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ABSTRACT- The purpose of this study is to develop a moderation model for

understanding how zakat recipient has impact on altruistic motivation of zakat
payers via organization factor (banking institution). For this purpose, a
structured questionnaire was developed and primary data was collected a
sample of 1102 respondents from banks and individuals who are paying zakat
covering six large districts of Punjab. Inferential statistics techniques such as
descriptive statistics, correlation and moderated regression analysis were
applied. Results confirmed study hypothesis regarding the moderating role of
organizational factor (zakat recipient) and level of satisfaction, trust between
banking system and altruistic motivations of zakat payers. Thus, we suggest
that zakat payers will be motivated to pay more zakat for reducing poverty.
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1. INTRODUCTION

The foundation of Islam is based on five pillars and zakat is the fourth
one. Zakat is actually an obligation to Muslims and its importance can be
analyzed from the fact that it is stressed after prayer. The precise meanings of
zakat are increase, growth and purification. When the wealth of Muslims
reaches to a given level then zakat is compulsory to be deducted at a rate of
2.5% of the value of assets (Nisab). The purpose behind the imposition of
zakat is to improve the social and economic status of the whole Muslims as
Umma. The actual logic of zakat is the discharge of social accountability
where Muslims deduct and distribute a certain percentage of their wealth to
the eligible beneficiaries of zakat. Zakat funds are utilized to help eight
categories of individuals specified by the Quran. These include poor, travelers,
beggars, debtors, slaves, orphans, widows and handicapped. The collection
and distribution of zakat is the sole responsibility and liability of the state even
it is proved by various Hadith reference. But it is a very complex matter due
to social, legal, political and religious constraints.

The most efficient financial institutions in any financial system are
banks both Commercial and Islamic, which are also playing the role of
intermediary for the promotion, collection and management of zakat for the
development of people in Muslim countries (Azman Ab Rahman et al. 2012).
But the banking institutions in zakat system have not played their role in true
spirit as poverty and wealth imbalance still prevail in Muslim countries. The
critical role to pay zakat for the Muslims is to purify their wealth as obedience
to Allah to gain barakah but in actual there are surplus of zakat funds that are
not properly distributed to the beneficiaries (Hairunnizam et al., 2012; Hairi
& Hussain, 2009; Raudha et al., 2011; Sanep & Hairunnizam, 2005). It creates
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the negative perception of people regarding the functioning of financial
institutions affecting the level of trust. In return, people prefer to pay zakat
directly to the qualified people (Hairunnizam et al., 2010). Along with trust
level enhancement, the motivation can be improved by giving various
incentives for deduction in income of the zakat payers.

Moreover, it also needed to be clear that Zakat is not tax. Tax is on
income and zakat is on wealth. The zakat paid by Muslims can wrongly be
used by the government as taxes to finance various economic projects for the
needy and the poor. Hence, there is a need to elaborate and explore the matter
of collection and distribution of zakat system. This will enhance the trust level
relationship between state and zakat payers and may help the government to
minimize the level of poverty and an addition to revenue.

1.1 Research Problem:

Main research problem of this research paper is stated in the form of
a question:, “Does zakat recipients plays important role in collection and
distribution of zakat by motivating the zakat payers to revive the Islamic
economic system and alleviate the poverty in society?”

1.2 Research Objectives:

The research objectives of this study are stated as under:-

o To determine the impact of trust on banking system on the altruistic
motivations of zakat payers.

o To understand the impact of self- satisfaction level of zakat payer on
the altruistic motivations of zakat payers.

o To assess the impact of religiosity on the altruistic motivations of zakat
payers.



Muhammad Shaukat Malik, Sonia Hassan, Noureen Afzal

To examine the moderating role of organizational factor (zakat

recipients) on the trust on banking system and self- satisfaction level

in order to check the altruistic motivations of zakat payers.

1.3 Research Questions:

On the basis of above research objectives main questions are as

follows:

What is impact of trust on banking system on the Altruistic
Motivations of zakat payers?

What is the impact of self- satisfaction level of zakat payer on the
Altruistic Motivations of zakat payers?

What is the impact of religiosity on the Altruistic Motivations of Zakat
payers?

