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ABSTRACT

Awareness on the immediate need of financial assistance to the poor has been a factor
for determining the direct payment of zakat to the eligible party. However, this
method of zakat distribution may be ineffective. Zakat can be made more effectively
and efficiently managed when paid through a professional zakat institution. This will
maximize the assistance rendered to the poor. However, to achieve this, zakat payers’
trust and confidence in zakat institutions must be cultivated and maintained. This
study examined the perceptions of selected Universiti Malaysia Kelantan’s (UMK)
staff in Kelantan on the antecedents of zakat payers’ trust and its relationship with the
attitude (preference) of paying zakat through zakat institutions. The main finding of
the study suggests that the antecedents of zakat payers’ trust are significantly and
positively associated with the payment of zakat through zakat institutions. This
indicates that there is a possibility of zakat payers to pay zakat directly to the
recipients if they have low level of trust and confidence in zakat institutions. This
study helps in ensuring optimal proficiency of zakat institutions and maximization of
zakat benefit to the widest possible range of eligible recipients.
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CHAPTER 1

INTRODUCTION

1.1 INTRODUCTION

This chapter provides an overview of the present study and is divided into six
sections. Section 1.2 offers a background, followed by the motivation and objectives
in Section 1.3 of the chapter. Section 1.4 highlights the research methodology and
Section 1.5 addresses the significance of the study. Finally, Section 1.6 explains the

organization of this dissertation.

1.2 BACKGROUND OF THE STUDY
In the context of economy and society, zakat seeks to achieve economic and social
equality by promoting equitable distribution of wealth. In other words, economists
consider zakat as a tool to enhance social justice, especially in reducing poverty
(Wahab and Abdul Rahman, 2011; Ahmed, 2008; Hassan and Khan, 2007,
Muhammad, 2008). At a macro level, the government could utilize this money for
other developmental or social expenditures as zakat funds can increase the taxation
potential of the government through the improvement of productivity, employment
and output, where it can reduce poverty in a more broader setting (Hassan and Khan,
2007).

Though there has been some progress in reducing poverty through the
assistance of zakat, there is an emerging consensus that many development programs
aimed at poverty reduction failed to achieve their intended results (Ahmed, 2008).

This may be due to insufficient collections of zakat that therefore lead to the its



decreased distribution by zakat institutions (Muhammad, 2008). The lack in zakat
collection may be because of zakat payers prefer to pay zakat directly to whom they
feel are eligible rather than paying through zakat institutions (Ghazali, 1989).
However, this individual distribution was argued to be an ineffective means of zakat
distribution as the amount is usually smaller along with a smaller sphere of recipients
thereby neglecting other eligible recipients. In this regard, Al-Qardawi (1999) and
Bakar and Ghani (2011) argue that an individual is incapable of ensuring the proper
mechanism and management of zakat. Therefore, there is a need for a team of
administrators who are credible and capable to manage zakat funds effectively and
efficiently, so that the aim to mitigate poverty is achieved (Bakar and Ghani, 2011,
Ahmed, 2008; Al-Qardawi, 1999; Muhammad, 2008).

In the case of Malaysia, as enacted by Article 3 of the Malaysian Constitution,
any matters regarding religious substances including zakat administration fall under
state ordinances. Accordingly, all religious affairs including the collection and
distribution of zakat are administered by the State Islamic Religious Council (SIRC), a
body established in each states to focus on religious affairs (Muhammad, 2008). This
council is headed by the ruler of the state.

Recent evidence from the Malaysian federal government welfare department
known as Jabatan Kebajikan Masyarakat (JKM) has shown several states in Malaysia
(i.e. Sarawak, Sabah, Johor, Kedah, Terengganu and Kelantan) recording a high
demand in welfare assistance for at least 30,000 individuals in each state, which has
increased year by year (JKM, 2012). Apparently, states like Kelantan and Terengganu
having the majority of Muslims residents were also ranked among the highest states in
receiving JKM financial assistance (JKM, 2012). As the poor and destitute are a group

of zakat beneficiaries (asnaf), their problems should not be ignored by zakat



administrators. Although apart of this 30,000 individuals may not qualify for zakat
assistance, it is nevertheless believed that the number of eligible persons to receive
zakat remains high. In addition, although some of these welfare recipients may also
receive zakat assistance, they receive additional support from JKM as their initial
assistance was insufficient and was received directly from individual zakat payers.

