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ABSTRACT

The objective of this study is to examine the perception of Moslem Accounting Acaden
Java on the suitability of conventional accounting for Moslem users and Islamic organizations, asy
the objectives and characteristics of Islamic accounting. The questionnaires returned were 115 and |
af this was usable. A non-paramelric tes! of median was conducted using MINITAB 13 to
Nypotheses. The resulls showed that Mosfem accounting academicians in Java believe that Is
organizations should follow Shariah principles and promote social welfare rather than concentra
profits. There also seems to be a favourable response to the need for Isfamic accounting. Most
parlicipants agree with the accountability objective of Islamic accounting and support the integrative
holistic nature of Islamic accounting information.

Key words: conventional accounting, Islamic accounting, lslamic corporate reparting, objectives ang
charactaristics of fslamic accaunting

1. Introduction

There were an increasing number of the studies related to Islamic accounting issues. Thes ﬁl,
studies related to why the conventional accounting is inappropriate for Islamic organizations amiﬁ}
practical imperative of Islamic accounting. Hameed (2000) argues that the practical necessity for the:
development of an Islamic Accounting is the establishment of Islamic businass and organizations which
are specifically based on the Shari'ah. These socio-gcanomic organizations are part of the Isiarniu;‘
economic and financial system, which Is based on the islamic world-view and values. The objsctives,
operations. and practical accounting requlrements of these arganizations need an altemative accounting.
These organizations should use Islamic accounting to enable users to ensure that Islamic urganlzaﬁméf
abide by the principles of Sharl'ah. However, due to lack of accepted standards for annual report
disclosure, [slamic organizations still use accepted disclosure standards for conventional annual reports
islamic banking in Indonesia use Statement of Financial Accounting Standard No 59 to prapare thair
financial statements.

Harahap (2002) argues that even though The Accounting and Auditing Organization for Islamic
Financial Institutions (AAQIFI) have been established, the accounting standards for istamic banking arg
mostly based on conventional accounting concepts and principles. Islamic accounting is not only a
matter of modifying conventional accounting to fit the needs of Islamic institutions but also need a major |
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overhaul (Yaya, 2001). The differant philosophical assumptions underlying islamic organizations and
their different operating mechanism, some of which find no parallel in the conventional business and
accounting practices, suggestamore radical change on conventional accounting,

Resgarch conductad by Hameed (2000) showed that Malaysian Moslem accounting academicians
slamic perceived that Islamic organizations should follow Sh ari'ah/ethical principles and promote
social welfare rather than concentrate on profits. There also seemstobe a favourable response to the
need for Islamic accounting among Moslem accounting academics and accountants in Malaysia. Most
of the participants agree with the accountability objective of Islamic accounting and support the integrative
and holistic nature of Islamic accounting information. In case of Indonesia, Yaya (2002) support the
Hameed's (2000) finding, Moslem accounting academicians In Yogyakarta perceived that conventional
accaunting is not suitable for Islamic organizations. The respondents also have a strong consensus on
some principles which can be used later as a basis for developing Islamic accounting.

Sulaiman (1297 and 1996) has conducted a survey of the perceptions of Maslem-and non-
Moslem accounting infarmation users In Malaysia to Investigate if Islamic Corporate Reporting Modeal
appears to desire. Survey respondents comprised of accountants financial analysts, bank lending
officers and zakat officers. The result indicates that that there is no differences existin the perceived
usetulness of accounting information between Moslems and non-Moslems, The result also suggested
that Baydoun and Willet's theory that Moslems would perceive the Islamic Corporate Reporting Model to
be significantly more useful than non-Moslems was not suppartad. The result from Sulaiman's r2search
may be interpreted as challenging the notion, that culture in general, and Islam in particular, may have
asignificant Influence on accounting practics (Gray, 1988, Perera, 1989; Baydoun and Willett, 1594)

These different findings on the issues of Islamic accounting, suggest that there is a need fo
conduct more empirical research on Maslem saciety. In case of Indonesia, Yaya (2002) has conducted
aresearch study in Yogyakarta. However, his study was conducted in limited area and did not examing
the antecedents of percelved usefuiness of Islamic corporate reporting This research, theretore, aims 10
axtand pravious research by exploring the consensus among Moslem accounting academicians InJava
on the nature of Islamic accounting: the suitability of conventional accounting for Moslem users and
Istamic organizations and also the abjectives and characteristics of Islamic accounting under different
cultural contexts:

The aims 1o replicate and extend from previous research (i.e. Hameed, 2000, Sulaiman 1887,
1998: Yaya: 2002) are twofold, First, in Java, there were some universities which recognized as the
pioneer in the Islamic economic and accounting In discussions and curnculum. Some universities also
undertake courses in lslamic civilization as part of their curriculum. These Universities usually have
Islamic background such as Muhammadiyah or Nahdatul Ulama. Some universitias in Java also have
already published journals which encourages the articles on the islamic accounting issues. The increasing
discussions and curriculum In universities In Java showed the thearetical imperative of Islamic accounting.
Second, there are developed |slamic organizations in Java with many Islamic banks and insurances
which can be deseribed as practical imperative of Islamic accounting. Further, there is a general Islamic
resurgence in accounting acadermia from those universities as well as among Moslem busingssmen
wha try to implement Islam in their activities. Moslem accounting academicians also have function as
key carriers of Islamic culture because they play an explicitrole in value soclalization (Schwartz, 1999).
Therefore, itis important to elicit the perception from Moslem accounting academicians from universities
in Java on the Islamic accounting Issus.
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2. Literature Review
2.1 The Need ol Islamic Accounting