To what extent the organizational factor (zakat recipients) moderates
the relationship between trust on Banking and Altruistic Motivations
of zakat payers?

To what extent the organizational factor (zakat recipients) moderates
the relationship between self- satisfaction level and Altruistic
Motivations of zakat payers?

1.4 Scope of Study:

As there is insufficient research on the dimension of zakat recipients

so this study has tried to examine the real experience, trust and satisfaction

level of zakat payer with zakat recipients. Moreover, this study has attempted

to understand the motivating factors for zakat payer whether they are paying

zakat just as religious obligation or some other factors are also influencing

their behavior. The findings of this study are helpful to enhance the level of

zakat payment and increase the efficiency of zakat collecting institutions.
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This research is focused on the moderating impact of zakat recipients who play
an important role in zakat management specifically in the zakat collection and
distribution. Thus, the scope of study just focuses on the role of zakat
recipients in collecting and distributing the zakat efficiently and improve the
economic conditions by alleviating the poverty in Pakistan.

2. LITERATURE REVIEW:

2.1 Zakat system of Pakistan:

In Pakistan, zakat system was introduced after the Zakat and Usher
Ordinance 1980 in the era of Zia- ul- Hag. The first deduction of zakat was
made in June, 1980 (Ramzan 1400). Then, the voluntary payment of zakat was
made mandatory in 1999 by Supreme Court of Pakistan. After that, the people
of Pakistan are giving their zakat voluntarily to various welfare institutions.
The zakat structure is composed of five layers as under:

a) Central zakat committee

b) Provincial zakat committee
C) District zakat committee

d) Sub- district zakat committee
e) Local zakat committee

Local zakat committee is ultimately the distributor of zakat funds to all
deprived parts of society. Zakat, having the crucial importance in Islam, is to
fulfill the daily financial problems of the poor (Nurzaman 2010). However,
still there exist the problem in the collection and distribution of zakat (Sudewo
2004).

Islamic countries are facing issues regarding the zakat potential among
payers, collection and distribution. In Indonesia, Routine religious

publications, divine rewards, the pleasure found by helping others were found
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the primary factors influencing the willingness of zakat payers (Firdaus, 2012)
but the major problem identified in this study was the weak management
collection system of Indonesia. Laila Abdul Latif (2012) done research in the
middle east countries including Pakistan and found inefficient and ineffective
Zakat law collection system and lack of coordination between the state
institutions related to zakat and state authorities were weak as well as
inefficient to organize the whole zakat system.

The hypotheses of this study are developed by analyzing the previous
research evidences about zakat collection system. The current study proposes
to test that whether altruistically motivation of zakat payers is affected by trust
on banking system, self-satisfaction level of zakat payers, religiosity and
organizational factor.

2.2 Trust on banking system and Altruistic Motivations of zakat
payers.

Based on Sani (2016) in the zakat system, trust is playing the most
significant role in motivation to pay zakat. Most of the researches revealed a
positive relationship between trust on zakat institutions and commitment to
pay zakat (Morgan & Hunt, 1994). But there are many other factors that are
affecting the trust to pay zakat like the reputation of zakat collecting
institutions and the employees of zakat collecting institutions who strongly
affect the corporate image building (Nguyen 2006). Moreover, a significant
relationship between the trust of zakat institutions and the intention to pay

zakat was also proven by Hafizah and Sani (2016).
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2.3 Level of self-satisfaction and Altruistic Motivations of zakat
payers.

The self-satisfaction level was found a significant factor for the zakat
payers (Takidah, 2004). Jaelani (2006) examined the factors that affect the
decision to pay zakat and found satisfaction as a contributory factor while
zakat payers were deciding to pay zakat.

Further, Rizal (2006) conducted research by SEM to analyze the
factors affecting the zakat collection and found satisfaction level along with
trust as significant. A similar study was conducted by Anugrah (2011) and he
also found significant effects of self-satisfaction level on the payment of zakat.
2.4 Religiosity and Altruistic Motivations of zakat payers.

