Table of Contents

| 4 4 £ 1o TSR Xvi
ACKNOWIECAGIMENL ...........oooiiiiiiiiiieeie ettt et e et e st este e s beesateesaseessbeesnseesnseesnseesnseean Xix
Chapter 1

Zakat, SDGs, and Poverty Alleviation of Muslims in India ..........cocceerieiiiniiniiniieeeecee 1

Mohammad Tariq Intezar, University of Petroleum and Energy Studies, India
Saad Bin Zia, Zia and Kirmani Multilingual Translation Service, India

Chapter 2
The Impact of Zakah on Malaysian Economic Development.............ccocceeiiiiniiiiniiiiniieinieinieenieeen, 21
Abdelkader Laallam, Institute of Islamic Banking and Finance, International Islamic
University, Malaysia
Mansha Rafig, Institute of Islamic Banking and Finance, International Islamic University,
Malaysia
Rafik Harkati, Institute of Islamic Banking and Finance, International Islamic University,
Malaysia

Chapter 3

Determinants of Zakat Payment to Zakat Institution: The Case of Tunisia...........ccceeevveereerrveenveennen. 38
Yosra Ben Said, University of Sfax, Tunisia
Nejia Zaouali, University of Monastir, Tunisia
Fatma Hakim, University of Sfax, Tunisia

Chapter 4
Evaluating the E-Quality of Zakat Institutions Websites: Evidence From MENA Countries.............. 54
Maged Mohamed Gazar, Institute of Public Administration, Saudi Arabia

Chapter 5
Zakat Collection From Foreign Workers in Malaysia: The Zakat Collection Untapped Potential........ 67
Muhsin Nor Paizin, Pusat Pungutan Zakat, Malaysia



Chapter 6
Establishment of Zakat Bank: Do We Need ONE?.......ccoouvveieiiiiieieeiee e eeeeeneeeeeeeeens 78
Hakimah Yaacob, Universiti Islam Sultan Sharif Ali, Brunei
Adli Yaacob, International Islamic University Malaysia, Malaysia
Khairul Hidayatullah Basir, Universiti Islam Sultan Sharif Ali, Brunei
Qaisar Ali, Universiti Islam Sultan Sharif Ali, Brunei

Chapter 7
The Current Practice and Expected Transformation of Zakah Institution in Yemen in Light of the
Current Crisis: An Ethical ConSideration ............c.eeiueeiuierieseeiieeerieerie ettt ettt sbe b sbe e eneeas 95
Fekri Ali Shawtari, Community College of Qatar, Qatar
Abdullah Mohammed Ahmed, Universiti Sains Islam, Malaysia
Omar Alaeddin, Unversity of Kuala Lumpur, Malaysia

Chapter 8

Zakat Management and Economic Sustainability: United Arab Emirates Model .........c...c.cccocueeuenne 108
Tareq Shareef Younus, American College of Dubai, UAE
Reyaz Ahmad, American College of Dubai, UAE

Chapter 9
Developing a Conceptual Framework for Zakat Collection and Distribution Impact on Social
Welfare Through Implications Of SDIGS ......cc.eeecuiiiiiiiiiie ettt ssre e sseeseseeenns 120
Sharofiddin Ashurov, IIUM Institute of Islamic Banking and Finance (IliBF ), Malaysia
Syed Musa bin Syed Jaafar Alhabshi, IIUM Institute of Islamic Banking and Finance (IIiBF),
Malaysia
Anwar Hasan Abdullah Othman, IITUM Institute of Islamic Banking and Finance (IIiBF),
Malaysia
Mohammad Habibullah, IIUM Institute of Islamic Banking and Finance (IliBF), Malaysia
Mohd Sukri Muhamad Yusof, Techtrade Defence Sdn Bhd, Malaysia

Chapter 10
The Impact of Zakat to the Economy, Organization, and Moral and Social..........cccccecerveerenineenenne. 139
Ahmad Rafiki, Universitas Medan Area, Indonesia

Chapter 11
Zakat Accounting Review for Takaful Operators in MalaysSia..........ccceecueeriieriieinieenieeieeeiee e 159
Mohamad Helmi Ahmad, SCR Strategic and Advisory Sdn Bhd, Malaysia

