Sci.Int.(Lahore),30(1),11-15 ,2018

ISSN 1013-5316;CODEN: SINTE 8 11

ENHANCING HOUSEHOLD WELLBEING THROUGH POVERTY AVOIDANCE:

ROLE OF ZAKAT INSTITUTIONS
Mohamed Saladin Abdul Rasool"?;Mohd Azmil Yusof'? ; Mohammad Nor Afandi Ibrahim?
L2Center of Islamic Philantrophy and Social Finance (CIPSF), Universiti Teknologi MARA (UiTM), Malaysia
2Universiti Teknologi MARA (UiTM), Malaysia
saladin@melaka.uitm.edu.my

ABSTRACT: The main purpose of Islam is to ensure and promote the wellbeing of all humanity and to avoid harm.
Specifically, relevant parties through Islamic welfare system play a pivotal role in dealing especially with the low-income
group of people in assisting them in order to enhance their wellbeing. For this reason, Islamic organizations such as zakat
institutions carry the responsibility of formulating polices to ensure various elements of wellbeing such as avoidance of
poverty is achieved. Identifying factors that contribute to poverty can be used by zakat institutions as a guide to draw
guidelines and programs to avoid poverty. The objective of the present paper is to identify the factors that are associated with
poverty from the perspective of zakat recipients in Selangor, the most populated Muslim state in Malaysia. The present study
employed a dataset derived from a survey consisting of 258 heads of household of the low-income group in the state of
Selangor, which is also the most populated state in Malaysia. The multiple linear regression (MLR) analysis revealed two
factors that influence poverty in this study, namely unemployed adults and number of households.
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1. INTRODUCTION

The main purpose of Islam is to ensure and promote the
wellbeing of all humanity and to avoid harm. Specifically,
relevant parties through Islamic welfare system play a
pivotal role in dealing especially with the poor in assisting
them in order to enhance their wellbeing [34].For this
reason, Islamic organizations such as zakat institutions carry
the responsibility of formulating polices to ensure various
elements of wellbeing such as avoidance of poverty. In
order to ensure that, zakat institutions are established to
enhance the wellbeing of Muslim society through addressing
the incidence of poverty especially among poor and low-
income households. Despite the successes in reducing
poverty in Malaysia (less than 4%), there are vulnerable
sections of the population remain unchanged due to several
disadvantaged circumstances which could be addressed by
zakat institutions [14].

The objective of the present paper is to identify the factors of
poverty avoidance from the perspective of zakat recipients in
Malaysia that would facilitate policy makers especially zakat
institutions in enhancing the wellbeing of low-income group.
This paper is organized as follows. The next section outlines
the literature review, while the methodology undertaken in
this study is discussed in section 3. Section 4 presents the
findings of the study. Finally, the conclusion of the study is
presented in section 5.

2. LITERATURE REVIEW

Zakat institutions play a vital role in enhancing social
wellbeing of a household. This was mentioned by various
studies such as [32, 16]. An important step in poverty
avoidance is to identify factors that contribute to poverty.
These factors are outlined in Table 1. Identifying these
factors is essential as it would assist policy makers in
drawing appropriate policies to avoid household poverty.
Policies and programmes should be derived to address the
poverty determinants of the present and also the potential of
the future known as the vulnerable poor [7]. In general, it
can be concluded that the researchers have identified factors
such as the age and gender of the household head, household
size, level of education, employment type, location or area

of living, attitude or culture and other factors such as access
to public services and amenities as significant variables
related to poverty, as shown by Table 2. Identifying these
factors would enable the relevant authorities to draw
relevant polices that would be able to reduce the risk of
poverty which would enhance the wellbeing of households.

Table 1: Factors Associated With Poverty: Summary of
Previous Studies

Factors Researchers/Authors

Age of household head [35, 24]

Household size or
dependency ratio

[22, 27, 35, 33, 11, 5, 24]

Gender [9, 26]

Employment type [2, 18, 30, 5]

Educational attainment [27, 2, 18, 22, 15, 35, 12, 5, 24, 6,
26, 10]

Area/location [ 8, 3,15, 4, 24]

Attitude/culture [31, 17, 11]

Other factors such as
access to public services,
amenities and health

[22, 15, 27, 2, 18, 28, 30, 13, 25, 24]

