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Abstract — The purpose of this study is to measure
the efficiency and stability of zakat institutions in
Indonesia and Malaysia. There are 14 zakat
institutions that will be analyzed wusing data
envelopment analysis (DEA) window analysis during
the period of 2016 to 2020. The result shows that the
average efficiency of zakat institution is 78% during
the observation period. The inefficiency of zakat
institutions from both countries is caused by the less-
than-optimal distribution of zakat funds. The best
performing zakat institutions are Selangor, BSMU,
BRI Foundation, and Baznas because they have the
highest efficiency and stability. This study has filled the
gap in previous studies that measure the efficiency of
zakat institutions with the standard DEA approach.
Zakat institution managers can identify potential
improvements in input and output variables to achieve
maximum level of efficiency.
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1. Introduction

Zakat aims to purify wealth of Muslims, as a
pillar of Islam that must be done [1], [2], and is used
to help people in need [3]. Zakat must be issued to
every Muslim who is included in the obligatory zakat
requirements. Of the income they get, they are
required to spend a portion or at least 2.5% when
they reach the nishab (the minimum required wealth
for Muslims to fulfill the zakat obligation) [4]. The
zakat funds that are collected are distributed to
people who are entitled to receive =zakat [5].
Therefore, the function of zakat is as an equalization
of wealth which is one of the important instruments
to reduce poverty in the social environment [6].

The practice of zakat in several countries is
almost the same, zakat funds are collected and the
government manages it. Zakat is paid to business
actors or workers whose assets reach al-nishab (the
minimum criterion for the number of assets owned is
one year before the zakat is due). Zakat from cash
assets, stocks, gold, and business goods which are
paid annually to certain recipients, can support a
country's economic growth [7]. Zakat can increase
the growth of gross domestic product (GDP) in a
country [8]. In addition, zakat has a role as a balancer
in the economy and can help overcome the problem
of poverty in a country [9], [10].

Muslims are required to pay zakat, however, zakat
institutions consistently perform considerably below
expectations. There are still many Muslims who live
below the poverty line which indicates that zakat
institutions are not running well [11]. Both receiving
zakat funds and allocating zakat funds, zakat
institutions face challenges. According to research by
[12], zakat makes it easier for mustahiq (in
need/poor) to get out of poverty. An effective social
fund management program is a solution to alleviate
poverty. However, the majority of nation's social
security programs are not yet productive [13].
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Therefore, there needs to be an institution that can
manage zakat from those who provide funds to those
who receive funds efficiently to gain public trust and
run effectively [14], [15]. The evaluation displays
questions from various parties regarding efficiency in
managing the zakat funds. Given the public concerns
that have arisen, there is still very limited research
exploring of the use of zakat funds efficiency.

Research on zakat has focused on administration
[16], accounting [17], and fund distribution [ 18] both
theoretically and empirically. Research is also
concerned with the relationship between zakat and
unemployment [19], [20] or the relationship between
zakat and poverty [9], [10], [14]. Most evaluations of
zakat funds use a descriptive approach [21], a
mathematical model approach [22], and a literature
approach [1], [23]. However, research regarding
Islamic social finance is still limited [13]. There is no
study that evaluates the stability of zakat fund
efficiency.

Various studies regarding the growth of zakat are
devoted to one country, such as Indonesia [10], [24],
Malaysia [22], [25], Algeria [1], Bangladesh [26],
and Nigeria [27]. However, they do not compare
several countries. Currently, Malaysia is a country
that conducts a lot of research on Islamic social
finance [13]. In fact, Islamic social finance has the
potential to be developed in Indonesia [23], [12].
Thus, this study will use a cross-country approach.

Figure 1. shows the increasing growth of zakat
collection in Indonesia and Malaysia in 2014-2020.
The average increase each year in Indonesia is 24%,
and in Malaysia it is 10%. However, there is still a
gap between the collection and distribution of zakat
due to the inefficiency of zakat institutions. In
Indonesia, this happens because of the low
accountability and transparency in the management
of zakat funds [28]. Indonesia and Malaysia have
similarities, namely the low perception of public
awareness and needs in its use to distribute zakat
[29].
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Figure 1. Zakat collection in Indonesia and Malaysia in
2014-2018
Source: Baznas, PPZ MAIWP.
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The purpose of this research is to assess the
efficiency of zakat funding using data envelopment
analysis (DEA) and identify the stability by window
analysis. Compare the levels of efficiency and
stability in Indonesia and Malaysia. The findings of
this study provide substantial implications for
improving zakat practices in Malaysia and in
Indonesia. Thus, this is the first study that measures
the efficiency and stability of zakat institutions in
Indonesia and Malaysia. This study is organized as
follows. The following section discusses the zakat
literature, its efficiency, and output. The third section
discusses the process for measuring the efficiency
and stability of zakat institutions. The fourth section
summarises the findings, and the last section
concludes.

2. Literature Review

Signaling theory explains how organizations have
incentives to provide information to other
organizations. This encouragement is the result of
asymmetric information between management and
outsiders, in which management is privy to more and
more timely internal organizational information than
outsiders [30]. The motivation of management to
offer information on the handling of zakat funds is
expected to send a favorable signal to zakat payers
and the general public.

LAZ (Lembaga Amil Zakat) is a state institution
that plays a role in collecting and distributing zakat
in a country. Zakat management institutions
experience changes from time to time. The changes
were mainly influenced by the prevailing government
policies. In general, the government's policy on zakat
shows the expected improvement so that every
change becomes more regular and has national reach.
Zakat is an order from Allah Subhanahu wa ta'al a-
Arabic for "The most glorified, the most high",
which is obligatory for those who believe and can
afford the assets they have which of course have
reached the nishab specified by the conditions aimed
solely at purifying themselves and their assets which
can be distributed to the allocations set out in the Al-
Qur'an.