Lewis (2001) argue that in an |slamic society, the development of accounting theory should be
based on the provisions of Istamic law along with other necessary principles and postulates which are
notin conflict with Isiamic law. Hameed (2000) argue that the need for Islamic aceounting can be divided
into two tactors: push and pull factors. Pull factors were these Ut made conventional accounting
unsuitable for Moslem users and Islamic organizations, Hameed (2000) defines pull factors as those
factors that make Islamic accounting both a theoretical and practical necessity and impsrative. These
factors literally pull slamic accounting into existence to meet the need of Mostem users and Islamic
organizations: The pull factors can be categorized into two groups: Istamization of Knowledge factor
which provides the theoretical imperative for Islamic Accounting and estzblishment of Moslem and

Islarmic institutions which is the practical imperative for the development of Islamic Accounting. The

problems of conventional accounting which can make it unsuitable for Moslem users and Islamic

institutions and can be categorized as push factors can be summarized as follows:

a The objectives of conventional accounting based on decision usefulness may not be acceptable
from an istamic point of view because It seeks to concentrate and accumulate wealth to certain
sections of society I.e. shareholders and creditors,

0. The accounting principles on which conventional accounting reports are prepared may be unsuitable
for the direct and indirect equitable distribution of wealth and the catculation of Zakat which Is the
one of the mostimportant objective of Islamic accounting.

¢. The problem with historic costincome models becomes more problematic in a Moslem enviranment
where profitis the main means of ascertaining divisible returns to finance providers as inferestis
prahibited,

d  The negative economic and social consequences of conventional accounting on tha environment
society and indlviduals are unacceptable from an Islamic paint of view:.

2.2 The Objectives and Characteristics of Islamic Accounting
2.2.1 The Objectives of Islamic Accounting

There were some alternative of the objectives of Islamic accounting which have been proposed
by prior research. They were; (a) decision usefulness, (b) stewardship, (g] Islamic accountability and
(d} accourtability through Zakat, )

Accounting and Auditing Organization for Istamic Financial Institutions (AAGIFI) recognized that
the objectives of financial accounting including accounting for Islamic bank is determine the type and
nature of information which should be Included In financia! reports in order to assist users of these
reporis in making decisions. AADUIF also recognizes stewardship as one of ifs objectives, It points aut
that the objective of financial accounting is to contribute to the safequarding of the assets, and to the
enhancernent of the managerial and productive capabilities of the Islamic bank whils encouraging
comphiance with its established goals and policies. Mirza and Baydoun {2000) support this objective and
suggest that the stewardship function must be the focus of attention of accauntants of Islamic institutions
inreporting to axiernal parties,

Hamead (2000) suggests that Islamic accountability madel can be used as the main objective of
Islamic accounting. From a practical paint of view, this suggestion is supported by Khir (1992) who
asserts that this conceptis so ingrained in the Moslem community that it will give the greatest mativation
far the practical development of Istamic accounting.
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Khan {1984) argued that the objectives of Islamic aceounting including accounting for lslamic
banks are differant from those of conventional accounting for two main reasons. First, 1slamic banks
deal within a Sharia framewark As a result, the nature of their transactions is different from that-of
conventional banks, Second, the users of information generated by Islamic banks have different needs
from the users of infarmation published by conventional accounting. Lecking to the information needs of
users, Khan (1994) argued that the accounting reports of istamic banks should heip the shareholders,
depositors, investors and employees to determine their liability to zakat.

2.2.2 Measurement and Disclosures in Islamic Accounting

Wost ot Islamic accounting literature takes Zakal as a cornerstong of determining measurement
tols, Khan {1994) argued thatone set of the main objectives in an Islamic society Is to help an individuat
ta determine his or her liability to zakat and pay it promptiy, In valuing Zakat, the majority of jurists appear
to hava concluded that it should be based on the selling prices prevailing at the time Zakat falls due (at-
Qardhawi, 1988). This implies that in accounting, Istamic business arganizations should apply current
cost rather than historical cest which is widely used at this time (Adnan & Gaffikin, 1987, Baydoun &
Willet, 199482000 and Haniffa & Hudaiby, 2001)

Mirza and Baydoun (2000) view this issus differently in that Islamic accounting is likely to use
both historical cost and market selling prices. Therefore. an Islamic accounting system would have a
dual system of asset valuation, This argument is based on the premise that an Isianiic enterpnse needs
to adhere both to the contract and discharge its obligation on Zakat, Since contract is based on past
transaction and Zakat is based on current valuation, then the measurement needs to confarm to each
pUITIOSE,

Haniffa & Hudaib (2001) propose thatthe importance of disclosure and presentation IS to fulfill
the duties and obligations according to the Istamic Shariah. To achieve this purpose, an Islamic enterprise
is expected to disclose atleast (1) any prohibited transactions they made, (2) Zaxaf chligation they have
to pay and have already paid; and (3} social responstbility. Social responsibility would include chantas,
wages to employees, and environmantal protection. This means that financial reporting in an [stamic
society is likely to be maore detalled than what is cumently prevalent in Western societies. Baydoun and
Willet (2000} view that social accountability and full disclosures are the basis of Islamic corporate
reports. The consideration of social accountability would imply that conventional histaric cost balance
shest should be supplermeanted with estimates of current values. They suggest the current value balance
sheet be Included as part of the reparting requirements of firms operating in an Islamic economy
gspecially for calculating zakat obligation. Meanwhile, the income statement should be relegated 1o the
notes because of its corruptive influsnce in directing people to became highly prafit oriented