Evidently, the statistics on zakat show that the proportion of Muslims in
Malaysia paying zakat through zakat institution channels remains low (Muhammad,
2008; Ahmad et al., 2005; Ghazali, 1989). For example, there are more than 1.27
million Muslims in Kelantan but only 1.77 percent or 22,576 individuals in 2011 paid
zakat to Kelantan SIRC which is also known as Majlis Agama Islam Kelantan
(MAIK) (MAIK, 2013).While in 2012, 2.34 percent or 29,815 individuals paid zakat
to MAIK. These figures may suggest that a chunk of zakat funds are still not
channeled through authorized institutions. In other words, it seems that zakat payers
still prefer to pay directly to zakat beneficiaries (Muhammad, 2008). It is believed that
the number of eligible persons to pay zakat on earned income is more than what was
recorded by MAIK (Muhammad, 2008). Perhaps, there is also a reason to explain
zakat payers’ preference in channeling zakat payment.

Establishing laws regulating the role of zakat institutions has proved to provide
no guarantee that zakat payers will use these institutions (Zulkifli and Sanep, 2010).
This is because from the Islamic perspectives, zakat does not have to be
institutionalized and can be paid through several mediums to several categories of
people so long as the obligation to pay zakat is met (Zulkifli and Sanep, 2010;
Muhammad, 2008). Many therefore believe that paying zakat directly to the recipient
is similar or better than paying through the zakat institution (Zulkifli and Sanep,

2010).



It was argued by Muhammad (2008) that good zakat management should be
able to secure public trust and attract zakat payment through zakat institutions. To a
larger extent, institutions with excellent performance are reflected by elements of
public trust towards them (Huda et al., 2012; Torres-Moraga et al., 2010, Sargeant and
Lee, 2002; 2004). Therefore, since zakat payers’ trust and confidence are crucial in
attracting zakat payment through zakat institution channel due to certain reasons (i.e.
in addressing wider issue of poverty and ensuring sufficient amount of zakat
allocation to different household (productive and unproductive) without bias), there is

a need to understand the factors that affect zakat payers’ trust and confidence.

1.3 MOTIVATIONS AND OBJECTIVES OF THE STUDY

To recapitulate, the goal of addressing the issue of poverty could not be achieved
without efficient and effective zakat management (Ahmed, 2008; Muhammad, 2008).
In this regard, if there is zakat, the best body in managing zakat is the zakat institution
(Ahmed, 2008; Muhammad, 2008; Hassan and Khan, 2007; Bakar, 1998; Al-Qardawi,
1999).

In Malaysia, zakat payers have two options of either to pay zakat directly to the
recipient or through zakat institution since there is no rule regarding this issue
(Muhammad, 2008). In this regard, zakat institutions have put efforts to ensure zakat
payers pay zakat through them. For example, zakat institutions have focused on
continuous campaign, roadshows, and even a few states such as Selangor, Johor and
Negeri Sembilan have corporatized its collection and distribution of zakat to ensure
zakat is managed efficiently and effectively. Nevertheless, the existing studies by
Zulkifli and Sanep (2010), Muhammad (2008), Ahmad et al. (2005) and Ahmad and

Wahid (2005) have shown zakat payers prefer to pay zakat directly to zakat recipients



due to their personal satisfaction and lack of trust and confidence towards zakat
institutions. As a result, it is presumed that this individual distribution of zakat causes
the poor and destitute to receive insufficient amount of zakat and the distribution is
restricted only to a certain number of recipients considered eligible. Although paying
zakat directly to recipients gives more satisfaction, it is intended here that, paying
zakat through the institution channels is anticipated to have more effective distribution
to zakat recipients.

Perhaps, by measuring the opinion of zakat payers towards zakat institutions,
the zakat institutions will be able to enhance the zakat system particularly in the way it
attracts zakat payers. It is vital to measure how zakat payers perceive zakat institutions
in order to determine their considerations when determining the channels to pay zakat
or consider suitable for that purpose (Muhammad, 2008). Such an endeavor will help
explain zakat payers’ level of trust towards zakat institutions. In other words, the more
zakat payers trust zakat institutions, the more they feel satisfied and opt to pay zakat
through the provided channels.