Chapter 12
Is Zakat Capable of Alleviating Poverty and Reducing Income Inequality? An Analysis of the
Distribution of Zakat Fund in MalaySia........c..cccvereiiereiieicieeieeiieesieesieeeteesiee e eeneessseessseessseeennes 168
Maizaitulaidawati Md Husin, Universiti Teknologi Malaysia, Malaysia
Nor Aiza Mohd Zamil, Universiti Teknologi Malaysia, Malaysia
Zarina Abdul Salam, Universiti Teknologi Malaysia, Malaysia


User
Highlight


Chapter 13
Enabling Legal Environment of Islamic Finance and Social Finance in Brunei Darussalam: A
Demand fOr IMPrOVEMENL .........cccciiiiiieriieeiieeiteertteeee et e st e saeesteeeseesneeessseessseesnsaesnsaesnsseesssennsses 186
Hakimah Yaacob, Universiti Islam Sultan Sharif Ali, Brunei
Adli Yaacob, International Islamic University Malaysia, Malaysia
Khairul Hidayatullah Basir, Universiti Islam Sultan Sharif Ali, Brunei
Qaisar Ali, Universiti Islam Sultan Sharif Ali, Brunei

Chapter 14
Integration and Development of Zakat Collection and Distribution in the Islamic Finance Industry 196
Abdulraham bin Abdullah Alsaadi, University of Bahrain, Bahrain

Compilation of References ................coocooiiiiiiiiiiiiii et 206

ADOUL the CONEITDULOTS .......oooiiiiiiiiiiiieeeeeeeeeeeeeeeeeeee ettt et e e e e e e s eteeeeeeeeeesaeaseseeeesesenens 231



Editorial Advisory Board

Salah Alhammadi, Durham University, UK

Mustafa Mohd Hanefah, University Sains Islam Malaysia (USIM), Malaysia

Khaled Hussainey, University of Portsmouth, UK

Ahcene Lahsasna, SALIHIN Shariah Advisory, Malaysia

Murniati Mukhlisin, Tazkia University of Islamic Economics, Indonesia

Maha Radwan, University of Turin, Italy

Irum Saba, Riphah International University, Pakistan

Beebee Salma Sairally, International Shari’ah Research Academy for Islamic Finance (ISRA), Malaysia
Zakir Hossen Shaikh, Bahrain Training Institute, BahrainUgi Suharto, Buraimi University, Oman
Tahar Tayachi, Effat University, Saudi Arabia

Norazlina Abd. Wahab, Universiti Utara Malaysia, Malaysia



XVi

Preface

The Impact of Zakat on Sustainable Economic Development is a key reference that examines the role of
Islamic social finance, including Zakat in contributing to sustainable economic development worldwide.
Zakat has been identified as a valuable source for the development of the economy of the Muslim com-
munity and give an impact on socio-economic development of the nation.

This publication highlights the impact of Zakat on Sustainable Development, by adopting an Islamic
approach to contemporary socioeconomic issues and the methods of content analysis and meta-analysis
methods. This book is meant to serve professionals, economists, regulators, financial analysts, acade-
micians, researchers, and postgraduate students. It shows current research on modernized of Zakat into
Islamic economic patterns in order to tackle the current issues faced by Muslim worldwide.

Chapter 1 outlines the impact of Zakat on SDGS and Poverty Alleviation on Muslims in India, It
illustrates that the Zakat is more than a handy tool to alleviate poverty among Muslims in India by mani-
festing itself as a successful model that meets the financial needs of development activities across the
social divide, including non-Muslims. Zakat possesses a robust potential to implement the Sustainable
Development Goals (SDGs) and alleviate poverty among Muslims in a Hindu majority country like India.
Using the Zakat funds for implementation of SDGs warrants valuable offers viable solution hitherto
underestimated and underutilized. The core Islamic principles or Maqasid al-SharT’a entail alleviation
of hunger, poverty and inequality, peace promotion and environmental protection. A strong connection
between the Zakat beneficiaries and Zakat administrators points towards the spirit of partnership for
the goals (SDG 17). The institution of the Zakat doe not only concern with fund mobilization, but also
involves organized and systemic collection and distribution of Zakat money as well. The fundamental
principle that governs Zakat is socially responsible development. One of the important ways in which
Zakat can help implement SDGs is through promoting financial inclusion that may trigger off other
related developmental goals.