2.3 Research Hypotheses
2.3.1 Suitability of Gonventional Accounting for Islamic Organizations

Hameed (2000) argue that the difference in worldview and values will make difference In
accounting. He argued that conventional accaunting is not apprapriate for Islamic organizations due to its
inappropriate objectives, characteristics and consequences. Sulaiman and Willet (2003 also argued
that the possible explanation for phenomena showed that Baydoun and Willst's model was not supported
by empirical evidence is the potential of Western materialist values to corrupt the value system of
Moslems. Hence, there is a possibility for the Moslem accountants and accounting academicians o
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percelve It differently from the Islamic accounting theories. This phenamenon leads the first researoh
questions: Is conventiona! accounting appropriate for Islamic business organizations and Moslem ysefs
1o fulflll thalr objectives?

In case of Malaysia, Hameed (2000) concluded that the hypothesis that Malayslan

such as monetary measurament, prudence and historlcal cost, may be viewed as apprupﬂat_a"__r
'slamle organizations, In case of Indonesla, Yaya (2002) who examine the perception of Moslam:
accounting academiclans In Yogyakarta also support the findings of Hameed's study.

H1: Moslem Accounting Academiclans In Java belleve that conventional accounting provides
Information, directs Moslem users towards unislamic behavlor, -

H2: Moslem Accounting Academlclans in Java believe that Financlal Statements provided und
conventional accounting provide Inappropriate Information for Moslem users.

H3: Moslem Accounting Academicians In Java belleve that the conventional accounting concepl
of historical cost, prudence and monetary measurement are not suitable for Islamle
organizations,

23.2  The Objectives and Characteristics of Islamic Accounting )

Hameed's (2000) study In Malaysia concluded that Islamic/social objectives of Islamic accounting
are seen by Malaysian Moslem accountants and accounting academicians as more impartant thanthe
econamic objectives such as the maximisation of sharsholder wealth, Yaya (2003) who conducted "
In Yogyakarta, tound that Moslem Accounting Academiclans In Yogyakarta perceived the objective of
Islamic accountng is diffarent fram the objective of conventional accaunting, which is decislon usefulngss,
He argued that, since this cansensus is widely supported by the respondents, the {Iavalnpmamb{?
Islamic accounting could be brought about by praviding Infarmation that will enable shareholdersta.
ensurg that the organization has discharged its accountability In accordance with the Shariah and i::.j
Induce aconomle behavior In ling with Islamic objectives and values,

H4;  Moslem Accounting Academicians In Java belleve that the objectives of Islamic accounting
are different irom the objactives of conventional accounting

It Is commonly understood that the type of information provided Is the result of the varlous:
Interests of the users of the accounting Information. In conventional accounting, thers Is a kind of
classification of users of accounting Information wheraby shareholdsr and potential shareholders arg
regarded as the primary users, This practice Is |n line with capitalism that views the capital provideras
the centre of wealth creation, Since slamic accounting has a different worldview, Itis possible that thare
Is @ difference In the level of Importance of users of accounting information betwaen Islamic accounting
and canventional accounting,

Empincal findings of Hameed (2000) suggested that stakeholders other than shareholders are
percelved by Malayslan Moslem accountants and accounting academiclans, as Important as, if not
more Important than, shareholders, as users of slamic accounting Information, Yaya (2002) also support
this finding that Moslem Accounting Academicians In Yogyakarta bellave that the level of Importance of
users of accounting information |s different between Islamic accounting and conventional accounting,
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whereby in Islamic accounting the shareholder is not necessarily the most important user among the
Stakeholders. Therefare, the fifth hypothesis can be stated as follows:

H3:  Moslem Accounting Academicians in Java believe that other users of accounling information
in Islamic accounting are equally important with shareholders.

itis argued that Islam emphasizes social and religious concerns i.e, lawful and unlawful aspects
of transactions. This implies that there should be some differences in the information to be disclased
between |slamic based accounting and conventional based accounting. The tindings of Hameed's (2000}
Supportthe hypothesis that Malaysian Moslem accountants and accounting academicians believe that
Islamic accounting emphasizes Islamic/social information, Yaya (2002) concluded that hypothesis on
the characteristics of Isiamic accounting, itis found that Moslem Accounting Academicians in Yogyakarta
believe that Islamic accounting should emphasize social and religious oriented information. This
consensus would imply that there is a need in an Islamic accounting system to provide information to
encourage the business organization to behave in an Islamic manner and discourage any un-lslamic
behavior that might probably be undertaken by the organization or the users of information.

HB:  Moslem Accounting Academicians in Java believe that Islamic Acco unting should give more on
social and religious information.

i  Methodology
3.1 Population and Sample

This research takes Maslem accounting academicians in Java as the target research population
The Moslem of accounting academician was defined as Moslem faculty members and lectures of the
Accounting Department or Econamic School of the universities which recognized as actively internalizing
Islamic values especially Islamic economics or Islamic accounting In their curriculum. The main
feason of choosing this target population is because they are expected to be familiar with the issues of
Islamic accounting. The other reason is because teacher, including Moslem accounting academicians,
asa group, they play an explicit role in value socialization, they are prasumably key camiers of culture,
and they probably reflect the mid-range of prevailing value priorities in most societies (Schwartz, 1999).