3. METHODOLOGY

This quantitative research study consists of employed data
derived from a random survey using proportionate random
sampling comprising of low-income household heads aided
by a close-ended questionnaire in Selangor, the most
populated state in Malaysia.These household heads were
recipients of zakat aid in Selangor. The dataset of 258
respondents of the study was run through Statistical Package
for Social Science (SPSS). Besides descriptive statistics and
correlation analysis to present the poverty incidence in the
present study, multiple linear regression (MLR) analysis was
used to determine the contributions of each of the significant
predictors or independent variables towards the variance in
the criterion or dependent variable. The dependent variable
for the present study is the poverty gap proxied by PLI
Sufficiency (PS), z’ as the adequacy of income, y as the
household income and k as the poverty line income or the
necessities of the household, as explained by:
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z={1—(y/k)}*100%
or
z'=(y/k)*100%

The independent variables included in the MLR analysis
were demographic variables such as age, gender and marital
status of household heads. It is also important to note that
variables such as the number of working adults and the
duration of receipt of zakat aid are the variables that were
lacking in the literature. They consist of continuos and
categorial type of data. Dummy variables were created for
qualitative or categorical predictors. The MLR was used to
explain the variability of the dependent variables. Equation
(1) represents the multiple linear regression (MLR) model
with twenty one predictors for HAK Sufficiency.
Vi = fo + piXy + foXy + Xz + faXy + s X5 + P Xg
+ BrXy + BeXg + PoXg + ProX10 + f11X11 + froXpp +
P13X13 + PraXiy + 15 X5 + P16Xas + Pr7Xe7 + PreXig
+ B1X19 +f20X00 P21 X1 + & (1)

where Yi =PS,
X1 = Age, X, = Gender, X3-X6 = Marital status, X;
-X11 = Job status, X;» - X;7 = Education level,
Xis =Household size, X9 = Duration of aid, X5 =
Number of children, X, = Not working adult, and ¢
is the model error estimated to be normally
distributed with constant variance.

4, RESULTS & DISCUSSION

4.1 Descriptive Analysis

Table 2 shows that more than half of the respondents were
female, with a percentage of 57.4% (148), and 42.6% (110)
were male. In terms of respondents’, about 46.5% of
respondents were in the group of 45 to 60-year-olds. This is
followed by 29.5% and 24% of respondents in the group
below 45 years old and above 60 years old, respectively.
Based on marital status, the majority of the respondents were
married (56.6%), followed by widows (30.2%), divorcees
(7.4%) and separated (5.4%). In terms of household size,
61.2% of the respondents had 3 to 6 people in their
household, followed by 25.6% and 13.2% of households
having less than 3 and more than 6 people in their
household, respectively. The percentage distribution of
respondents’ education level shows that about 43.8% of
respondents have UPSR (primary school education) which
was the highest. Table 2 shows that more than one-third of
respondents do not work (39.5%) followed by the self-
employed (25.6%), those with a part-time job (2.5%), those
with a permanent job (9.7%), retirees (2.7%), and others
(1.9%). Table 3 further sheds light on the family aspect
where 48% of respondents have 3 to 5 children, followed by
27% of respondents having more than 5
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Table 2: Demographic Profile of Respondents
Iltem Frequency %
Gender
Male 110 42.60
Female 148 57.40
Age
<45 years 76 29.50
45-60 years 120 46.50
>60 years 62 24.00
Marital Status
Married 146 56.60
Single 1 0.40
Widowed 78 30.20
Divorced 19 7.40
Separated 14 5.40
Household size
1-2 34 13.20
3-4 79 30.60
5-6 79 30.60
>6 66 25.60
Education Level
UPSR 113 43.80
PMR 42 16.30
SPM 48 18.60
STPM 7 2.70
Certificate 2 0.80
No formal 46 17.80
education
Employment Status
Self- 66 25.6
employed
In permanent 25 9.7
employment
Do not work 102 39.5
Retirees 7 2.7
Part- 53 20.5
time/Contract
Others 5 1.9
No. of Children
0-2 64 24.8
3-5 124 48.0
>5 70 27.2
Duration of Aids (years)
1-5 205 79.5
6-10 43 16.6
>10 10 3.9

children and 24% having less than 3 children. Table 3 also
shows that 79.5% of respondents have received assistance
for less than 5 years. This is followed by 16.6% and 3.9% of
respondents having received it for between 6 to 10 years and
more than 10 years, respectively.