Another dimension of this study is the religious understanding of the
zakat payers as it was felt that the primary motivation behind paying zakat is
the worship factor as muslim and consider themselves as the servants of Allah.
First and the most important concept that need clarity is that zakat is not as
charity. It is a duty implied by Allah to Muslim so it is like worship and is
submissions of material concerns before the will of Allah. The failure to pay
zakat is like Betrayal with Allah as proved by Hadith. The knowledge about
zakat payment and distribution is not satisfactory (Reinstein, 2006). The
religious understanding was found a significant determinant of motivation of
zakat payers (Faudah 2015; Armas 2016) regarding the payment of zakat. The
reasons behind poor religious background of zakat payers are lack of expertise,
commitment and information of zakat collecting institutions as well as state
administrations. In result, the zakat payer is also lacking the basic knowledge,
term, and conditions of zakat, zakat calculation, zakat recipients, legal system
of zakat (Safri, 2006).
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2.5 Mediating role of organizational factor (zakat recipient) on
Altruistic Motivations of zakat payers.

Previous researches have suggested a strong impact of organizational
factor on the motivation of zakat payers (sneep ahmed, 2005). In Pakistan,
zakat is collecting by banking systems and even after the privatization of banks
there is no effect on the zakat collection system. It is mandatory for all banks
whether commercial or Islamic to deduct zakat on first of Ramzan every year.
The system of zakat collection is different in other Muslim countries. For
instance, in Malaysia, zakat is being collected by independent religious state
departments. The reality is actually a misunderstanding of fact that Zakat is a
matter between a person and Allah and not an organized effort so that there
are certain objections by people to pay zakat to the religious state department
in these countries. While in case of gulf countries, people prefer to distribute
zakat directly to zakat payee or to the charitable institutions. Thus, there are
issues and dissatisfaction in public about the collection and right distribution
of zakat due to lack of knowledge or search to the right target group (Azman,
2012).

2.6 Research Gap:

In Pakistani context, diminutive research is found on the determinants
of zakat system. The state and zakat payers have weak relationship and the
level of poverty and wealth inequality is also prevailing in the society. Hence,
there is a research gap to elaborate and explore the matter of collection and
distribution of zakat system with the moderating role of banking financial
institutions. Therefore, this study purports to examine the role of banking

financial institution in the collection of zakat.
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3. RESEARCH METHODOLOGY:

Research methodology of this study is elaborated as under:
3.1 Sample and data collection procedure:

This study is quantitative research that is descriptive in nature. Data
collection method is based on survey research where the primary data is
collected by sampling techniques of random sampling. The responses about
all latent variables are collected from respondents belonging to six big districts
of Punjab Multan, Lahore, Bahawalpur, Faisalabad, Okara and Sahiwal.

3.2 Research instrument:

The data collection tool used here is a 5- point Likert scale (1 = strongly
disagree, 2= disagree, 3= neutral, 4= agree, 5= strongly agree) based on self-
administered questionnaire adapted from Barker et al.( 2010), Muda et al
(2009), Siswantoro & Nurhayati (2012).The questionnaire consists of three
parts, first is the demographic portion (collected from all), second part has
collected the data from zakat payers (to measure level of satisfaction, trust on
banking system and religiosity) and the third portion has collected information
from zakat recipients (to check the moderating role of Organizational factor.
As far sample size is concerned, total 670 questionnaires were distributed to
zakat payers but 551 were received in complete form, remaining has missing
values so they are excluded to avoid the unreliability issue. On the other side,
670 questionnaires were send to zakat recipients who were the bankers to
check the role of organizational factor. Out of them, 551 were completely
received so remaining were rejected due to missing information. Thus, the
response rate was 82 %, so the data was analyzed and results were interpreted

accordingly.
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3.3 Formulation of Hypotheses:

The hypothesis of this research study are outlined below:

Hypothesis 1: There is an association between trust on banking system and
Altruistic Motivations of zakat payers.

Hypothesis 2: There is an association between level of self-satisfaction and
Altruistic Motivations of zakat payers.

Hypothesis 3: There is an association between Religiosity and Altruistic
Motivations of zakat payers.

Hypothesis 4: Organizational Factor (zakat recipient) moderates the
relationship between level of satisfaction and Altruistic Motivations of zakat
payers.