As one of the pillars of Islam, zakat is mandatory
for all muslims who have fulfilled the conditions.
Anyone who denies this is considered a disbeliever,
and those who refuse to pay zakat will be fought.
Therefore, zakat cleanses the soul from greed and
avarice.

Zakat is an economic stimulant; therefore, it
bolsters the ability to attract substantial investment
and promotes higher production in the economic
cycle of a region. Even on a macro scale, zakat will
be able to enhance aggregate demand since it will
increase people's purchasing power.
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Making zakat obligatory for both individuals and

the government could significantly  boost
employment opportunities and decrease
unemployment.

Efficiency refers to the degree of accomplishment
of a task, which is evaluated by the quantity of input
utilized or expended to attain the desired output or
outcome. Efficiency can be enhanced by producing
more output with the same input. In case where
financial framework can give more products and
administrations to society without devouring extra
assets, it is considered more proficient. Most of the
previous researches on efficiency have mainly
concentrated on cost efficiency [31], [32], [33].
However, researches by [34], [35] showed that
inefficient income also influences the efficiency of
an institution.

The combination of waqf, zakat, alms and
community funds can make a significant contribution
to community empowerment if managed properly
[27]. Furthermore, it is stated in the study [17]
indicating that Islamic social financial tools,
particularly zakat, infaq, and waqf, might contribute
to the economic rehabilitation of the country
following the crisis. In addition, Islamic social
finance can be utilized to urge Muslim-majority
nations to achieve sustainable development goals
(SDGs) based on magqasid sharia [36].

Paper [37] analyzes the efficiency of Algeria's
zakat fund management. The analysis revealed that
despite the fund's effectiveness in assisting a large
number of recipients, the results have been inefficient
relative to the fund's potential. This concludes the
importance of efficiency in the zakat institution. The
governance practices of Malaysian zakat institutions
show an increase in efficiency [22]. Zakat institutions
in Indonesia have also experienced an increase in
efficiency [38]. Developing zakat institutions in
Indonesia requires greater accountability and
openness in the administration of zakat funds.
Indonesia's accumulation and distribution of zakat
payments can be increased by implementing suitable
resource management strategies [28].

Previous researchers said Islamic finance is a
social responsibility based on ethical and moral
relationships [39]. However, there is still very limited
research that measures or assesses the social
component of Islamic finance. Previous research on
Islamic social finance predominantly uses a
theoretical approach [13]. There is still very limited
research that comprehensively measures the
efficiency of zakat funds from various countries.
Malaysia and Indonesia are countries that have a
large role in collaborative zakat research [40].
Effectiveness in collecting and distributing zakat in
Indonesia and Malaysia has been proven to reduce
the level of poverty.
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This country has become a model for many other
countries in managing zakat [41].

Indonesia has more Muslim population than
Malaysia, but the zakat collection in Indonesia is still
far below Malaysia. According to data from the
Indonesian National Amil Zakat Agency (BAZNAYS),
only about 0.23% of the population pays zakat, while
in Malaysia more than half of the Muslim population
pays zakat through legitimate zakat institutions.

Based on previous studies, it has been found that
studies that discuss the performance of zakat
institution efficiency are conducted using data
envelopment analysis method [1], [38], [28].
However, DEA measurement has been modified to
produce a more robust measurement, one of which is
the DEA window analysis method. Measurement
consistency can be overcome by measures such as
Long Distance per Year (LDY), Long Distance per
Window (LDW), Long Distance per all Period
(LDP), and standard deviation (SD). Therefore, this
study has filled the gap by conducting DEA window
analysis on zakat institutions in Indonesia and
Malaysia covering the period 2016 to 2020.

3.  Methodology

This study analyzes the efficiency and stability of
14 zakat institutions using DEA with a window-
based approach. The sample of this research is zakat
institutions  that publish complete financial
statements during the observation period 2016 to
2020. Furthermore, the same number of samples
from each country is selected to conduct a difference
test. Table 1 describes the list of zakat institutions
that are sampled in this study.

DEA is a quantitative research methodology used
to estimate the relative efficiency of a business unit
in using its resources. DEA with linear mathematical
techniques can compare between units that have
different inputs and outputs [42]. Efficiency is
measured by analyzing the inputs and outputs
variables. Zakat collection and zakat fund
expenditure are the inputs variables measured in this
study. The output of this research is a distribution of
alms or zakat.

The Banker Charnes Cooper (BBC) or Variable
Return to Scale (VRS) approach is used in this
research namely, the increase in input and output is
not constant. The increase in inputs and outputs is not
always proportional but can increase or decrease.
This approach will produce an efficiency value for
each zakat institution as measured by the DEA
method. DEA provides efficiency results in the form
of an efficiency ratio between the output produced
and the input used by a unit.
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The results from the DEA analysis can be used to
identify efficient and inefficient units and provide
insights to improve operational efficiency. This
analysis can help management develop strategies to
improve business efficiency.

The formula for the BCC model is as follows:

Yj=1to n Ajyj / uj
¥k=1 to m Akxik / vik

Efficiency score of DMU i =

+ Efficiency score of DMU i is the ratio of
weighted outputs to weighted inputs for DMU i

* 1 is the number of DMUs

* m is the number of inputs

* yj is the output of DMU j

 xik is the input i of DMU k

* )j and Ak are the weights assigned to each DMU

* uj and vik are the scaling factors that adjust for
variable returns to scale

In the second stage, window analysis was
conducted. This analysis provides an overview of
efficiency stability through several summary
statistics, namely Long Distance Per Year (LDY),
Long Distance per Window (LDW), Long Distance
per all Period (LDP), and standard deviation (SD)
[43].