Thus, to understand what factors may influence the extent zakat payers trust
zakat institutions and why they want to choose paying zakat through zakat institution
channels, the current study seeks to achieve the three research objectives (RO) as
follows:

RO1: To investigate the antecedents of zakat payers’ trust.

RO2: To examine whether there is a relationship between the antecedents of
zakat payers’ trust with zakat payers’ preferences on zakat payment
channels.

RO3: To ascertain the most influential antecedents of zakat payers’ trust

through a confidence index.



In achieving the objectives of this study, the following research questions (RQ) were
developed:
RQ1: What are the antecedents of zakat payers’ trust?
RQ2: What is the relationship between antecedents of zakat payers’ trust with
zakat payers’ preferences of zakat payment channels?

RQ3: What are the most influential antecedents of zakat payers’ trust?

1.4 METHODOLOGY

To answer the research questions in the preceding section, Muslim academics and
administrative staff of Universiti Malaysia Kelantan (UMK) are selected as
respondents for this study. These individuals are selected with the belief that they have
the knowledge, understanding, and involvement in the area of zakat. Hence, it is
expected that the respondents would provide relevant information sought by the study.
Three hundred questionnaires were distributed in three locations of the UMK
branches. Prior to that, this study first reviewed the literature on the antecedents of
zakat payers’ trust and the antecedents of donors’ trust. Further, the study reviewed
literature on zakat institutions to gain insights into the institutional framework and
socio-economic roles of zakat as well as the distribution and collection issues
surrounding the institution. The review also covers zakat experiences in selected
Muslim countries. This assessment is mainly descriptive in nature. Thus, data
collection involved two stages in order to meet the requirements of the study. The first
stage was the administration of a questionnaire (see Appendix B). Prior to this, a pilot
study was undertaken by administering the questionnaire in Universiti Malaysia

Kelantan (UMK) and International Islamic University Malaysia (I1UM).



1.5 SIGNIFICANCE OF THE STUDY

This study is expected to contribute to both the theory and the current practices of
zakat management. To the best of the researcher’s knowledge, there has yet to be a
study conducted on the perceptions of zakat payers on the antecedents of zakat payers’
trust in Malaysia. By examining the eight antecedents of zakat payers’ trust, namely
(i) Capacity of board capital/management, (ii) Organizational model, (iii) Role
Competence, (iv) Familiarity, (v) Reputation, (vi) Perceived opportunism, (vii)
Stakeholders management and (viii) Disclosure practice, this study would be
contributing towards understanding what are zakat payers influencing factors in
paying zakat through zakat institutions.

In regards to theory, the researcher relates the Theory of Planned Behavior with
the area of zakat. As explained by Ajzen (1991), the theory states that attitude toward
behavior, subjective norms, and perceived behavioral control, together shape an
individual's behavioral intentions and behaviors. Extrapolating TPB in the context of
this study, it study suggests that the preference on paying zakat through zakat
institutions’ channel is shaped by antecedents of zakat payers’ trust. Whereby, the
antecedents of zakat payers’ trust are formed by zakat payers’ perception on self-
attitude (attitude towards behavior), other person perception on zakat payers’ action
(subjective norms) and zakat payers’ perceived ease or difficulty of performing the
particular behavior (perceived behavioral control). To be more precise, the
antecedents of zakat payers’ trust are the elements of zakat payers’ normative! belief
and behavioral® belief. The normative and behavioral belief basis for zakat payers

behave in certain ways. Thus, these antecedents of zakat payers’ trust will explain the

! Normative belief: an individual's perception of social normative pressures, or relevant others' beliefs
that he or she should or should not perform such behavior (Ajzen, 1991).

2 Behavioral belief: an individual's belief about consequences of particular behavior. The concept is
based on the subjective probability that the behavior will produce a given outcome (Ajzen, 1991).



reason why some zakat payers prefer to use zakat institutions’ channels to discharge
their zakat obligation. It is therefore hoped that this study will fill the lacuna in zakat
and management accounting literature, particularly in relation to the theory of planned
behavior.