Hypothesis 5: Organizational Factor (zakat recipient) moderates the
relationship between trust on banking and Altruistic Motivations of zakat
payers.

3.4 Conceptual Model:

The conceptual model of the current study helps to estimate the
relationship between dependent and independent latent variables with the
effect of moderating variable. As evident in Figure 1, Altruistically
Motivations of zakat payers is behaving as dependent variable while
independent variables are Trust on banking system, Level of satisfaction, and
Religiosity while Organization factor (role of Islamic & conventional bank) is
playing the role of moderator between level of self-satisfaction, trust on
banking and Altruistic Motivations of zakat payers. The conceptual model is

shown in Figure 1.
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Figure I: Conceptual Model
4. ANALYSIS OF RESULTS:
The collected data is analyzed to measure the relationship of latent

variables as proposed in the conceptual model. As the first part of
questionnaire consists of demographics of zakat payers and zakat recipients
related with their gender, age, education level. The details of demographic

characteristics are shown in Table 1 and 2 on next page.
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Table 1: Demographic Information of zakat payers

Demographic Information Value (F) | %
Zakat payer 288 52%
Non-zakat payer 263 48%
Gender (M/F) Male 279 51%
Female 272 49%
Age 18-30 461 84%
30-40 90 16%

Education Level Diploma Holder 15 3%
Graduation 252 46%
Professional 236 43%

Others 48 8%
District Multan 464 84%
Lahore 67 12%

Faisalabad 10 2%

Sahiwal 10 2%

N=551
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Table 2: Demographic statistics of zakat recipients

Demographic Information Value (F) %
Banks Commercial banks 455 83%
Islamic banks 96 17%

Gender (M/F) Male 482 87%
Female 69 13%

Age 18-30 279 51%
30-48 253 A6%

48-65 19 3%
Education level Masters 84 L5 %
Others 50 9%
District Multan 220 A40%
Lahore 84 15%
Sahiwal 56 10%
Faisalabad 108 20%

Bahawalpur 11 2%
Okara 72 13%
N= 551

This study has used technique of partial least square (structured
equation model) in order to test the relationship among latent variables. This
technique consists of two parts, one is called outer model that measures the
latent variables model while the second is called inner model (structured

model) that explains the relationship of different constructs.
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To check the internal consistency reliability, Cronbach alpha (Cronbach 1951;
Hair et al.2011) and composite reliability (Werts et al. (1974); Nunnally &

Bernstein (1994); Tenenhaus et al. 2005) are measured.lts value should be

greater than or equal to 0.6. All the constructs of this study are fulfilling this

criterion as given in Table 3. Average Variance extracted AVE is used to check

convergent validity and the values greater than 0.4 are acceptable (Hensler
2009; chin 2010; Hair et al.2013). The AVE results in t\Table 3 reveals that
all the constructs are explained by their items above 80 percent so all the

constructs are valid. As the outer loadings are observed, it is found that all

loadings are greater that and equal to 0.6 criteria so all items are included. The

problem of multi-collinearity is checked by Variance inflation factor,
VIF=1/(1-R?) and its value should be less than 0.05 (Joseph F Hair et al., 2010;

F. Hair Jr et al., 2014).

Codes

R1
R2
R3

TOB1
TOB2
TOB3

LOS1
LOS2
LOS3
LOS4

Table 3: Measurement Model Assessment

Scales

Religiosity

Trust on
banking

Level of
satisfaction

Factor
Loading

0.812
0.836
0.836

0.756
0.854
0.816

0.705
0.677
0.795
0.799

Composite
Reliability

0.867

0.851

0.833

0.893

AVE

0.685

0.656

0.556

0.545

Cronbach’s
Alpha

0.773

0.738

0.735

0.860

VIF
value

1.695
1.672
1.465

1.395
1.562
1.474

1.280
1.333
1.500
1.577
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OF1 Organization 0.725 1.623
OF2 factor 0.735 1.789
OF3 0.761 1.821
OF4 0.788 2.105
OF5 0.764 1.937
OF6 0.742 1.837
OF7 0.647 1.512
Altruistic 0.832 0.454 | 0.762
AM1 Motivation 0.663 1.365
AM2 0.778 1.568
AM3 0.712 1.414
AM4 0.648 1.466
AM5 0.580 1.384
AM6 0.642 1.425

The values of Pearson coefficient of correlation are less than the loadings of
the variables so it reveals high correlation between the latent variables as in
Table 4.

