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CHAPTER 3
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3.0. Introduction T '

This chapter outlined the research process of the nt study a S[{z_lflc
focus on the design and data collection. The cha signed'to er'thi‘ﬁ’search

instrument development and clarify the sa teoh@ fter ﬂ§~n|ng the

population. The section on data collectio bed W the) pilot flnal surveys

(&

were conducted. The processing of dat& IS |s also C ied.O

AN
A

# S

3.1. Research Area } “« Q-

This research concentrates on the role of the internal control in Waqf
organisations, particularly in Al-Rahma International which is registered as an
international non-profit organisation founded in Kuwait. Al-Rahma International is one
of the largest Wagf organisations in Kuwait and in the Arabic world and has more than
40 branches around the world. Kuwait is rich in many charitable activities. The State
and citizens work hard to support and help all people in need around the world.
Regardless of their religion, homeland, gender or colour, they provide relief to areas

afflicted by catastrophes, disasters, wars and famines and any other suffering and

struggling by providing housing and support to adapt to the current situations.
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3.2. Research Design and Method

The key objective of this research is to investigate the role internal coﬂr\oREIay

in enhancing the accountability in Wagf institutions. The three widely aci;&)search

paradigms are quantitative research, qualitative research, and mixed (quantftative and
qualitative) research. This is an exploratory study that embraces a positivistic, deductive
approach to the research objectives and assesses the internal c@C) in Al-Rahma
International. It emphasises the measurement and observat 0 associate with the
collection of numerical data and proceed from positivistic asSemp onMuant' ive
approach is adopted in order to collect more infor. n and knowledge of the Internal

J
Control in Al-Rahma International. This study i?ﬁe st be eit f%*c:rgs on one

Wagf organization which is AI-Rahmathiona useﬁ& quantitative

approach due to the nature of the stud

evaluating the relationship amon g@es of‘ib\g :t'
; (]

Research Design

P
Nature
Data
Collection
342 Employees in ' Target
Al-Rahma Population

Role internal controls play in enhancing the accountability in Al-Rahma
International

Figure 3.1: The Research Design Model
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3.3. Data Collection and Instrumentation

As mentioned above the primary data used in this study was co%g via

questionnaires. The questionnaires were distributed to all the financial ternal
auditors, and high managerial staff in all of the 40 branches of Al- Rahr&rnatlonal
Accountants, internal auditors, account managers, and director5| voI in the internal
control practices like authorising the payment vouchers anaYimg the checks are

selected because they are part of the process of internal

applications and budgets of the various projects/programm
\
I _@

3.4. Population and Sampling Method

n preparatlon of

As mentioned earlier, Al- Rahma In aI a?\no 2« nches around
the world. The study population is the em ee of Al- ational in Kuwait
and other countries. There a p oy Nvorklng in Al-Rahma
International, including the ho w in a5|c atlons of collecting and
distribution of the donatio ch t}'ey a I tlng staff such as security,
secretory. Since the au%ls stud udgz;‘l the internal controls systems in Al-

Rahma Internatio I\h chci)se em es 342 employees at the finance

%

3
=
t‘D

\
departments or apagements v@gch is a subset of the population calculated
using Slov % confidence interval and a 95% confidence
o'
leve It ethe acc acfand ablllty of the data (Ngofa, 2014).
\c-é’
n Ml +N (€2)]

6 357/ [1+ 2,357(0.05%)]

n=2,357/6.8925
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8 yria
Nepal

n=341.97
Where n = sample size \i
N = Population size s )

e = margin of error

The main advantage of the random sampling proceduke.is_that it allows for
generalizability of study findings from a subset to larger p 10Ns (':reswell, 2009).
Using sampling procedures increase the validity, where e ne has a e of being

selected. Table 3.1 shows the overall view of t egories and ibutien f the
samples. The questionnaires were sent firs e R@ d adm‘ﬁistration

Yw
departments regardless the locations Whia S totzﬂ\223 pIo@and then sent
randomly to 119 employees from the\ , tI@o ensure that the

respondents are a more aware of tlcﬁ‘mlcal te\ho_hm‘o

ensure more reliable

responses. <</
o
Location General | Total
Staff Number
Kuwait Office 9 56
Bangladesh 430 451
Indonesia 505 523
244 265
Phili 7 51
C ia 60 100
15 24
17 26
23 32
7 12
Somalia 787 790

38



Albania 2 3 4 3

Bosnia and Hercegovina 1 2 6 2
Austria 4 5 13 22

Total 90 158 2127 2357:
3.5. Questionnaire Development Y.