There are three main categories of household members:
adults, children aged between 7 and 17 years old, and
children aged between 1 and 6 years old. Table 3 shows that
67% of households have less than 2 unemployed adults
(except for household heads), followed by 32.2% of
households having between 2 and 3 unemployed adults and
0.8% of households having more than three unemployed
adults. More than 50% of households have less than 2
children between 7 and 17 years old. Similarly, more than

January-February



Sci.Int.(Lahore),30(1),11-15 ,2018

85% of households have less than 2 children between 1 and
6 years old. It is obvious that the majority of households
have less than 2 members in all the three categories of
household members. Table 4 shows that 86.8% of the
respondents in this study are not poor. Thus, this study is
essential to address the problem of the important low income
group as they could also be labelled as the vulnerable poor
who become poor due to internal factors such as loss of jobs,
sickness and calamities and also external factors such as
economic turmoil, crisis in exchange rate of currencies and
natural disasters.
4.2 Multiple Linear Regression Analysis

(MLR)
Based on Table 5 and Table 6, the regression analysis results
show that the regression model is significant The R-square
of the model is 0.074. This indicates that two predictors
(household size and non-working adults) explain about
7.4% of the variation of PS. However, age, gender (male),
marital ~ status  (married, bachelor, widow/widower,
divorced), household size, duration of aid and number of
children failed to meet the selection criteria (p-value > 0.05).
The final estimated model is:

Y =17.922 — 2.089*household size — 3.464*non-working
adults

Based on the model, the determinants of PS are the
household size and non-working adults. It can be concluded
that the PS is about RM2.089 lower with the increase of
every household member the other variables are held
constant. Besides, it is RM3.464 lower for those with an
increase of every one non-working adult while other
variables are held constant. Both of these dependent
variables are negatively associated with PS or poverty gap.
This explains that when the household size increases, the
income in general increases, thus reducing the poverty gap.
These findings are similar to studies undertaken by authors
such as [2, 35, 30, 5] who argued that a household size
would be negatively correlated with the poverty gap.
Another variable that is significant that is related to PS is a
non-working adult. However, the magnitude of the

ISSN 1013-5316;CODEN: SINTE 8 13

coefficient is bigger probably due to increasing expenses of
an adult but with no income.
Table 3: Categories of Household Members

No. of Unemployed Children Children
persons adults

(%) 7-17 years 1-6 years

(%) (%)

<2 67.0 52.0 88.7

2-3 32.2 33.3 10.9

>3 0.8 14.7 0.4

Table 4: Incidence of Poverty
Adequacy Level of Income HAK (%)

Less than 50% (Destitute) 0.4
50-99% (Poor) 12.8
100% and above (Not poor) 86.8

In this study, issues pertaining to employment are obvious.
Thus, the relevant authorities should take into consideration
this matter in considering steps to overcome poverty among
zakat recipients. It is essential to identify ways to address
this subject as it would facilitate the policymakers in
addressing poverty from the perspective of policy
implications. For instance, unemployment among adult
household members is a common reason associated with
poverty as revealed in this study. Given the importance of
employment for poverty reduction, job-creation should
occupy a central place in national poverty avoidance
strategies in order to enhance the wellbeing of the society in
general.

In brief, there should be effort of providing the low-income
group with the necessary skills and assets that will enable
them to take full advantage of any expansion in employment
potential. Thus, wealth is preserved through investment and
entrusting it in the hands of productive person for equitable
distribution of income so as to raise the living standard of
the haves not [19, 21, 1, 23]. In this way, the overall
wellbeing of the society could be enhanced.

Table 5: Summary of Regression Results ANOVA

Model Sum of Squares Df Mean Square F Sig.
Regression 161778.480 2 80889.240 11.338 0.000
Residual 1819276.621 255 7134.418
Total 1981055.101 257
Table 6: Summary of Regression Results
Model R R Square Adjusted R square Standard error of estimates  Durbin-Watson
2(a) 0.286 0.082 0.074 84.46548 1.805
5. CONCLUSION wellbeing which consists of physical and social needs [20].

This study has identified factors related to income such as
working household members as an important factor related to
poverty avoidance that would have an impact on the
wellbeing of households. Basically, in promoting human
well-being, it is closely related to the human needs fulfilment,
within which stands the life purpose at its core, the better the
needs are fulfilled, the higher the individual’s overall

Thus, it is vital for Islamic institutions to devise appropriate
policies to enhance wellbeing primarily through enhancement
of income. This is essential to maintain trust between the
society and these institutions as mentioned by [28] who
stresses that, ideal Islamic organizations such as zakat
institutions, should be able to distribute zakat efficiently and
effectively to the low-income groups with the intent to
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enhance their wellbeing. One effective way is to introduce
productive zakat distribution methods instead of merely
giving financial aid to the targeted group.
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