The researcher use State and Private University Directory to obtain information about the nurmber
of accounting academicians from some universities in Java which fulfill the criteria, Because the
directories did nothave information about universities which have Islamic accounting or Islamic economic
in their curriculum, the researcher obtain infarmation from Forum Sitaturahmi Stud| Ekanomi lslam

(FOSSEL), The researcher also visits the website of some universities to get the information about their
curriculum and lectures.

3.2 Research Variables

This study will abtain empirical evidence of perception on the nature of Islamic accaunti ng
hypathesizes as mentioned in the previous section. To test the issues about the nature of Isiamic
accounting, this research will adopt instrument developed by Hameed {2000, This instrument has been
used by Hameed (2000) and Yaya (2003) which show high reliability and validity. Islamic Accounting
Questionnaire using the Likert and 1 to 7 scales except for measuring the objective of Islamic Accounting,
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The variables related 1o the nature of Islamic accounting are Unlslamic behavioral consequen
conventional accounting (UNISL), Financial statements prapared under conventional accou
suitable (FACON), Unsuitability of conventional accaunting principles (CAPRIN), The ﬂbi&memh
Accounting (OBJECTVE]. The users of Islamic accounting (USER), and The variabie of characteristio
Islamic accounting (CHARCT) '

3.3 Data Callection Method .

Survey will be used for data collection method. A survey design - through the data col
process of asking questinns, provides a guantitative or numeric description of some fraction of the pﬂp
I a sample which can be in turn generalized to the population from which the sample is drawn,

3.4 Hypotheses Testing

After conducting normality tests, the first until the sixth hypothesis are tested using the t e
non-parametric sign test. The t- testand non-parametric sign test are appropriate because they o
used to test a hypothesis which calls for drawing just one sample. These tests tell us whethe
particular sample could have come from some specified population. These tests also can ans
whether any difference in central tendency between the sample and population. The t -testassum
the observations or scores in the sample have come from a normally distributed population. Proj
interprétation of t-test based on the normal distribution also assumes that the scores analyzed
from measurement in at least an interval scafe. The meaningfulnass of the results of a parame
such as t-test depends on the validity of these assumptions. Therefore, if the normally distribi
assumption of ttestis not meet, the hypotheses will be tested using non- parametric sign test. One
advantages of non- parametric statistical test Is make fewer assumptions about the data and may e
more relevant 1o particular situation (Siege! and Castellan, 1988). J

For e fourth hypothesis, the data will be analyzed by using chi-square test of frequency. Thit
square test is suitable for analyzing responses data which differ in frequency (Siegel and Gastel
1488). The technique is of the goodness of fit type In that may be used to test whether a significant
difference exists between and observed numbers of responses falling in each category and an expeg
number. The fourt hypothesis will be supported if there is a significant difference between responde
perceptions of Islamic accountability as objective of Islamic accounting and the other perception
objective of Islamic aceounting

4 Resulls and Discussions .
Based on Information lrom FOSSEL the questionnaires were distributed 1o twenty unWErsi
which have Islamic accounting or Istamic economic in their curriculum, of which six are publicly fundad
and the last are private, All these universities offer courses in business or accounting. The University
with the largest Moslem accounting member is University of Diponegoro with 44 stafis in the ﬁ&parhn‘aj'f
af accounting. The private universities are relatively new with fairly small number of accounting staff. i
must be noted that some Universities undartake courses in Istarmic civilization as part of their curmculum |
These Universities usually have Istamic affiliation arganizations background such as Muhammadiyahiof. |
Mahdatul Ulama. There were some universities which recognized as pioneer in islamic accounting
curriculum such as University of Brawijaya, Malang and University of Trisakti, Jakarta.
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The guestionnaires returned were 115 and 103 of this were usable. Therefore the response rate
was 51 11 % and the usable rate was 46%. The relatively high response rate was encouraging and is feit

to be due to persanally delivering the questionnalres to the head of department or lecturers concerned
rather than posting them

4.1 Profile ol the Respondents

Tabie 1 shows profile of the respondents based on their gender, education level, Islamic
organizations affiliation, profession, and tenure. In terms of Islamic organizations affiliation, table 1
shows an interesting phenomenon, that most of the respondents did not have an affiliation {62,1%).
Meanwhile, the respondents who have affiliation are commaonly from Islamic background institutions
such as University of Muhammadiyah, University of Islam Indonesia, and University of Wahid Hasyim.

4.2 Validity and Heliability

This study used both of correlation bivariate and factor analysis to test the validity of instruments.
The results showed that correlation between each indicator on the total scores of the construct was
significant, Therefore, this result showed that all of the indicators were valld.

The reliability of the items in the quastionnaire was tested using SPSS Cronbach Alpha model
method. If this alpha measure results in is 0.6 or above as a rule of thumb (Nunnally, 1960, as quoted by
Ghozali, 2005} then the items are said to be reliable. From table 2 itcan be seen that mostof the items

ofvariabte from the Islamic Accounting Questionnaire were refiable. This is evidenced by the Cronbach's
Mpha figure of around 0.6 for all items,

4.3 Non-response Bias Tesl

Non-response bias test was conducted by comparing early respondents with fate respondents,
as proxy tor the sample who did not participate, In terms of their answer to the que stionnaire. Tha
researcher assumed that the Jate respondents were respondents who respense after the dateline given
{one month after the researcher sent the questionnaire). There were 24 |ate respondents and 79 early
respandants. Non-response bias was conducted by compare the fate and early respondents answer. T
test is employed to compare the independent sample. The resuit shows that there is no differences
significance response between early and |ate respondents.