LDY is the most substantial indicator that shows
the level of stability of each zakat institution studied.
LDW is an indicator that shows the most significant
difference of each efficiency score in one window in
each zakat institution. LDP is an indicator that shows
the most significant difference of each efficiency
score from all years observed in the whole window
of each zakat institution. The smaller the LDY,
LDW, and LDP scores, the more stable the efficiency
achieved by each zakat institution, and vice versa.

Mean is the average value of the efficiency scores
generated from all years observed within the whole
window owned by the zakat institution. Meanwhile,
standard deviation is the deviation wvalue that
measures the difference in the average efficiency
level of zakat institution for each window, the
smaller the standard deviation shows the more stable
the efficiency level of zakat institution.

Table 2. Descriptive statistics

This research uses an intermediation approach
that assumes that zakat institutions act as
intermediaries between the zakat fund payers and the
zakat fund recipients. The intermediation approach
measures the ability to manage zakat funds in
distributing zakat funds. The quotation/total amount
of zakat collection (ZC) money; and amil expenses,
namely zakat expenditure (ZE), are the input data in
this study. In Indonesia and Malaysia, the output
used to assess zakat efficiency is the distribution/total
amount of zakat distribution (ZD).

Table 1. List of the selected zakat funds in Indonesia and
Malaysia

Decision Making Unit  Zakat Institution

DMUT1 (Indonesia) Baznas

DMU2 (Indonesia) BRI Foundation

DMU3 (Indonesia) BSMU

DMU4 (Indonesia) Dompet Duafa

DMUS (Indonesia) Dewan Dakwah

DMUG6 (Indonesia) Rumah Zakat

DMU7 (Indonesia) Rumah Yatim Ar
Rohman

DMUS (Malaysia) Kedah

DMU9 (Malaysia) Pulau Pinang

DMUI10 (Malaysia) Terengganu

DMUI11 (Malaysia) Melaka

DMUI12 (Malaysia) Sabah

DMU13 (Malaysia) Selangor

DMU14 (Malaysia) Pahang

4. Results and Discussion

Table 2 shows the total inputs, outputs, and
efficiency values, for all zakat institutions in
Indonesia and Malaysia period 2016 to 2020.

The mean, median, standard deviation, minimum
value, and maximum value of each indicator in this
study are shown in Table 2. The number of samples
is 70 consisting of 14 zakat institutions during the
period 2016-2020. The inputs used in measuring the
efficiency of zakat institutions consist of zakat
collection, zakat fund expenses. The output used is
zakat distribution.

Variables N Minimum Maximum Mean Std. Deviation
Output 1: Zakat 70 1172345.79 167501684.02 26278007.57 36061868.98
distribution (ZD)

Input 1: Zakat 70 1131280.45 200850439.46 29934200.89 42456167.09
Collection (ZC)

Input 2: Zakat fund 70 123758.46 25106304.96 3794124.43 5313141.27
Expenses (ZE)

Efficiency 70 0.41 1.00 0,84 0.13
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4.1. The efficiency of Zakat Institutions in Indonesia
and Malaysia

Based on the calculation result of DEA method
with VRS assumption on intermediation approach
using DEAP 2.1 Software, it can be seen the
efficiency score of zakat institution in Indonesia and
Malaysia in Table 3. The zakat institution with the
highest score in Malaysia is Selangor with 94%.
Dewan dakwah has the highest efficiency score in
Indonesia which is 88%. BSMU is the zakat
institutions that mostly achieve 100% efficiency
during the observation period.

The average efficiency of zakat institution is 78%.
Zakat institutions in Indonesia that achieved above
average efficiency score during the observation year
are BRI Foundation, BSMU, and Dewan Dakwah. In
addition, in Malaysia there are Terengganu, and
Selangor zakat institutions.

Meanwhile, zakat institutions that have the lowest
efficiency score in Malaysia and Indonesia are
Melaka with 64%, Rumah Yatim Ar Rohman with
75,6%. The inefficiency of zakat institution in
Indonesia and Malaysia is caused by the non-
achievement of the target of zakat revenue and
distribution from the =zakat institution. The
distribution of zakat is still not optimal, the
effectiveness of the use of zakat funds is still low,
and the management costs are high.

Table 3. Zakat institution efficiency in Indonesia and Malaysia

Score
DMU Mean
2016 2017 2018 2019 2020

Baznas 0.57 0.71 0.99 0.76 0.76 0.76
BRI 0.73 0.61 1.00 0.95 0.85 0.83
BSMU 0.41 1.00 1.00 1.00 0.82 0.85
D. Duafa 0.82 0.68 0.77 0.79 0.68 0.75
D.Dakwah 1.00 0.89 0.84 0.97 0.70 0.88
R.Zakat 0.73 0.77 0.74 0.83 0.72 0.76
RYA 0.94 0.74 0.68 0.71 0.72 0.76
Kedah 0.85 0.82 0.74 0.76 0.75 0.78
P Pinang 0.74 0.80 0.62 0.67 0.69 0.70
Terengganu 0.92 1.00 0.91 0.87 0.73 0.89
Melaka 0.73 0.62 0.68 0.66 0.52 0.64
Sabah 0.73 0.62 0.69 0.64 0.69 0.67
Selangor 0.98 0.75 1.00 1.00 0.99 0.94
Pahang 0.80 0.81 0.74 0.66 0.72 0.75
Mean 0.78 0.77 0.81 0.80 0.74 0.78

Source: DEAP 2.1

With the intermediation approach, several zakat
institutions experience the inefficiencies described
previously. Following are the details of the input-
output that cause inefficiency in each of these zakat
institutions. The actual value is the input-output
value used.