A survey questionnaire was used to collect data from Nspondents. The

questionnaire contains a general introduction stating a ofl the study and
instructions to respondents. The questionnaire is struc into th eeg{ti#. The first

]
is demographic (age, gender, education, location, pos . The second eqici\rrgxt:ins

to internal controls divided into five main parts;_con ent, rislgs*essment,

argi \ltbring ﬁh measured
using the Likert scale. The third sectio@es the a abi@%ractices.
The main language of the que@onnaire is i h?—(o @t an Arabic copy was
distributed among some of % Int€rnati br s, particularly in Arab
| N e &
countries because these branches%eom rmal@m Arabic. The first draft was
translated to Arabic and then sent to a prl)fes onal t@e ation institute for proofreading.
4 2
After that, it was chegked agai N bicaé@}fnting academician who verified the

e th uracy of the translation.

i
Table %ms (iuegtl aifes ?’Dependent and Independent Variables

control activities, information and commuanicati

>

QD

=3

o

QD

5

o

m

>

Q

/§

c

QD

Q
. =
—

®

=

) )
VARIABL 2 Meﬁsio No. I'tems.in References
\ ) 'iz' Questionnaires
Y Perfoffance 8 Items Ayedh et al. (2018)
N
ccountability Evaluation 10 Items
practices Reporting 2 Items
Internal Control | Control Environment 12 Items Florida Department of
Practice Risk Assessment 12 Items (Ezcgﬂac;mic Opportunity




Control Activities 14 Items Asiligwa and Rennox

Information and 8 ltems (2017)

Yakubu et al. (20
Communication

Monitoring 9 Items : (’)

3.6. Hypothesis

As reported in the Internal Control - Integrated Framewoﬂ&; (1992), the
control environment establishes the tone of an organisatio anR?vides the substance
for an effective system of internal controls. An e ive contr Ilsyst enables
ignificant ri k.&@e‘;s{iﬁuld

e
efined,io re onsi@ies and
should remain accountable (Keitany, 2000). T \ Vg\'v
NV <>
The results of previous studies@ WA ) pointed to the

positive influence of the control ironment @w practices. Michino
N

(2011) found a significant ir@n thé) acc bili ractices of the control

environment when investi a%he i ontro&ﬂuence on the operational
effectiveness of non-%xnt orgiw

4
Hermanson (2012) we @@
'3
a

¢
H1: The caontro iro e% i@ficant impact on the accountability practices
S
in Al-R ernatio f o

management to be apprised of, monitor and manage

be adequately trained and supervised with clea

isations ( s) based in Nairobi. Whereas

accountability péhﬁ.

>4
@assessment isa dyn}:?c process in organisations regardless of sector or size.

%very object encounters diverse risks, external or internal, risks must be assessed.

Qntifying clear objectives is necessary for effective risk assessment. The operations

of an organisation can be jeopardised, and objectives not achieved due to uncontrolled
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risks. To ensure the effective risk assessment, is by identify the risks, and determining
controls required, and how risks should be managed (Keitany, 2000). T
Effah and Asante (2011) proved that the risk assessment has positi@‘s on
the accountability practices in non-profit organisations. Uwaoma and“A: u (2015)
showed that a significant impact of risk assessment on accountabilitmces.

H2: Risk assessment has a significant impact on the accountability’practices in Al-

The control activities of the five internal control co ne sMﬁjerﬁLthe

Rahma International.

N
most important component due to the flow perations,; es ia’lyAagnation

management from collecting, managing and distvﬂb

concern procedures and policies for orgat'w Se
to

control practices in religion based on no rganisatigns su@ Fonfeder (2003),

and Sulaiman et al. (2008). They atc tivit %gnr record keeping were
(]
not performed well. However,\ ntrol astivitieghad a t@? impact on accountability

asices. S
&;T i

H3: Control activities S|gn|f|gi ti apt&l/eqn the accountability practices in

Al-Rahma Internﬁ\ @ (é-)

(\w b
The donor eive app r'Fle cng'}current information from the company's

accounti &matio and’ communicCation systems to make informed and timely
' 4

decisions. rnal controls aff@perational efficiency. It improves organisational

s
n. Fusther e,co@&m activities

%}al ies f ed on internal

wwws such as planning a%' budgeting, communication within different cadres of

anisation, financial reporting and compliance to different NGO stakeholders.
Ochino (2011) proved the existence of the effect of the information and

communication on accountability in organisations.
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H4: Information and communication have a significant impact on the accountability

practices in Al-Rahma International. Y'