4.4 Testof Normality

The hypotheses testing for this study need normality test. The t-test can be conducted if the
data is normally distributed. The sign median testis used when the data does not meet this
assumption. Kolmogorov-Smirnov and Shapiro-Wilk is used to detect the normality of data. The null
hypothesis Is data normality distnbuted and the alternative hypothesis is otherwise, Table 3 showed
tha result of normality test. The probability of significance for variables related to the nature of Islamic
accounting are significant at0, 05 level. Therefore the null hypethesis is rejected and the conclusion
is data for those variables is nat normally distributed,

4.5 Hypotheses Testing

As Islamic accounting is an exploratary study of the subject, it is considered adequate by the
researcher to conduct a univariate analysis on the data without attempting to study relationship among
difterent variables. The testof normality showed that the data for research variables were not normally
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distributed. Thus, the hypotheses related with the nature of Isiamic accounting will be tested using non-
parametric sign test of median. A non-parametric testof madian will ba conducted using MINITAB 13 as
5PE5 did nothave corresponding unlvariate tests.

4.5.1  The Appropriateness ol Conventional Accounting for Islamic Business Organizations and
Moslem Users

The researcherargued in previous section hat the objectives, characteristics and consequences
of conventional accounting do not make it a suitable Information taol for Mosiem users and organisations.,
This inappropnatenass can be categonzed into three aspects:

a. Conventional accounting may in efiect direct Moslem users towards unlslamic behaviour.
Fromtable 4, it can be seen that the p value s less tan 0.05 for the sign tests. This indicates that
the difference between the population median and the test value of 4 is significant and cannot be ignored.
The hypothesis that the median of UNISL is greater than 4 is accepted. 1t can thus be inferred that Moslem
Accaunting Academicians in Java believe that conventional accounting does notlead to Islamic bahaviour,

b. Conventional accounting provides inappropriate information

From Table 4, it can be seen thatthe p-value is less than 0.05. indicating that the hypothesis that
Moslem Accounting Academicians In Java perceive that conventional accounting infermation Is not
suitable tor Moslem usersis supported.

t. Conventional accounting concepts are nof suitable lor 1slamic arganizalions,

The p values is 0.8878 for the sign testindicate that the probability of the sample having come
fram-a population containing & median of less than 4 almost BB 78%. Hence the hypothesis s not
supportzd, In othar ward, Moslem Accounting Academicians in Java belisve that some conventional
atcounting principles are suitable for Islamic organizations.

4.5.2 The Objectives and Characteristic of Islamic Accounting
a, The Objectives of Islamic Accounting

Based on the data obtained from the field research, it is found that 1.9 % (2 cases) of the
respandents choosa decision usefulness, 1.8 % (2 cases) choose stewardship, 75.7 % (78 cases)
choose lslamicaccountability and 7.8 % (8 cases) chocse accountability through zakat, while the rest
2.9% (3 cases) choose others. The frequency distribution of the optionis shown in Figure 1

The ditference of the obtained frequency to its expected frequency is significant below 5%
confidence lavel (p valie = 0 0I00) as shown In Tahle 5 This means that the probability of the expected
frequency being equal is almost nil. Thersfore it can be said that the hypothesis is supported and the
Islamic accountability is the maost accepted abjective as the framewaork of Islamic accounting.

b.  The Users of Islamic Accounting

The results in table 2 indicate the p vaiue was less than 0.05, indicating thaf the median was
significantly mare than 4. Hence the hypothesis is supported, that stakehalders other than shareholders
are perceived by Moslem accounting academicians in Java. as important as, if not more important than,
sharenolders, as users of lslamic accounting information,
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¢. The Characteristics of Islamic accounting
From Table 2 it can be seen thatthe p value is less than 0.05, Hence, the hypothesis is supported

tat Moslem accounting acadamicians in Java believe that Islamic accounting emphasizes Islamic/
saclal information,

5.Discussions

The rasults show that the respondents perceived that conventional accounting dogs not direct
Moslem users towards Isfamic behavior and that conventional accounting needed maljor modification
for Islamic organizations. This finding is consistent with Yaya (2002) and Hameed (2000). Respondents
of this study have the same charactaristics with Yaya (2002) wha elicit the perception of Moslem
accounting academicians in Yopyakarta and considered that the respandents have same level
understanding on the Islamic accountings issues

The sacond hypothesis was supported then we can conclude that Moslem Accounting
Academicians in Java perceive that conventional accounting information is not suitable for Moslem
users and Islamic organizations. This rasult is consistent with Yaya (2002) and Hameed (2000 who
conclude that the respondents percelved that the information provided by conventional accounting do not
allow them to properly disclose thelr Islamic accountabilities. There was an Interesting phenomenon
because the third hypathesis was notsupparted. It appears that some convantional accounting princigles,
such as monetary. measurement, prudence and histonical cost, may be viewed as appropriate for
Islamic organizations, Both Moslem accounting acadamicians In Java and Malaysia percaived that
those principles were appropriate for Islamic accounting.

Maslem accounting academicians were very famillar with principles of convantional accounting
such as monetary measurement and historical cost Desplte this, there was still debate in [slamic
accounting researchers on the measurement and disclosure principles wera should be used by Istamic
accounting (see Baydoun and Willet {1994 and 2000); Taheri (2000); Mirza and Baydoun {2000); Yaya
(2002), Tiyuwono (2002), Haniffa et af (2004)). Thus, there s a possibility for the Maoslem accounting
academicians in Java to percaive it differantly from the Islamic accounting theory suggested by Baydoun
and Willet (1294). In the case of measurement, Haniffa et al (2004) state that an Islamic accounting Is
likely to use both historical cost and market selling prices. The dual system of asset valuation is likely
to enable firms t0 accommodate contracts and satisfy the various claimants. It also enables them to
fairly discharge their social obligations, especially the payment of zakat.