TEM Journal — Volume 13 / Number 1/ 2024.

The target is the expected achievement to reach a
relative efficiency level. Potential improvement is the
percentage of increased efficiency to achieve the
expected value or the gap between the expected
actual value and target. Potential improvements for
achieving the efficiency of zakat institutions in
Indonesia are detailed in Table 4.
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Table 4. Potential improvement of input-output (Indonesia)

Year Baznas BRI BSMU D.Duafa D.Dakwah R.Zakat RYA  Mean
2016  Efficiency 0.57 0.73 0.41 0.82 1.00 0.73 0.94 0.74
ZC - - - - - - - -
ZE -0.61 -0.03 - -0.48 - - -0.19  -0.33
ZD 0.75 0.37 1.42 0.22 - 0.37 0.07 0.53
2017  Efficiency 0.71 0.61 1.00 0.68 0.89 0.77 0.74 0.77
ZC - - - - - - - -
ZE -0.57 - - -0.49 - - -0.06  -0.37
ZD 0.42 0.65 - 0.48 0.12 0.30 0.36 0.39
2018  Efficiency 1.00 1.00 1.00 0.77 0.84 0.74 0.68 0.86
ZC - - - - - - - -
ZE - - - -0.58 -0.14 - -0.03  -0.32
ZD - - - 0.31 0.19 0.35 0.47 0.33
2019  Efficiency 0.76 0.95 1.00 0.79 0.97 0.83 0.71 0.86
ZC - - - - - - - -
ZE -0.48 -0.10 - -0.37 -0.31 - -0.14  -0.28
ZD 0.32 0.06 - 0.27 0.03 0.21 0.42 0.22
2020  Efficiency 0.76 0.85 0.82 0.68 0.70 0.72 0.72 0.75
ZC - - - - - - - -
ZE -0.39 - - -0.37 -0.28 -0.32 -0.13  -0.30
ZD 0.33 0.18 0.22 0.47 0.44 0.39 0.39 0.34

Source: DEAP 2.1

The average efficiency of all zakat institutions in
Indonesia has increased period 2016 to 2019, namely
74%, 77%, 86%, and 86%. However, it experienced
a decrease in 2020 of 75%. Technical efficiency is
measured  from  technical and  operational
relationships in the process of converting input into
output. This means that to increase efficiency it is
sufficient to control and manage resources to the
maximum. The inefficiency of the intermediation
approach occurs in the input variable, namely zakat
fund expenses, and the output variable, namely zakat
distribution.

Inefficiency in the use of input zakat fund
expenses by zakat institutions is shown from the total
zakat fund expenses which is greater than the target.
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This indicates that its role as an input is not
optimal to produce output. The management of this
zakat fund can be allocated to the development of a
system that can make it easier for people to pay
zakat. So ‘that it can increase the number of zakat
receipts and the impact on the greater output of zakat
distribution given. The greatest inefficiency occurs in
the output of zakat distribution which has not reached
the target. Inefficiency can be increased by
optimizing the distribution of infaq and zakat funds
to people who are entitled to receive them. Effective
human resource management can influence
improving the administration of zakat in distributing
zakat funds [49].
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Table 5. Potential improvement of input-output (Malaysia)

Year Kedah P Pinang Terengganu Melaka  Sabah Selangor Pahang  Mean
2016  Score 0.85 0.74 0.92 0.73 0.73 0.98 0.80 0.82
ZC - - - - - - - -
ZE -0.14 -0.18 -0.03 -0.37 -0.07 - -0.13  -0.15
ZD 0.18 0.35 0.09 0.38 0.37 0.02 0.25 0.23
2017  Score 0.82 0.80 1.00 0.62 0.62 0.75 0.81 0.77
ZC -0.06 - - - - - - -0.06
ZE - -0.08 - -0.29 - 0 -0.10  -0.12
ZD 0.22 0.25 - 0.61 0.62 0.34 0.23 0.38
2018  Score 0.74 0.62 0.91 0.68 0.69 1.00 0.74 0.77
ZC - - - - - - - -
ZE -0.28 - - -0.38 - - -0.13  -0.26
ZD 0.35 0.60 0.10 0.48 0.46 - 0.36 0.39
2019  Score 0.76 0.67 0.87 0.66 0.64 1.00 0.66 0.75
ZC - - -0.04 - - - - -0.04
ZE -0.13 -0.02 - -0.30 - - - -0.15
ZD 0.32 0.50 0.15 0.51 0.57 - 0.51 0.43
2020  Score 0.75 0.69 0.73 0.52 0.69 0.99 0.72 0.72
ZC -0.04 - -0.02 - - -0.06 - -0.04
ZE - -0.13 - -0.31 - -0.06 -0.04  -0.13
ZD 0.34 0.45 0.37 0.94 0.57 0.01 0.40 0.44

Source: DEAP 2.1

Table 4 shows the potential improvements to
achieve the efficiency of =zakat institutions in
Malaysia. The average efficiency of all zakat
institutions in Malaysia has decreased from 2016 to
2020, namely by 82%, 77%, 77%, 75%, and 72%.
The greatest inefficiency is caused by the output
variable of zakat distribution which has not reached
the target or is less than optimal in the distribution of
zakat. The average potential improvement of the
output variable increases every year, meaning that
zakat institutions are less effective in distributing
zakat funds to people in need. The ineffective
management of human resources is one of the causes
of inefficiency in the variable input zakat fund
expenses. Training for amil can increase their
knowledge and skills in managing zakat funds fairly
and effectively [44]. The last inefficiency of the
output variable zakat collection is still not optimal for
distribution, because it is still below the target of
achieving 100 percent efficiency. Inefficiency also
occurs in the input of zakat collection that exceeds
the efficient target. However, the inefficiency in the
collection of zakat is not significant and occurs only
in a few years.