Chapter 2 describes the Impact of Zakah on economic development in Malaysian by investigating
the effect of zakah distribution on economic development of Malaysia. The chapter uses quantitative
methodology and employs statistical procedures to explain the relationship between zakah and economic
development. The findings reveal a positive relationship between zakah and GDP as well as zakah and
Human Development Index. It also shows that with every increase in the distribution of zakah, there is
a positive change in the GDP.

In Chapter 3, the focus is on the institution of zakat in Tunisia. In the Tunisian case, it is still an idea
more and more sponsored by civil society and some political classes as one of the solutions for a more
equitable distribution of wealth on the territory and a means of reducing the poverty. The authors focus
on the primary role of zakat institutions: fundraising with the aim to identify the main elements that can
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intervene to pay zakat to the zakat institutions and to also to estimate the factors that can influence the
behavior of individuals after the establishment of this type institution.

Chapter 4 describes Zakat system in in the Middle East and North Africa (MENA) region. The aim
of the chapter is to evaluate the relative quality index of the zakat institutions websites (ZIWs) in 10
Islamic countries in the MENA region (Algeria, Bahrain, Egypt, Jordan, Kuwait, Lebanon, Oman, Saudi
Arabia, Sudan, and UAE). The chapter develops a quality index for ZIWs consisting of 6 dimensions
and 40 items. The countries with the top quality index are Saudi Arabia (95%) and UAE (88%) whereas
countries with the low quality index include Bahrain (41%) and Algeria (13%). Accordingly, this chapter
propose some recommendations to improve the quality index of the ZIWs. The results obtained could have
some implications for Arab countries. Most recently several Arab countries have initiated e-government
initiatives which will improve the country capabilities to collect and utilize the Zakat funds. The proposed
e-quality index of ZIWs may play an important role in the success of these initiatives.

Chapter 5 describes the system of Zakat in Malaysian an authorized body, called State Islamic Re-
ligion Councils (SIRCs), to manage the Zakat. It works independently to ensure that the zakat adminis-
tration and management become more efficient and effective. In Malaysia, Muslims (either Malaysian
or foreigner) are encouraged to make their zakat payments to the government’s zakat collection centres
for proper distribution to the needy. An easy way to pay zakat is through a monthly salary deduction
scheme. In order to avoid a clash with the monthly tax deduction for income tax, employers can make
adjustments so that the monthly zakat deduction is taken from the monthly tax deduction. To encourage
employers to involve in this scheme, more collaboration should be established between zakat institutions
and Inland Revenue (LHDN).

Chapter 6 describes zakat bank. The bank should not be treated as a charitable organization subjected
to the law against perpetuity or restricted under the tax law for charitable organizations. Also, the bank
should also not to be treated as a corporate entity that aims for profit maximization. This is to ensure
that the money collected for a particular year is allocated for investment purposes to support Muslims
growth. In case there is a failure to pay, the zakat bank recovery processes will not adopt the current
practices. Surah al-Baqgarah will be adopted in dealing with genuine defaulters.

Chapter 7 focuses on The Current Practice and Expected Transformation of Zakah Institution in Ye-
men in Light of the Current Crisis. Zakah institution has been governed and managed by the government,
and its administration is formed under the responsibility of the Zakah Agency, and later on under the
local counsel of each locality. The management and administration under this agency has been criticized
of being less transparent on Zakah resources of both collections and distributions issues. Therefore,
Zakah collections have suffered inefficiency due to low level of confidence in the governmental agen-
cies assigned to collect Zakah funds. This encourages Zakah payers to always seek an alternative way
to channel Zakah funds, which has been found in other voluntary organizations to carry the same role
that the government should have made in collection of Zakah funds.

Chapter 8 describes Zakat Management and Economic Sustainability in the United Arab Emirates.
This chapter enhances the Zakat framework and theme providing live examples from United Arab
Emirates (UAE) practice. IN UAE, Zakat Payment is directly linked to Sustainable Development Goals,
given that Zakat revenues contribute to eradication of poverty and hunger, promote good health and
well-being, and contribute to the provision of quality education, decent work, and economic growth.
The significance of this chapter is mainly a potential of improving the awareness of the Islamic com-
munities about the importance of the zakat implementation. Also it helps individuals and authorities in
managing the Zakat and recognizing the role of Zakat worship in making a big difference in the human
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being’s life and living standards. In this regard, the concern not only getting funds or giving money, but
also to promote sustainable community development.