The other explanation why the respondents perceived the conventional accounting concepts of
historical cost, prudence and manetary to be suitable for [slamic organizations could be due to the
perception that general bellef that accounting is concemed with money and prudence principle serves as
a protection to absant sharenolders and creditors from ovenvaluing the assets. This belief comes from
convergent behavior that proposes that the work environment will influence a person valugs and behavior
(Addler et al, 1986; Kelley et al, 1987). In this case, the Moslem accounting academicians exhibit
convergent tendencies because they adopt the Western World-View and values which have implications
for accounting values. Thus, they believe that some conventional accounting principles, such as monetary
measurement, prudence and historical cost, may be viewed as appropriate for |slamic crganizations.
Comversely, if they believe that some conventional accounting principles, such as monetary measurement,
prudence and historical cost, are not appropriate for Islamic organizations, thus they steadfastly conform
to their home-cuiture valugs (|slamic values) and influence behaviours, they will be portraying divergent
tendencies.
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Based on the result of the test on hypothesis 4, It can be sald that the objective of s
accounting is differant from the objective of conventional accounting. This result s conslstent
Hameed (2000) and Yaya (2002). Since this consensus is widely supported by the respondents
development of Islamic accounting could be brought about by providing information that will 8
shareholders to ensure that the arganization has discharged its accountability in accordance wi
Sharah and to induce economic behavior In fine with Islamic objecives and valugs. Then based o
hypathesis 5 testing on the users of Islamic accounting, it was found that Moslem accounting academicians
In Java belleve that the level of importance of users of accounting Information Is different batween
Islamic accounting and conventional accounting, whereby In Islamic accounting the shareholderlsng ot
necessarily the most Important user among the stakeholders, !

Finally, on testing hypothasis 6 on the characteristics of Islamic accounting, It Is found thal
Moslem accounting academicians In Java balieve that Islamic accounting should emphasize soclal and
religious orlented information. This consensus would imply that there Is a need In an Islamic accounting
system to provide Information to encourage the business organization to behave In an isfamic mannet
and discourage any un-islamic behavior that might probably be undertaken by the organization or the
users of information (Yaya, 2002}. The strong censensus among Moslem accounting academicians
certain principles showed that these principles can be used later as a basis for developing 1s|31'nﬁl
accountng, |
The result of hypothesis 6 testing was similar with Hameed (2000) and Yaya (2002) and aso
support the Islamic accounting theory which suggested that Islamic accounting should &mphasiﬁ‘
soclal and religious oriented information, This implles that the principles of Shari‘ah should drive aunanﬁu'
and raporting policies for Islamic organizations. Since adherence to Sharlah is a form of worship,
managars of Islamic organizations must balance between wealth allocations to firm's claimants andfo
onesglf by taking into account the welfare of both fellow humans and also the environment when making
cheices cn accounting and reporting policies. By deing so, mangers of Islamic organlzations are ahlahr
fulfill obligations to Affalh , saclety, the environmant, and self and also to achieve socio economic ]uaﬂm '
and success in this world and hereaftar,

6. Conclusion, Limitations of the Study and Suggestions for Further Research

The general canclusion from the hypotheses testing Is that Moslem accounting academiclansin
Java belleve that Islamic organizations should follow Shari'ah/ethical principles and promote snulﬂ
welfare ratner than concentrate on profits. Thera also seems to be a favourable response to the need foi‘
Islamic accounting among Moslem accounting academicians In Java. Most of the participants aﬂmt,
with the accountability objective of Islamie aceounting and support the Integrative and hollstic natureof
Islamic accounting information. Although the respondents are not convinced about the unsuitabllity ofthe
conventional accounting concepts of historic cost, prudence and monetary measurement, for Islamic |
organisations and Maoslem users, they generally agree that conventional accounting Is not suitable I
terms of its objectives, the information it provides and its behavioural effects.

This research had several inherent limitations. In particular several Important aspects of Isfamiz
accounting could not be investigated dus to the langth and time limitations, These include the structure |
of questionnaire and the In-depth discussion of recognition and measurement system for Islamic |
accounting. The theoretical paradigm adopted by this study Is the Istamic paradigm, which is a spiritual
extenslon of a middle position of the subjective/objective dimension divide and towards an Interpretive
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approach, For this paradigm, long-term participant observation in an organizational setting, multi-stags
interviews and case studies will be appropriate for data collection methods for further research.

This study, as is the case for normative ethical research in general, {ail to take into account the
actual condition of the reporting the Islamic business enterprises. Maali's ef a/ (2003} analysis sugnest
that that social reporting by Islamic banks falls significantly short of expectations far entities whose
operations are based on Islamic principles. The Islamic banks #rd to disclose only the items to help to
construct a positive image, such as matters relating to charity and Zakal, However, Islamic banks tend
notto disclose issues that are potentially important to the stakeholders. Therefore, future research can
consider the issues about the actual reporting practice of Islamic organizations.