TEM Journal — Volume 13 / Number 1/ 2024.

Table 6. Independent samples test

Sig. (2-tailed)

Zakat Institution  Equal variances 0.378
Efficiency assumed
Equal variances 0.378

not assumed

Source: SPSS

The findings from the independent samples test of
difference are shown in Table 5. Sig. (2-tailed) >
0.05, then it was found that there was no significant
difference between the efficiency of zakat institutions
in Indonesia and Malaysia. These findings support
the result [40]. Indonesia and Malaysia have become
a reference for other countries in managing zakat
[41]. The inefficiencies of these two countries are
dominated by the output variable of zakat
distribution or zakat distribution. In terms of zakat
distribution, the two countries have implemented
social programs aimed at helping zakat recipients,
such as educational, health, and social assistance
programs. However, there is still a lack of accurate
data on zakat recipients and supervision of the use of
zakat funds.
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4.2. Stability of Zakat Institutions in Indonesia and
Malaysia

After conducting efficiency testing with DEA,
window analysis is conducted to determine the
efficiency stability of each zakat institution. The
determination of adequate window length is adopted
from [45]. Thus, the window analysis in this study is
divided into 3 windows, where the length of each
window is 3 years.

Table 7 shows the summary of window analysis
test results in Indonesia which provides 4 analysis
indicators, namely Long Distance per Year (LDY),
Long Distance per Window (LDW), Long Distance
per All Period (LDP), and standard deviation (SD).
The main indicator used to see the stability of
efficiency is Long Distance Per Year (LDY). The
smaller the LDY value, the better the efficiency
stability of the zakat institution.

Table 7. DEA Window Analysis of Indonesian Zakat Institution

Efficiency Score

Summary Measures

Zakat Window Mean/  The
Institution 2016 2017 2018 2019 2020 . SD LDW LDP
Window Mean

Baznas W1 0.57 0.71 1.00 0.76
w2 0.71 1.00 0.76 0.82 0.82 0.06 043 043
W3 1.00 0.81 0.84 0.88
LDY X 0.00  0.00 0.06 X 0.06

BRI Wi 0.73  0.61 1.00 0.78
w2 0.61 1.00 0.95 0.85 0.86 0.08 040 040
W3 1.00 0.96 0.86 0.94
LDY X 0.00  0.00 0.01 X 0.01

BSMU Wi 041 1.00 1.00 0.80
w2 1.00 1.00 1.00 1.00 0.92 0.10 0.59 0.59
W3 1.00 1.00 0.84 0.95
LDY X 0.00  0.00 0.00 X 0.00

D. Duafa Wi 0.82 0.68 0.77 0.75
w2 0.68 0.77 0.79 0.74 0.76 0.03 0.12 0.18
W3 0.80 0.85 0.73 0.79
LDY X 0.00 0.03 0.07 X 0.07

D. Dakwah Wi 1.00  0.89 0.84 0.91
w2 1.00 090 1.00 0.97 0.93 0.03 029 029
W3 1.00 1.00  0.71 0.90
LDY X 0.11 0.16 0.00 X 0.16

R Zakat Wi 073 0.77 0.75 0.75
w2 0.77 0.74 0.83 0.78 0.78 0.04 0.11 0.16
W3 0.80 0.89 0.78 0.82
LDY X 0.00 0.06 0.06 X 0.06

RYA Wi 094 074 0.68 0.78
w2 0.74  0.68 0.71 0.71 0.74 0.04 026 0.26
W3 0.68 0.73  0.76 0.72
LDY X 0.00  0.00 0.03 X 0.03

The most stable zakat institution in Indonesia is
BSMU with the lowest Long Distance Per Year
(LDY) score of 0 and a high average efficiency score
of 92%. However, it has a high LDW and LDP score
0f 0.59. This shows a significant change in efficiency
in 2016-2017, from an efficiency score of 0.41 to a
perfect efficiency of 1. Meanwhile, the Da'wah
Council is the least stable zakat institution with high
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efficiency, as it has the highest LDY score of 0.16,
and the highest average efficiency of 93%.

The efficiency trend of =zakat institution in
Indonesia has increased from each window period 1
to 3. However, Rumah Yatim Ar Rohman zakat
institution has decreased efficiency from each
window period.
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Table 8. DEA Window Analysis of Malaysia Zakat Institution

Zakat

Efficiency Score

Summary Measures

mstiution "M% o016 2017 2018 2019 2000 Mea  The o ypw pp
Window Mean

Kedah wi 085 082 074 0.80
W2 082 074 076 077 080 002 011 0.1
W3 081 082 080 081
LDY x 000 007 006 x 0.06

PPinang  WI 0.74 080 0.62 0.72
W2 080 062 067 070 072 002 018 0.8
W3 071 076 0.78  0.75
LDY x 000 008 009 x 0.09

Terengganu W1 092 100 091 0.94
W2 100 091 087 093 093 001 021 021
W3 100 095 079 092
LDY x 000 009 008 x 0.09

Melaka wi 073 062 068 0.68
W2 062 068 066 065 067 001 016 0.6
W3 073 073 057  0.68
LDY x 000 005 006 x 0.06

Sabah Wi 073 062 069 0.68
W2 062 069 0.4 0.65 069 004 011 0.14
W3 0.74 069 076 0.3
LDY x 000 005 005 x 0.05

Selangor W1 0.98 0.75 1.00 0.91
W2 075 100  1.00 092 094 005 025 025
W3 100 1.00 099  1.00
LDY x 000 000 000 x 0.00

Pahang wi 080 081 074 0.78
W2 081 074 066 074 077 003 015 0.6
W3 084 073 082 0.9
LDY x 000 010 007 x 0.10

The summary of window analysis of Malaysia
zakat institution can be seen in Table 8. Selangor is
the most stable zakat institution and has the highest
efficiency score. Selangor has LDY score of 0 and
average efficiency of 94%. The zakat institution also
experienced the most significant change in efficiency
with LDW and LDP scores of 0.25. Meanwhile,
Pahang has the least stability in Malaysia during the
observation period with LDY score of 0.1.