Chapter 9 is mainly concerned with Zakat distribution framework (FinTech). This new system should
bring about a stronger Zakat system with substantial advantages to society and nation. Still numerous
reformations are needed to attain the objectives of Zakat and social welfare along with the realization
of sustainable development goals in OIC countries.

Chapter 10 examines the Impact of Zakat on the economy, organization, and Moral and Social, Zakat
is a thanksgiving, for the blessings given by Allah (SWT) to muzakki, because it has been given the
wealth compared to the others. It is an instruction for Muslims to obey of paying zakat as stated in the
Al-Qur’an and hadith. The discussion above mentioned the promising benefits and potentials that can
be derived from zakat i.e. social, moral and economic prosperity. It is beyond of what people assumed
about zakat which obviously play a strategic role for an individual and society. Moreover, this result
denies the negative arguments of Western scholars on the concept of Islamic economy that include zakat.

Chapter 11 describes Zakat accounting from the Quran and Hadith, many would say that most of
Quranic verses in relation to the zakat are as a compulsory payment and its function as one of the im-
portant pillars of Islam.

Chapter 12 describes Zakat Capable of Alleviating Poverty and Reducing Income Inequality. This
chapter mainly aims to discuss the role of zakat in alleviating poverty and reducing income inequality,
specifically in Malaysia. This chapter elaborates on the interlinkages between the institution of zakat
and Maqasid-al-Shari’ah. Deliberate Malaysian zakat institution as well as discuss the strategies and
policies implemented by the Malaysia government in poverty eradication and income inequality reduc-
tion. Further, this chapter also explains the role of Malaysian zakat institutions in supporting govern-
ment poverty eradication and income inequality reduction initiatives. This chapter offers practical help
to practitioners in providing a direction for zakat institutions in supporting the daily living of the poor.

Therefore, Chapter 13 describes Zakat system in Brunei Darussalam, inefficiency in social finance is
due to a lack of standardisation in social finance such as zakat and wagqf laws. This chapter submit that
Brunei needs standardisation and unification to speed up the process of strengthening social finance.
Brunei is controlled under one power of monarch sovereignty and Islamic laws are ruled as part of the
law in the country.

Therefore, Chapter 14 describes integration and Development of Zakat Collection and Distribution
in the Islamic Finance Industry, it is a common practice in all Muslim societies that everyone should
pay and distribute zakat by him or herself. Islamic banks face the challenge of trust that may affect their
core business. Islamic banks should work to increase the trust of Muslims to convince them that Islamic
banks can act as agents on their behalf to collect and distribute zakat funds. Accepting this role of Islamic
banks in Muslim societies is a big challenge that requires banks to work hard to spread and increase
the awareness of Muslims about the advantages of collecting and distributing zakat funds by Islamic
banks. The banks should emphasize that they will do their best to deliver zakat funds to those who are
really in need and will execute real development projects that fight and eradicate poverty from societies.

Adel Sarea
Ahlia University, Bahrain
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ABSTRACT

When the Islamic bank was fivst established in 1963, thev realised leveraging on the conventional platform
Was an easy way out fo create an fslamic banking svstem. Despite of financial oweery, multiplications,
and lack of welfare on the customers, the bank continues championing the financial system. Behaving as
an alternarive 1o the conventional financing, {slamic banking is no differens. With all the convenrional
guidelines and controlled regulatioms of IMF and the World Bank, the fslamic bank's hands are vied.
Nothing much has been done o ensure a complete move ont to assist customers in getting “good finane.
ing facilive, which is humane in natre. This chaprer is an attempi to explore Zakar Bank out of bank-
ing furare using a Zakat platform. The finding sugpests that the establishment of Zakat Bank is crucial
to ensure the true financing based on Shariah principles and guidelines. This chapter adopis library
vesearah including reports and guidelines from the financial regulators. The chaprer concludes with a
proposed model for a Zakar Bank for authoritys consideration.
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