The effectiveness of internal controls requires continuous acti e%ltoring
mechanisms. Monitoring activities are relevant to all aspects of the internal control
components. The ongoing monitoring activities comprise var%%?agement and
supervision activities to assess and improve the design, execu?ﬂyd effectiveness of

internal controls. Separate evaluations, on the other hand, suc self-bssessments and

internal audits, are periodic evaluations of internal controlfeom nMthi in a
. . | &
formal report on internal controls (Esmailjee, 19 =
P 4
Effah (2011) showed that there was active monitor ccou&lﬂtfty practices

a. Fq&thermore, earlier

in the context of financial internal con% ctic

studies on the components of internal tr Is{key rol_\agvities, monitoring
A
activities, and control environmentycl i%tﬂ%@i terr@)\control practices affect
9 Q—
financial accountability. Addi%, Abraha 3) a@@doan (2009) concluded that
N
proper practices of integnal gtrol car'be help IuI @ positive accountability rating
and increase the donation iarect X ’ é};

H5: Monitoring ?@wiﬁ Lt impact on@ccountability practices in Al-Rahma

N

International%\ .?:l C‘)(J
@,
X, D_), S

RN
N
S
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Accountability
Theory

Risk Assessment s )

Control
Activities

Control
Environment

QCcountability
Practice

Information &

Communication w

Monitoring |

3.6.1. Model Development

Y=H1+H2+H3+H4+H5+U \%V 0\ é

Y= is used effectively and efficie@jn Al-Ra Wte onal in Kuwait where
N,

effective and efficient utiIiSa%acco ntabilitys is idered to be a typical
\\%

performance indicator in Nﬁ%ﬂgs’ ‘%’\
H1 = Control environ [ 0
\-‘ £ &

H2 = Risk assess;nq 0
H3 = Control aw
#
H4 = Infor ﬁﬁ)nd c
% %
H5 = M% ’ 4 f é
ariable Measurement

0 In this study, the components of internal control articulated in COSO framework

(i.e., control environment, risk assessment, control activities, information and
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communication, and monitoring of internal control system) are used as independent

variables. Accountability practice is the dependent variable.

Table 3.3: Variable Definition and Measurement

Dependent variable

X
A2

RN

um
actices
</ organisatipn

and
struatur
¢ b

&
4

Variable Description Measurement Re e
Accountability | The organisation’s | It measured by the Ayedh et al. (2018)
Practice practice to | performance,
discharge  their | evaluation and
accountability. In | reporting.
terms of l
measurement  of '\d
financial ®
performance, | Q}Y'
evaluation of the -\
non-financial " 4
activities and Y' \7 \/‘Z~
performance, and {\Y-
the reporting level \/ Q\
of financial an % &
non-financial d\ O
information. ‘\\‘? ) ’,n\ﬁg
Independen ables
Y gl ’ 0’)) Aq
Control Presence of | Managemént (Zf' Florida Department
environment integrity m e J y D& | of Economic
values gﬁlcs, operational %\ style, | Opportunity (2018)
commitment  to | Integrity ethical
co% an} valuesy A commitment | Asiligwa and
anagement \tQ Q?éompetence, Rennox (2017)
%@VO thé ruP " participation of board
{ g(aq edurg, | of diréctors or audit | Yakubu et al.
C (2017)

ittee,
gmanisational

_structure, assignment
" of authority &
responsibilities, human
resource policies and
practices

Presence of the
risk identification,
risk  assessment
and risk response.

Changes in operating
environment, risk
mitigation, risk
identification, defined
and clear objectives,
corporate

restructuring, level of

Florida Department
of Economic
Opportunity (2018)
Asiligwa and
Rennox (2017)
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Monitoring

Presence

internal

ef,:
regular revie
the effect% int
of the %

co

N |

3.7. Pilot s;:&)
T% est isfa

queﬂ&ire) by confirming %

o

risk acceptable and | Yakubu et al.
maintained (2017)
Control Presence of the | Information needs, | Florida De ent
activities rules, policies and | information  control, | of conomic
procedures to | management Opp ity (2018)
ensure that | communication,
managers are | upstream ASW and
carried it out | communication  with nnox (2017)
appropriately. outside parties,
information timing. ubu et al
2017)
b}
Information and | Presence of good | Approvals, lorida Pepartment
Communication | identification  of | authorisatio f E€onémic
and proper | verification, Op otu'uit_;((%OlS)
capturing of | perform review,
pertinent physic contrﬂ,] IgW, ¥ and
information  for | segregatign of d TP&.\ enno&Ol?)
internal  control §
policies and \, Q\ Yakubu et al
procedures. éﬂ)

h 4
On- goi ?vi}g(NFlorida Department
nd aluati of Economic
eﬂ1al , ti@ Opportunity (2018)
A(Qe”'
ol . %\ Asiligwa and
Rennox (2017)
'S
' 2 & Yakubu et al.
%(_; (2017)
\\

NS

N
j.s to eﬂ&e quality of the research instrument (i.e., survey

\i'ﬁstruction, questions, and scale of items are clearly

u \od by responded. The survey was pilot tested in regards with the population

ted in this research (i.e., accountants, internal auditors, senior managers, financial