The efficiency of zakat institution in Malaysia has
decreased from window period 1 to 2. However, the
trend increased in period 3. However, Selangor
experienced an increase in efficiency from period 1
to 3.

TEM Journal — Volume 13 / Number 1/ 2024.

To further evaluate the performance of zakat
institutions in Indonesia and Malaysia, we classify
them based on their efficiency and stability into four
quadrants. Quadrant I consists of zakat institutions
with high efficiency score and high stability which
are the top performers. Quadrant II consists of zakat
institutions with high efficiency but low stability.
Meanwhile, zakat institutions with low efficiency but
high stability are in quadrant III. Finally, quadrant IV
consists of zakat institutions with low efficiency
score and less stable. The efficiency score is obtained
from the average efficiency of the window analysis
result, and the stability is based on the LDY score.
Figure 2. shows the details of the quadrant
categories.
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Figure 2. Efficiency-Stability Efficiency Quadrant of Zakat Institutions

There is 1 zakat institution in Malaysia, and 3
zakat institutions in Indonesia that are in quadrant 1.
Selangor, BSMU, BRI Foundation, and Baznas are
top performing zakat institutions that have high
efficiency and high stability. The efficiency of the 4
zakat institutions has increased during the period
2016 - 2019. However, it experienced a slight
decrease in 2020 due to less than optimal in
distributing zakat.

Quadrant II consists of 1 zakat institution in
Indonesia, namely Dewan Dakwah, and 2 zakat
institutions in Malaysia, namely Terengganu, and
Kedah. These three zakat institutions have high
efficiency but tend to be less stable. Da'wah Council
is the zakat institution that is least able to maintain
the stability of its efficiency level.

Rumah Zakat, Rumah Yatim Ar Rohman, and
Sabah are zakat institutions that have low efficiency
but able to maintain its stability during the
observation period. In Quadrant III, the =zakat
institution with the lowest efficiency level is Sabah.
The inefficiency is caused by the unachieved target
of zakat distribution.

Dompet Duafa, Pahang, Pulau Pinang, and
Melaka are the zakat institutions with the worst
efficiency and stability during the observation period.
These zakat institutions have not been able to achieve
efficiency and maintain stability. The zakat
institution in this quadrant makes negligible progress.
This is because zakat institutions are less effective in
managing resources and distributing zakat funds.
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5. Conclusion

The findings of this study contribute to an
improved understanding of the operational
performance of zakat funds in Malaysia and
Indonesia. Overall, the technical efficiency of zakat
institutions in Indonesia and Malaysia fluctuated
during the period 2016-2020. The inefficiency of
both countries is mainly influenced by the output
variable of zakat distribution. So it is very important
to improve the management of the distribution of
zakat funds.

There is no significant difference in the efficiency
level of zakat institutions in Indonesia and Malaysia.
Both countries have great potential to improve the
management capabilities of zakat institutions and
utilize technology in managing zakat funds to
increase transparency and accountability in zakat
management.

Based on window analysis, the one with the
highest average efficiency score during the 2016-
2020 period is Selangor zakat institution with a score
of 94%. The top performing zakat institutions are
Selangor, BSMU, BRI Foundation, and Baznas
because they have the highest efficiency and
stability.

By using the DEA window analysis research
method in calculating the efficiency level of zakat
institutions in Indonesia and Malaysia, this research
has filled the gap of previous studies which mostly
use the standard DEA approach. The result of this
research can help zakat institution in evaluating the
efficiency score. By referring to the input and output
variables, the manager of zakat institution can
identify the variables that need to be improved in
order to obtain the maximum level of efficiency.

TEM Journal — Volume 13 / Number 1/ 2024.



TEM Journal. Volume 13, Issue 1, pages 303-314, ISSN 2217-8309, DOI: 10.18421/TEM131-32, February 2024.

References:

[1].

[5].

[7].

[8].

[11].

[12].

[13].

. Boonyamanond,

Djaghballou, C.-E., Djaghballou, M., Larbani, M., &
Mohamad, A. (2018). Efficiency and productivity
performance of zakat funds in Algeria. International
Journal of Islamic and Middle Eastern Finance and
Management, 11(3), 474-494.

Doi: 10.1108/IMEFM-07-2017-0185

S., & Chaiwat, P. (2020).
INVESTIGATING ZAKAT PAYMENT OF THAI
MUSLIMS. Journal of Islamic Monetary Economics
and Finance, 6(1). Doi: 10.21098/jimf.v6i1.1201

. Barizah, N., Rahman, A., & Rahim, A. (2007). A

Comparative Study of Zakah and Modern Taxation.
Journal of King Abdulaziz University: Islamic
Economics, 20(1).

. Bin-Nashwan, S. A., Abdul-Jabbar, H., Aziz, S. A.,

& Haladu, A. (2020). Zakah compliance behavior
among entrepreneurs: economic factors approach.
International Journal of Ethics and Systems, 36(2),
285-302. Doi: 10.1108/IJOES-09-2019-0145
Brown, T. T. (2009). Rational praying: The
economics of prayer. The Journal of Socio-
Economics, 38(1), 37—44.

Doi: 10.1016/j.s0cec.2008.07.006

. Muhammad, S. A., & Saad, R. A.-J. (2016).