THE SEHTABILITY OF COMNVENTIGNAL ACCOAUNTING F-HFI 5L AMIC ORGANTZATIONS AND THE NATURE
F ISLAKST ACCIUNTING: PERCEPTION OF MOSLEM ACCOUNTING ACATEMICIANS IN JAVA

Dwiraimono
Fuid Mas'vd




REFERENCES

AADIFL 1998 Accounting and Auditing Standards for [slamic Financial Institutions. Manama, Bahrain:
Accounting and Auditing Organization for Islamic Financial Institutions.

Adnan, M.A. and Gaffikin, 1997. The Shariah, Islamic banks and #:20unting concepts and practices.
Proceedings of the International Conference 1: Accounting Commerce and Finance: The fslamic
Perspective, Sydney, Australia.

Baydoun, N.and R Willett. 1994 Islamic Accounting Theory, Proceeding of AAANZ Annual Conferance,
Sydnay, Australia

Baydoun, N. and R. Willet 1895. Cultural Relevance of Western Accounting System to Develaping
Countries. Abacus, Vol 31, Ne. 1.

Baydoun, N. and Willet, R. 1997. Islam and accounting: ethical issues in the presentation of financial
information. Accounting, Commerce and Finance: The Islamic Perspective. 1 (1): 1-24.

Baydoun, N and Willet. R, 2000. Islamic corporate reports. Abacus. 36 (1): 21-91.
Chen, B, 1975. Social and financial stewardship. The Accounting Review 51(1); 1-21.
Chapra, U.M.1992. [slam and the Economic Challenge, Leicester (UK): The Islamic Foundation,

Clark, F, Craig, R., and Hamid, §. 1996. Physical asset valuation and zakat, insights and implications.
Advances in Infernational Accounting. 9 195-208.

Cooper, C. 1992, The Non and Nom of Accounting for (M)Other Nature. Accounting Auditing and
Accountatility Journal. Vol.5, No.3, 1842,

FASE. 1996. Statement of Financial Accounting Concepts. Norwalk, Connecticut: Financial Accounting
Standard Board.

Gambling, Trevor dan Rifaat Abdel Karim, 199., Bussines and Accounting Ethics in Islam. London:
Mansell

Ghozall, Imam. 2005, Analisis Multivariate dengan Program SPSS. Badan Penerbit Universitas Dipanagaro
Hair, Jr et Al 1998, Multivariate Data Analysis. Prentice Hall

Hameed, Shahul. 2000. The need for Islamic Accounting: Perception of Its Objectives and Characteristics
by Malaysia Accauntants and Acadernics. Ph.D. Thesis. University of Dundee.

Hameed, Shahul. 2001. Islamic accounting - accounting for the new millenium? Paper of the Asia pacific
Conference 1-Accounting in the New Millenium. Kota Bahru, Malaysia.

Hameed. Shanul. 2003, Islamic Accounting, A New Push. Akauntan Nasional . Januari/Februari 2003

Hameed, Shahuland Rizal Yaya, 2003. The Future of Islamic Corporate Reporting: Lessons from Alternative
Western Accounting Reports. Paper accepled for the Intemational Conference on Quality Financial
Reporting and Carporate Governance 28-29 Jull 2003

JURNAL MAKSI
Vai & Na ! o 2008 © 86 - 107




Haniffa, R. and Hudaib, M. 2001 A conceptual framework for Islamic accouning. The Shari'a paradigm.

Paper of the International Conference on Accounfing, Commerce & Finance: The Isiamic
Parspective. New Zealand.

Haniffa. Ros, Muhammad Hudaib and Abdul Malik Mirza. 2004. Accounting Poficy Choice within The
Shari‘'ah Istami‘iah Framework. Working paper University of Exeter

Harahap, Sofyan Safri. 2002. The Disclosure of Islammic Values-The Analysis of Bank Muamalat's Indonesia
Annual Report. Paper of the National Conference 01 Isfamic Economic System | Universias
Istam Indonesia, 13-14 Maret 2002

Hendriksen, Eldon 'S and Michael Van Breda. 1981, Accounting Theory. McGraw-Hill 3, ed.
Kam, V. 1990, Accounting Theary. 2 Ed, New York: Wiley.,

Khan. M.A. 1994, Accounting issues and concepts for Istamic Banking. Ins. Development of an Accounfing
System for Islamic Banking. London: The Institute of Islamic Banking & Insurance.

Khir, M, 1092, Accounting in 2 changing society. Ins. Harahap. 5.5, (edif) Akuntans!, Pengawasan &
Manajemen dalam Perspektif Isfam (Rccounting, Auditing and Management from an |slamic
Perspective), Jakarta: Trisakti University.

Lewis, Mervyn K. 2001, 1slam and Accounting. Accounting Forum Volume 25 No 2 June 2001

Mazli, Bassam, ef al. 2003. Social Reporting by Islamic Banks. Discussion Paper in Accounting and
Finance University of Southampion

Mirza, M & Baydoun, N. 2000, Accounting policy in & riba free envirgnment. Accounting, Commerce and
Finance: The Islamic Perspective Journal. 4 (1): 30-40,

Sehwartz, Shalom H, 1899, A Theory of Cultural Values and Some implications for Waork. Applied
Psychalogy: An Internatiomal Review, 48 (1), 23-47

Siegel, Sidney and John Castellan,. 1988, Nan Paramelric Statistics for Behavioral Sciences. MoGraw-
Hill

Sudarwan M and TJ Fogarty. 1696, Culture and Accounting in Indonesia: 2n empincal examination, The
International Journal of Accaunting Vol 31

Sulaiman, M. 1997, Testing a Theory of Isiamic Corporate Reporting: The Case of Malaysia, Ph.D. Thesis,
University of Otaga.

