosques in 

Kuala Terengganu towards accounting practice and internal control. 

iv) To examine factors that may influence the internal control of receipts and 

payment in qaryah mosques in Kuala Terengganu. 

Accordingly, one general question and six specific research questions were 

developed in order to achieve the above objectives. The research questions are: 

General research question: What are the accounting practices of mosques in 

Kuala Terengganu? 

Specific research question 1: How are accounts prepared and communicated 

to the qaryah members? 



6 

Specific research question 2: Are there any procedure manuals used in   

preparing the accounts? 

Specific research question 3: Do mosques in Kuala Terengganu prepare 

budgets? 

Specific research question 4: Is there proper internal control for the receipt 

and disbursement of funds? 

Specific research question 5: What is the perception of respondents with 

regard to the accounting practice and internal control of qaryah mosques? 

Specific research question 6: Are there any factors that can explain the extent 

of internal control practice in qaryah mosques in relation to receipts and 

payments? 

The first four specific research questions were developed based on the three 

elements in accounting practice, namely, financial accounting, management 

accounting and auditing. The last two provide additional information regarding the 

insights of the respondents concerning the accounting practice and factors that 

influence internal control practice in the mosque. 

 

1.2 MOTIVATION FOR THE STUDY 

There are certain factors that created the motivation for this study. First, prior 

literature indicates that religious organizations are likely to be inefficient in the way 

they administer financial management, and, consequently, are exposed to the risk of 

fraud and mismanagement. Being a religious organization, the accounting practices in 

mosques are examined. The important role played by mosques in Muslim society 

means that such organizations are expected to have high standards of financial 
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stewardship. This study is motivated by the desire to know the accounting practices 

being practised in mosques.  

Second, to date, there is a lack of studies that examine the accounting practices 

in religious organizations in Malaysia. Hence, this study tries to fill the gap by 

focusing on mosques as one of the Islamic religious organizations. 

Third, since the previous study done by Siraj (2004) only focuses on state mosques, 

this study attempts to extend the study to other types of mosque, namely, qaryah 

mosques. Qaryah mosques, which are mostly located in residential areas, are closer to 

the people around them. Compared to the other types of mosque, the members of 

qaryah mosques normally consist of residents from the area (qaryah) and the number 

of people using the mosques is usually large since they are usually located in the 

vicinity of the residential areas. Thus, qaryah mosques are expected to receive large 

amounts of money from donations since the mosques in Terengganu are totally funded 

by qaryah members and the public. Consequently, the scope has been narrowed down 

to just one state – Terengganu – which is recognized as being among the first states 

that received the Islamic influence and still practices high Islamic values in the 

government until now (Hussein et al., 2008). Thus, it is interesting to know how they 

conduct the management of their mosques.  

 

1.3 SIGNIFICANCE OF THE STUDY 

This study is significant in several aspects. First, the nature of mosques as a non-profit 

organization is different from profit organizations. While profit organizations focus on 

increasing profit and are profit oriented, the main focus of non-profit organizations is 

to achieve their mission and objectives rather than to accumulate profit. The different 

nature of these two types of organization has led to the different treatment in 
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accounting. Many more studies investigate accounting practices in profit organizations 

compared to non-profit organizations, especially religious organizations (Duncan, 

Flesher and Stocks, 1999). Thus, this study is significant in increasing the number of 

studies in the non-profit area, especially Islamic religious organizations, and 

contributes to the literature.  

Second, the results of this study will help both the Terengganu Islamic 

Religious Council and Terengganu Islamic Religious Department to address the 

strength and weaknesses of financial management in the qaryah mosques in 

Terengganu, and, hence, improve the accounting practices and better manage the 

finances of the mosques. In addition, it is hoped to assist all types of mosque have a 

proper accounting practice and reduce the opportunity for fraud and the embezzlement 

of funds. This is good to ensure the good reputation of mosques as well as benefit the 

donors who usually expect their money to be well managed. 

Third, the results of this study can also assist future researchers who are 

interested in studying the accounting practices of religious organizations in Malaysia 

by providing some basis and ideas regarding the issues that arise in the management 

of mosques.  

 

1.4 DATA COLLECTION 

This study was conducted using both qualitative and quantitative methods of data 

collection. The quantitative method of data collection was done in the first stage 

where the questionnaire was developed and disseminated to the qaryah mosques in 

Kuala Terengganu. Then, it proceeded with the qualitative method of data collection – 

interviews (Quinlan, 2011; Sekaran and Bougie, 2010; Myers, 2009). Semi-structured 

interviews were conducted to obtain clear information regarding the accounting 
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practice in the mosques. The data were analysed using descriptive statistics and 

multivariate analysis where three hypotheses were tested using regression. 

 

1.5 THE ORGANIZATION OF THE DISSERTATION 

This section will elaborate on the organization of the dissertation, which comprises 

seven chapters. The relationship and flow of each chapter is shown in Figure 1.1 

below: 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.1: Flow of chapters 

 

 

The structure of the thesis is as follows: 

Chapter 1: Introduction 

This chapter has provided a background to the study and further explains the research 

framework, which comprises the problem statement, objective of the study, 

motivation of the study and significance of the study. 
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Results and Discussion 
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