Moderating Effect of Attitude toward Zakat
Payment on the Relationship between Moral
Reasoning and Intention to Pay Zakat. Procedia -
Social and Behavioral Sciences, 219, 520-527.

Doi: 10.1016/j.sbspro.2016.05.029

Igbal, M. M. (2015). Inclusive Growth with Zakat.
The Pakistan Development Review, 54(4), 997—
1010.

Ben Jedidia, K., & Guerbouj, K. (2021). Effects of
zakat on the economic growth in selected Islamic
countries: empirical evidence. International Journal
of Development Issues, 20(1), 126—-142.

Doi: 10.1108/1JDI-05-2020-0100

. Hoque, N., Khan, M. A., & Mohammad, K. D.

(2015). Poverty alleviation by Zakah in a transitional
economy: a small business entrepreneurial
framework. Journal of Global Entrepreneurship
Research, 5(1). Doi: 10.1186/S40497-015-0025-8

. Aisha, E., Aisha Khasandy, E., & Badrudin, R.

(2019). The influence of zakat on economic growth
and welfare society in Indonesia. Integrated Journal
of Business and Economics , 3(1), 65-79.

Hassan, N. M., & Noor, A. H. M. (2015). Do Capital
Assistance Programs by Zakat Institutions Help the
Poor? Procedia Economics and Finance, 31, 551—
562. Doi: 10.1016/S2212-5671(15)01201-0
Widiastuti, T., Auwalin, I, Rani, L. N, &
Ubaidillah Al Mustofa, M. (2021). A mediating
effect of business growth on zakat empowerment
program and mustahiq’s welfare. Cogent Business &
Management, 8(1).

Doi: 10.1080/23311975.2021.1882039

Kuanova, L. A., Sagiyeva, R., & Shirazi, N. S.
(2021). Islamic social finance: a literature review
and future research directions. Journal of Islamic
Accounting and Business Research, 12(5), 707-728.
Doi: 10.1108/JIABR-11-2020-0356

TEM Journal — Volume 13 / Number 1/ 2024.

[14].

[15].

[16].

[17].

[19].

[20].

[21].

[22].

[23].

[24].

[25].

[26].

Abdullah, N., Mat Derus, A., & Al-Malkawi, H.-A.
N. (2015). The effectiveness of zakat in alleviating
poverty and inequalities. Humanomics, 31(3), 314—
329. Doi: 10.1108/H-02-2014-0016

Shirazi, N. S. (2017). Social tax and transfers for
poverty alleviation: a case for low- and middle-
income countries. In Handbook of Empirical
Research on Islam and Economic Life, 253-272.
Edward Elgar Publishing.

Doi: 10.4337/9781784710736.00018

Abdullah, N., Mahyudi, M., Yusop, M., Omar, C., &
Awang, H. (2012). A technical note on the
derivation of zakat effectiveness index (ZEIN).
International Journal of Economics, Management
and Accounting, 20(1), 75-86.

Asfarina, M., Ascarya, A., & Beik, I. S. (2019).
Classical and contemporary figh approaches to re-
estimating the zakat potential in Indonesia. Journal
of Islamic Monetary Economics and Finance, 5(2).
Doi: 10.21098/jimf.v5i2.1068

. Obaidullah, M. (2015). Enhancing food security

with Islamic microfinance: Insights from some
recent experiments. Agricultural Finance Review,
75(2), 142-168. Doi: 10.1108/AFR-11-2014-0033
Sarea, A. M. (2012). The level of compliance with
AAOIFI accounting standards: evidence from
Bahrain. [International Management Review, 8(2),
27-32.

Alfaizin, A. W., Insani, T. D., & Herianingrum, S.
(2018). Zakat: concept and implications to social
and economic (economic tafsir of al-tawbah: 103).
Journal of Islamic Monetary Economics and
Finance, 4(1), 117-132.

Doi: 10.21098/jimf.v4i1.780

Widiastuti, T., Cahyono, E. F., Zulaikha, S.,
Mawardi, 1., & Al Mustofa, M. U. (2021).
Optimizing zakat governance in East Java using
analytical network process (ANP): the role of zakat
technology (ZakaTech). Journal of Islamic
Accounting and Business Research, 12(3), 301-319.
Doi: 10.1108/JTABR-09-2020-0307

Wahab, N. Abd., & Rahim Abdul Rahman, A.
(2012). Productivity growth of zakat institutions in
Malaysia. Studies in Economics and Finance, 29(3),
197-210. Doi: 10.1108/10867371211246876

Fauzi, P. N. F. N. M., & Jahidi, Z. (2022).
Identification of Risks Exposed to The Development
of Zakat and Wakaf Housing in Malaysia.
International Journal of Technology, 13(4), 727.
Doi: 10.14716/ijtech.v13i4.5275

Maulana, M. 1. (2019). Implementasi pendistribusian
Zakat Produktif dalam meningkatkan ekonomi
masyarakat [Doctoral ~ dissertation, UIN  Sunan
Gunung Djati Bandung].

Saad, N., & Abdullah, N. (2014). Is zakat capable of
alleviating poverty? An analysis on the distribution
of zakat fund in Malaysia. Journal of Islamic
Economics, Banking and Finance, 113(3250), 1-27.
Hassan, M. K., & Khan, J. M. (2007). Zakat,
external debt and poverty reduction strategy in
Bangladesh. Journal of Economic Cooperation
Among Islamic Countries, 28(4), 1-38.

313



TEM Journal. Volume 13, Issue 1, pages 303-314, ISSN 2217-8309, DOI: 10.18421/TEM131-32, February 2024.

[27].

[28].

[29].

[31].

[33].

[34

—_

[35].

314

Amuda, Y. J. (2013). Empowerment of Nigerian
Muslim Households through Waqf, Zakat, Sadaqat
and Public Funding. International Journal of Trade,
Economics and Finance, 419-424.