Table 4: Pearson correlation matrix

Altruistically = Level of Organizati = Religio @ Trust on
Motivation Satisfactio = onal sity Banking
n Factors

Altruistic 1.000

Motivation

Level of 0.643 1.000

Satisfaction

Organizational 0.663 0.718 1.000

Factors

Religiosity 0.439 0.477 0.566 1.000

Trust on 0.550 0.646 0.643 0.440 1.000

Banking



16 Muhammad Shaukat Malik, Sonia Hassan, Noureen Afzal

After checking the reliability and the construct validity, discriminant validity
is checked by Fornell- Larcker Criterion and Heterotrait- Monotrait Ratio. The
Table 5 and 6 reveals that constructs have the highest value in their own.

Table 5: Fornell- Larcker Criterion

Altruisticall = Level of Organization Religiosit = Trust
y Satisfactio = al Factors y on
Motivation n Bankin
4

Altruistic 0.673

Motivation

Level of 0.643 0.746

Satisfaction

Organization 0.663 0.718 0.738

al Factors

Religiosity 0.439 0.477 0.566 0.828

Trust on 0.550 0.646 0.643 0.440 0.810

Banking

Table 6: Heterotrait- Monotrait Ratio (HTMT)
Altruistical = Level of Organization Religiosit Trust

ly Satisfactio al Factors y on
Motivation n Bankin
4

Altruistic

Motivation

Level of 0.819

Satisfaction

Organizational 0.785 0.904

Factors

Religiosity 0.559 0.631 0.686

Trust on 0.703 0.885 0.803 0.584

Banking

The inner or structural model assessment of Model 1 and Model Il is done by
coefficients, T- stat, P value and R?as depicted in Table 7 where model | has

employed organizational factor as independent variable while it is behaving as



Impact of Zakat recipient on the Altruistic motivation of Zakat payers 17

moderator in Model Il. Path coefficients (B) estimates the strength and
direction of relationship among the latent variables. While the significance of
the relationship is measured with the help of bootstrapping. B values between
0.2 and 0.3 with R square greater than or equal to 50 % is considered
significant (Barclay et al. 1995; Hensler 2009; chin 2010; Hair et al.2011)
while the T- values greater than 1.96 are considered significant. The findings
of Model | demonstrate a significant positive relationship of level of
satisfaction, trust on banking system organizational factor with altruistic
motivation although religiosity is also found statistically significant but weak
positive. Moreover, the moderating effects in Model 11 are found insignificant
but impact of organizational factor on level of satisfaction was found positive
but on trust level it was found negative.

Table 7: Moderated Regression Analysis

Variables Model 1 Model 2
Independent variables

Religiosity 0.051** (0.039) 0.051** (0.039)
Level of satisfaction 0.295*** (0.051) 0.309*** (0.053)
Trust on banking system 0.112*** (0.047) 0.112 ** (0.049)
Organizational factor 0.350*** (0.055)

Interaction term

Organizational factor * 0.032 (0.043)
level of satisfaction
Organizational factor * -0.005 (0.051)
trust on banking
R- square 0.506 0.507
Adjusted R2 0.502
P-value 0.001

*** p<0.01, ** p<0.05, * p<0.1
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Goodness of the fit measures the accuracy of the determination of constructs.

The value of R? in the regression model tells about the status of model as weak,

moderate or strong. The latest criteria of R? for model is 0.19 at weak, 0.33 at

moderate and at strong the value of R?is 0.57 according to (F. Hair Jr et al.,

2016). In our constucts, the coeffient of determination explains strong

relationship among the variable of this study as 50% variation is explained by

exogenous variable.