In terms of the contribution to the current practice of zakat, this research will
provide some empirical data on the perception of UMK staff as a group of zakat
payers towards zakat institutions and their preferred zakat payment channels. Such
information is expected to be useful for the relevant authorities in improving the zakat
administration in Kelantan. In addition, this study provides information on UMK staff
confidence level that would assist SIRC in its strategic planning for zakat

management.

1.6 ORGANIZATION OF THE STUDY
This research consists of six chapters:

Chapter One on introduction offers a general introduction and overview of the
study, in addition to elaborating its motivations significance.

Chapter Two on literature review reviews the relevant prior literature on trust
and zakat management. Contemporary issues in zakat are highlighted and the issues
will be themed into several prominent a category in which gap in the literature is also
identified.

Chapter Three on theoretical framework and hypotheses development explains
the theoretical framework, hypotheses development, research questions as well as the
theory of planned behavior as the theoretical framework of this research.

Chapter Four is on research methodology discusses the research design and

method adopted by this study including measured variables, sample characteristics



and data analysis procedures.

Chapter Five is on research findings and analyses presents and analyzes the
results of the study.

Chapter Six is on conclusion and recommendation concludes the study by
discussing and synthesizing the overall findings. It recognizes several limitations of

the study, draw s conclusions, and offers suggestions for future research.



CHAPTER 2

LITERATURE REVIEW

2.1 INTRODUCTION

This chapter consists of eight sections. Section 2.1 introduces the chapter and
followed by the overview of poverty and poverty eradication scheme in Islam in
Section 2.2. While in the next section, the overview of zakat in Islam and zakat
administration in Kelantan are discussed in Section 2.3 and 2.4, respectively. This is
followed by the zakat on income, trust, antecedents of zakat payers’ trust in Section
2.5 and 2.6, 2.7 respectively. Section 2.8 identifies the gap in the literature with an

emphasis on the Malaysian context. Section 2.9 concludes the chapter.

2.2 AN OVERVIEW OF POVERTY

According to Hassan and Khan (2007), poverty is regarded as a multidimensional
economic phenomenon that has both social and political implications. It exists
throughout generations and societies irrespective of cultural affiliation and
geographical boundaries. Hassan and Khan (2007) asserted poverty persists in both
developed and developing economies and even most awful in both rural and suburban
areas alike.

Poverty can be best described from few dimensions (Schubert, 1994). In terms
of place of living, poverty is less extensive in urban than in rural areas, as chances of
employment and income growth in urban areas are higher (Schubert, 1994; Ghazali,
1989). As the communities in rural and remote areas work in agriculture-based

activities, their income is associated with the uncertainty of natural disasters and
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climatic cycle, so the poor in rural area suffer from poverty of a seasonal nature. On
the other hand, in urban areas, the poor generally engage in low-skilled and low-
paying jobs such as contract clerk, factory labor, part-timer and cleaner. These types
of jobs offer low salaries that are often insufficient for them to sustain their livelihood.
In addition, Hassan and Khan (2007) agues the relationship between family size and
poverty, in which larger families are more likely to suffer from severe poverty than
smaller ones. Furthermore, in terms of literacy rate, the poor with lack of education
leads to a low level of human capital and capacity rather than people with good
education (Schubert, 1994). In general, poverty density is relatively higher in localities

that lack infrastructure and facilities.

2.2.1 Zakat as a Tool for Poverty Alleviation

Islam establishes zakat as a compulsory charity tool that can be used on eight purposes
and one of the main purposes is the alleviation of poverty through assistance to the
poor and the needy (Hassan and Khan, 2007; Muhammad, 2008). Zakat can be used as
part of a long-term strategy for poverty alleviation. International Shari’ah Board on
Zakat (ISBOZ) explained that zakat funds could be used in undertaking development
projects, health care services, and educational services as long as the beneficiaries of
such projects fulfill the criteria to be recipients of zakat (Hassan, 2010).

Zakat funds could be used to create a pool of funds which for financing
development activities and can replace government expenditures (Bakar, 1998; Al-
Qardawi, 1999, Muhammad, 2008). Hassan (2010) asserted in Bangladesh, zakat
funds could have contributed up to TK® 30,683 million (21%) of the Annual

Development Plan (ADP) in 1983/1984 and up to TK 220,000 million (43%) of ADP

3 The Taka (Bengali: &=, sign: % or Tk, code: BDT) is the currency of Bangladesh.
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