Doi: 10.7763/1JTEF.2013.V4.329

Hafasnuddin, H., Zulkifli, Z., Meisuri, D., Abd
Majid, M. S., Yahya, Y., & Juliansyah, H. (2022).
Measuring Total Factor Productivity of Zakat
Institutions in Aceh, Indonesia. 2022 International
Conference on Decision Aid Sciences and
Applications (DASA), 1234-1239.

Doi: 10.1109/DASAS54658.2022.9765070

Alam, A., Tri Ratnasari, R., Mua’awanah, C., &
Aribatul Hamidah, R. (2022). Generation Z
perceptions in paying Zakat, Infaq, and Sadaqah
using Fintech: A comparative study of Indonesia and
Malaysia. Investment Management and Financial
Innovations, 19(2), 320-330.

Doi: 10.21511/imfi.19(2).2022.28

.Bergh, D. D., Connelly, B. L., Ketchen, D. J., &

Shannon, L. M. (2014). Signalling Theory and
Equilibrium in Strategic Management Research: An
Assessment and a Research Agenda. Journal of
Management Studies, 51(8), 1334-1360.

Doi: 10.1111/joms.12097

Bader, M. K. 1., Mohamad, S., Ariff, M., & Shah, T.
H. (2008). Cost, revenue, and profit efficiency of
Islamic versus conventional banks: international
evidence using data envelopment analysis. Islamic
economic studies, 15(2).

.Kamarudin, F., Nordin, B. A. A., Muhammad, J., &

Hamid, M. A. A. (2014). Cost, Revenue and Profit
Efficiency of Islamic and Conventional Banking
Sector: Empirical Evidence from Gulf Cooperative
Council Countries. Global Business Review, 15(1).
Doi: 10.1177/0972150913515579

Riani, D. (2018). Penilaian Efisiensi Dengan Data
Envelopment Analysis Pada Bank Umum Syariah
(BUSN Devisa dan Non Devisa). Neraca
Keuangan : Jurnal llmiah Akuntansi Dan Keuangan,
13(1). Doi: 10.32832/neraca.v13i1.2015

. Sufian, F., & Kamarudin, F. (2014). Efficiency and

returns to scale in the bangladesh banking sector:
Empirical evidence from the slack-based DEA
method. Engineering Economics, 25(5).

Doi: 10.5755/j01.ee.25.5.5035

Kamarudin, F., Sufian, F., Nassir, A. M., Anwar, N.
A. M., & Hussain, H. 1. (2019). Bank Efficiency in
Malaysia a DEA Approach. Journal of Central
Banking Theory and Practice, 8(1), 133—-162.

Doi: 10.2478/jcbtp-2019-0007

[36].

[37].

[38].

[39].

[40].

[42].

[43].

[44].

[45].

Abdullah, A. (2016). Examining US approvals of
Islamic financing products and the Islamic theory of
lawful profit. International Journal of Islamic and
Middle Eastern Finance and Management, 9(4),
532-550. Doi: 10.1108/IMEFM-09-2015-0107
Sadallah, M., & Abdul-Jabbar, H. (2022). Business
zakat compliance in Algeria: an ethical perspective.
International Journal of Ethics and Systems, 38(2),
338-355. Doi: 10.1108/IJOES-04-2021-0085
Rusydiana, A. S., & Al Farisi, S. (2016). The
efficiency of =zakah institutions wusing data
envelopment analysis. Al-Igtishad: Jurnal Ilmu
Ekonomi Syariah, 8(2), 213-226.

Saad, R. A. J., Farouk, A. U., & Abdul Kadir, D.
(2020). Business zakat compliance behavioral
intention in a developing country. Journal of Islamic
Accounting and Business Research, 11(2), 511-530.
Doi: 10.1108/JIABR-03-2018-0036

Muhamad  Wahyudi, Aidi Ahmi, & Sri
Herianingrum. (2022). Examining Trends, Themes
and Social Structure of Zakat Literature: A
Bibliometric Analysis. Global Journal al Thagafah,
12(1),40-67. Doi: 10.7187/GJAT072022-3

.Ali, 1., & Hatta, Z. A. (2014). Zakat as a Poverty

Reduction Mechanism Among the Muslim
Community: Case Study of Bangladesh, Malaysia,
and Indonesia. Asian Social Work and Policy
Review, 8(1), 59-70. Doi: 10.1111/aswp.12025
Banker, R. D., Charnes, A., & Cooper, W. W.
(1984). Some Models for Estimating Technical and
Scale Inefficient in Data Envelopment Analysis.
Management Science, 30(9).

Doi: 10.1287/mnsc.30.9.1078

Rusydiana, A. S., & As-Salafiyah, A. (2021). DEA
WINDOW ANALYSIS FOR INDONESIAN
ISLAMIC BANKS’ EFFICIENCY. Journal of
Islamic Monetary Economics and Finance, 7(4).
Doi: 10.21098/jimf.v7i4.1410

Hasan, A., Hassan, R., Engku Ali, E. R. A., Engku
Ali, E. M. T., Abduh, M., & Noordin, N. H. (2019).
A proposed human resource management model for
zakat institutions in Malaysia. ISRA International
Journal of Islamic Finance, 11(1), 98—109.

Doi: 10.1108/1JIF-10-2017-0036

Charnes, A., Cooper, W. W., Lewin, A. Y., &
Seiford, L. M. (1994). The DEA Process, Usages,
and Interpretations. In Data Envelopment Analysis:
Theory, Methodology, and Applications. Springer.
Doi: 10.1007/978-94-011-0637-5 21.

TEM Journal — Volume 13 / Number 1/ 2024.