sulaiman, M, 1988, The Usefulness of Current Value Balance Sheetand the Yalue Added Statemeant 1o
Muslims: Some Evidence from Malaysia. Accounting, Commerce & Finance! The [siamic
Ferspective, 2(2): 24-66

Sulaiman. M. 2001, Testing a mode! of Islamic Corporate Financial Reports: some experimental evidence
IIUM Journal of Economics and Management, 9 (2): 115-39

Suigiman, M and Roger Willet. 2003. Using the Hotstede-Gray framework to argue normatively for an
extension of Islamic Corporate Reports. Malaysian Accounting Review, (2003), Vol 2 (1)

Taheri. Mohammad.R, 2000, The Basic Principles of (slamic Economy and Their Effects on Accounfing
Slandards—Setting, www, Islamic__accounting. com

THE SLNTABILITY OF 'iﬂH"q"EN'I"’:IHM ACTOUNTING FOR IBLAKIC DRGANILATIONS AND THE HATURE
0F ISLAMIC ACCOUNTING PERCEFTON OF WIS EA ATTOLHTING ACRDEMICIANE 1M JAVA
Dwiratmong

Fuad Mas'ud



Triyuwono, | & M. Gaffikin {1998), “Shari'ate Accounting: An ethical construction of Accounting

Knowledge”, paper presented at the 4" Critical Perspectves on Accounting Symposium, New
York, 1986,

Triyuwona, lwan. 2000. Akuntansi Syariah: Implementasi nilai keadilan dalam format metatora amanah
(Shariah Accounting: Implementation of justice in a form of trust metaphor), Jurmal Akuntansi &
Auditing Indonesia. 4{1):1-34,

Triyuwono, wan, 2002, Kritik atas Konsep Teori yang Digunakan dalam Standar Akuntansi Perbankan
Syari’ah (Critique on Theory Concept Using on Islamic Banking Accounting Standards). Paper
Seminar dan Musyawarah FOSSE Forum Studi Islam dan Lingkungan Fakultas Ekonomi
Universitas Brawijaya

Yaya, Rizal 2002 Objectives and Characteristics of Islamic Accounting: Percepfions of Muslim Accounting
Academicians in Yogyakarta, Indonesia, Thesis International Isfamic University Malaysia

TABLE 1
PROFILE OF THE RESPONDENTS
Frequency Percent |
Gendar
Male 64 &7
Femalg 33 a2
Education level:
Undergraduate {51} 37 35.9
Master (52) o5 534
Dozior (S3) 11 10.7
Islamic organizations affilation:
Mahdatul Ulama 12 117
Mubarmrmadivah 27 2n,2
Merme I 62,1
Profession:
Only lectures 85 g25
Lectures and alsa CPA fim's employee g 175
Tenure:
Less than b years 23 258
5-10 years 3 33,7
11-15 vears 17 18.1
16-20 vears 12 135
Mare than 20 years 7 7.8

Saurce: Primary Data pracessed, 2005
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TABLEZ
RESULTS OF RELIABILITY TEST

Variables Cronbach's Alpha
Unlsiamic behavioral consequence of conventional accounting 0,8045
(UNISL)
Financial statements prepared under comventionat accounting is 0.6888
not suitable (FACON) )
Unsuftability of conventional acceunting principles (CAPRIN) 0,721
| The objective of Islamic Accounting (DBJECTVEY
The users of Islamic accounting (USER) 08152
Charactesistics of Islamic accounting (CHARCT) 0,8723
Power Distance [POWER) 0.8024
Uncertainty Avoidance (UNCER) 0.8488
Conservatism {CONSY) oaN2
Secrecy {SEGRECY) 07678
TABLE3
RESULT OF NORMALITY TEST
R Kolmagorov-Smirmov Test ~ Shapiro-Wilk Test
| veres Statistics pvalue | Statistics | p-value
LINISL 0.134 0.002 0,916 0,000
FACON 0,155 0.000 0,925 0,000
CAPRIN 0105 0,034 0.967 0,041
| USER 0,144 0,000 0,848 0.003
CHARGT 0,156 0,000 0,903 | 0,000
I

Source: Primary data processed by 5PSS 11,5

' This variable has singlz indicator anly and measured using ordina scale
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TABLE 4

RESULTS OF HYPOTHESES TESTING

Variables Below | Equal Abave Median p-value
LIMISL 16 g 78 5250 00000
FACON 33 g fil 4670 00027
CAPRIN 46 g a6 3670 0,8878
USER a8 12 78 5,500 0,0000

L CHARCT G 1 90 5,900 00000 |
Sturce: Pnmary Datz processed by MINITAB 13
FIGURE1
DISTRIBUTION FREQUENCY OF DBJECTIVE VARIABLE
wy | =S
oy TryE—
&0 4 Usefulness
1 O Stawardship
Frequency 4071 |
<) i | | | Clslamic
g ot Accaurtatidity
s+ | O Aceountabiity
o ; thriaugh zakat
W lhers
Objactives of
Islamic Accounting
I
Source: Primary data, processed by Microsoft Excel
TABLES
RESULTS OF CHI-SQUARES TEST
Objectives of Islarmic Accounting Observed Expecled
L . Number Number
Decision Usefulness 2 18,6
Stewardship ? 18,6
Islamic Accountability 78 18,6
Accountability through zakat i 18,6
(thers objectives. i3 18.6
Chi-square statistics 238,452 |
Asymp. Sig 0,000 |

Source: Primary data, processed by SPSS 115
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