&
anagers, etc.). It was essential to ensure the respondents are capable of understanding

the items of the questionnaire, and reply properly. Thus, a pilot test was performed to
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exclude items or questions that could result in errors in the data collection process. The
questionnaire was conducted among 22 respondents, and upon the completiow
questionnaire, some pilot study respondents were requested to express theifopinions on
the research instrument. The results of the pilot study are as follows: A

a. Consequently, there was no request from the respondents for moreWzation. Each
of the questionnaire items was comprehensible to the respond ts\/

b. Assuring that the instrument was reliable, statistical kv.as lconducted. The
Cronbach’s alpha coefficient of 0.8 of was concluded fo mea rw ixcept for

control environment, which was 0.7 and still conside

ceptable Hai e'al_\(@‘zl;).

tr% nts @ for the

i as\the pend&riable. The
independent concept comprises five %ﬁ}pts: nam ont@%nvironment, risk
[

assessment, control activities, in@stion an\ton%nu T\Dn, and monitoring.
'}' g N

The measurement instrument covers int

independent variables and accountability

Overall, the internal control nts ﬂclud it&m:sothat together affect the
dependent variable (accountabilit raT ichc ises 20 items.

N
3.7.1. Reliability Analysis: \.‘ '3 C},
There are @co@ of r@lity. The Cronbach’s alpha is used

N

frequently to eMth the it ;'ar dardised, which is based on the average
correlatior@ms. If the standardisation of items is negative, it depends on the average
$eprcen

covar:c fficient a ra{ges\’ bétween 0 to 1.
\T PSS 24 output of tﬁc?study produced a Cronbach’s alpha of 0. 0.96 (N=22)

the IVs (55 items). Thus, the test of reliability on the items under all concepts

05 run in order to assure that this reliability figure is sturdy and healthy, even though

this Cronbach’s alpha shows that the reliability is very high.
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Table 2 shows the results of overall reliability on each concept including the

number of items.

Table 3.4: Reliability Analysis, (N=22, 55 Items)

No. | Concepts Type | Number onbach’
of Ite s Alpha

1 Control Environment AV 12 0.75

A
2 Risk Assessment WY, X’ 0.87
ey

3 Control Activities I 14 I 0.85

4 Information and Communication ' 0.89

5 Monitoring I 9 »0.

A
6. | Accountability practice _\‘ﬁ'ﬁG

bili

(Pallant, 2005). As Table 4.3 shows,@mct u

highest Cronbach’s alpha, as hlgles 0.96, a \qu?e
environment” has the lowest % ’s @lpha,

reliability of the constructs is a

N

" J
[913
s b'/
Preferably, the Cronbach’s alpha c% t ofT € sho& above 0.7
a a
pen:

ractices” has the
Construct “control
qlowqg 0.75. As the minimum

e as@ed that all constructs of the

ei'e@eover, the overall reliability of

e 04/l
instrument produced an ac ble reIiIbiIit
4 2
the test for 75 items &bee est Tbb{ t 0.87 which is an acceptable and very strong

internal reliability.

e DL Y
?: (J")
3.8. D@Usisf $

S ysis of th coléct%%ta has a descriptive for the demographical data of

C.)
t WOndence and the ques}onnaire’s dimensions. The SPSS statistical software
ed the basic descriptive results (e.g., frequency, percentage, mean). Next stage of

Qalysis was using the Maximum Likelihood Estimator (MLE) approach of using SPSS

software. Maximum Likelihood Estimation is a probabilistic framework for solving the
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problem of density estimation (Pallant and Julie, 2010). It involves maximizing a
likelihood function in order to find the probability distribution and parameters t t
explain the observed data. The MLE analysis is applied to measure th(%\ility,
validity, and structural model used to test the hypotheses of the study. test the
hypotheses of the study, a multiple linear regression analysis was applied. To enrich the
understanding of the data, a stepwise analysis method wa m. The stepwise
method essentially does multiple regression several times; y:

n]e removing the

weakest correlated variable, in order to have the mos epenglen les which
@

explain the distribution of dependent variable bes@ and \yq _\C}
? 4
&y

3.9. Conclusion \, g
This chapter presented the m@y of this arc <<d highlighted the

research design. The presented res%used a \Mg'gtiv @oach where the data
\
collection tool was a questionn%@y. Tﬂis stuolyeis a <;c%?study because it focused

on Al-Rahma International @stitr : cha@lso covered the development
he I

ing ecllm'r@s. The section on data collection

of the research instru sam

o

4
described how th:&n ﬂ\?? S Wﬁ:@nducted. This chapter also clarified
the processing of data“analysi d. &
e DL &
’ (J%
AR
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