Table 8: Hypothesis Test Results through Regression Analysis

Sr# | Hypothesis Findings Results
There is an association between Significance level Accepted
trust on banking system and (p<0.01)

Altruistic Motivations of zakat Beta=-0.291 SD=0.053

H1 | payers. T value=2.270
There is an association between Significant (p<0.01) Accepted
level of self-satisfaction and B=-0.112 SD=0.049
Altruistic Motivations of zakat T value=5.859

Hp | Pavers
There is an association between Significant (p<0.10) Accepted
Religiosity and Altruistic B=-0.05 SD=0.039
Motivations of zakat payers. T value=1.288

H3
Organizational Factor of zakat Significant (p<0.10) Rejected

H4 recipient moderates in the B=0.032 SD=0.043
relationship between level of T value=0.748

satisfaction and Altruistic
Motivations of zakat payers.
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Organizational Factor of zakat

H5 recipient moderates in the
relationship between trust on
banking and Altruistic Motivations
of zakat payers.

Significant (p<0.10)
B=-0.005 SD=0.051
T value=0.106

Rejected

The findings in Table 8 describe the acceptance or rejection of hypothesis

developed. The finding reveals that as level of satisfaction, religiosity and trust

on banking have positive and significant association with Altruistic

Motivation so first three hypotheses are accepted. Moreover, the moderating

association of organizational factor with trust and self- satisfaction is found

insignificant but the findings have observed that organizational factor has

positive impact on level of self-satisfaction but negative on Trust on banking.
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Figure 2: structural representation of the model
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5. CONCLUSIONS:

Pakistan, one of the most important Muslim countries with about 220
million populations. is still facing issues in zakat collection and distribution
system. Otherwise the actual motives behind the obligation of zakat by Allah
would have lead the country towards improvements in life style of the people.
As a very limited research is previously done on this matter so problem was
faced from the attitude of the people who believe that zakat is their personal
religious matter with Allah. So, their confidential information about zakat
payment should not be shared and disclosed with others. Moreover, the actual
target people were the actual zakat payers and it was also found difficulty to
gather response from the people whether they are paying zakat or not. Further
the lack of honesty and carelessness was faced from the respondents while
conducting the research. All the data is collected only on the personal
reference basis.

Therefore, this study has explored the factor contributing the zakat
payers’ motivation to pay zakat. To achieve its objective, the current study
has examined the relationship between latent variables i.e, satisfaction level,
trust on banking system, religiosity and role of organizational factors as
moderator on the altruistic motivation of zakat payers with the help of survey
research from the bankers and zakat payers of five major districts of the
Punjab. With the inclusion of organizational factor as moderator between level
of satisfaction, trust on banking, the empirical findings have indicated an
insignificant but negative impact was found with trust on banking system but
a positive impact on satisfaction level with altruistically motivation of zakat

payers while a weak positive but significant relationship between religiosity
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and dependent variable reveals that the people have not given much
importance to the pillar of zakat.
6. PRACTICAL AND THEORETICAL IMPLICATIONS:

These findings are recommended to be helpful for the state and
institutions as well. The underperformance of the employees of banks can be
improved. On the other hand, the government revenue can also be increased
due to greater percentage of zakat if paid though banks. Ultimately then the
objective of welfare state will be attained. The future research can be done on
this thought-provoking topic. The reputation of the Islamic country can be at
stake where people do not want to pay zakat. Government can use various
methods to enhance the zakat collection by moral, social and legal aspects.

The need is that the Zakat practitioners and scholars have to change
their style of motivating the people to pay zakat (Abdul Rahim, 2006). This
will enhance their level of religious understanding and hence altruistic
motivation of zakat payers. Lastly, the knowledge and awareness among
people should be provoked by lectures, presentation method because it is not
the matter to enhance the socio-economic status of the poor but also to
strengthen the iman level of Muslim because they are ignoring this very
essential pillar of Islam.

7. LIMITATION OF STUDY AND FUTURE DIRECTION:

The future researchers can work on it by including more organizational
factors and examines the impact of the additional organizational factors on
Altruistic Motivation of Zakat Payers. They can use the organizational factor
as a mediator and investigate the mediating effect on the Altruistic Motivation
of Zakat Payers. Moreover, the sample size can be increased by provincial and

national level to measure zakat impact on poverty alleviation.
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