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Abstract 
Society nowadays are aware on the immediate need of financial 
assistance to the poor and triggered the problem of direct payment of 
zakat to the eligible party. However, this practice may be ineffective as 
it will create bias on zakat distribution and zakat payment through zakat 
institution is encourage. In order to achieve this practice, zakat payers’ 
trust in zakat institutions must be cultivated and maintained. This study 
examined the antecedents of zakat payers’ trust among Muslim business 
owners based on three factors were which are board capital 
composition, disclosure practice and stakeholder management. This 
research employed quantitative research whereby 97 questionnaires 
among business owners were collected and analysed using multiple 
regression analysis. The finding revealed that disclosure practice and 
stakeholder management have a significant relationship with trust. This 
indicates that zakat institutions are urged to be transparent in their 
management especially in terms of financial disclosure to their 
stakeholder.  
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Introduction  

The Islamic social finance constitutes of zakat, waqf, sadaqah and qard hasn (Abojeib & Habib, 
2019). In Malaysia, most of the zakat institutions are operated under the State Religious Islamic 
Council (SRIC) to manage all the affairs related to religion including the collection and 
distribution of zakat. However, in several states, administration of zakat has been privatized and 
special zakat institutions were established. The privatization of zakat institutions has improved 
the zakat collection and distribution (Muhammad, et al., 2015; Wahid, et al., 2006). The general 
impact of the privatization of zakat administration causes no voluntary zakat institutions in 
Malaysia. The only option for public to perform their obligation to pay zakat is through the 
established zakat institutions. Therefore, if the public do not trust zakat institutions, they will find 
another alternative channel to perform this obligation. The only alternative mean available for 
them is to pay zakat directly to the beneficiaries.  

According to Wahib, et al. (2006), 10.5% of respondents in their studies interested to pay 
zakat directly to the beneficiaries. In order to curb this problem, Muslim jurists issued a fatwa in 
June 2016, stated that zakat payment via alternative channel is not valid and against the fatwa as it 
will create bias in identifying the beneficiaries (Ghazali, et al., 2016).  

Issue of trust deficit among Muslim society towards zakat institutions is alarming. Every 
year, there are many complaints against the zakat institutions made by public which have been 
reported in the media that expressed their discontent particularly in zakat distribution. According 
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to Patmawati (2008), zakat plays a critical role in achieving justice and socio-economic status of 
Muslims, particularly the poor from being isolated from the general population. Thus, this issue 
will threaten the Muslim community itself since the effectiveness of zakat institutions is 
depending on the level of zakat collection which provided from the same community. 

Few reasons were identified for this issue to arise. The main reason is on the management 
of zakat institutions in distributing zakat inefficiently compared to the collected amount of zakat. 
Besides, the image and reputation of zakat institutions have been tarnished due to bribery and 
deviation committed by zakat officer. On zakat payers' perspective, the procedure of zakat 
application is inconvenienced for the experiences of rejection for the zakat application. These 
issues need to be address carefully and fast as it involves trust and goodwill of zakat institutions.  

At present, the total collection of business zakat is relatively low compare to zakat on 
income. It is believed that some individuals pay their zakat directly to the beneficiaries (Wahib, et 
al., 2009). It can be implied that the trust of zakat payers on zakat institutions is less to fulfill the 
objective of helping the poor and destitute. Although the fatwa had forbidden any zakat payment 
made directly to the beneficiaries, it was failed to curb the practice of direct distribution as zakat 
payers have been dissatisfied with the inefficiency of zakat distribution by the institutions (Wahib, 
et al., 2009).  

Hence, trust is being the major problem faced by zakat institutions in Malaysia to collect 
zakat from business owners. This research proposed three factors which are board capital 
composition, disclosure practice and stakeholder management to influence trust towards zakat 
institutions. Although past researchers have address the issue of trust and zakat (Mustafa, et al., 
2013; Zainal, et al., 2016) however, these researchers focus on individual zakat which implies that 
business zakat is unexplored realm.  

Trust is always a key element in a contract that involves two or more parties. In zakat 
management, trust of zakat payers should be the top priority of zakat institutions. Being a trusted 
body, it is important for zakat institutions as it may improve zakat collection and this 
consequently provides dynamism in the fiscal management of a country (Hasan, 1987). In 
addition, the efficient zakat management of zakat institutions is one of the prerequisites that may 
gain zakat payers’ trust.  

A study by Hasan (1987) affirmed that there is a need for ensuring efficient zakat 
distribution as a means to compromise the trust relationship between the zakat institutions and 
zakat payers. In compromising the zakat payers’ trust towards zakat institutions, the study found 
few things should be followed by zakat institutions; the collection of zakat should disburse 
immediately to the zakat recipients as it is their rights to have it and they are obviously in need of 
the zakat assistance, zakat collection in a particular area should preferably be disbursed to the 
zakat recipient in that particular area of collection, ensuring a good bond of brotherhood and 
healthy atmosphere for strong cooperation in that particular area, zakat fund should be disbursed 
to maximize the benefits of the zakat recipients economically and spiritually so that they will 
someday become a zakat payer and do not remain as zakat recipients, being the most important 
fiscal instrument for Muslims, zakat expenditure must aim to achieve the objectives of economic 
equity, growth and stability (Hasan, 1987). With regard to the contribution of zakat to the 
economic development of Muslims, efficient zakat management helps in developing a positive 
perception of zakat payers towards zakat institutions. Such positive perception suggests the 
important role and competence of the zakat institutions which this may probably strengthen the 
trust bonding among the zakat institution’s stakeholders.  

Moreover, various researches have pointed out the significant role of trust in defining 
both the credibility and legitimacy of charity organizations (Sergeant and Lee, 2004). Zakat 
payers’ decision is very important in contribution of zakat funds as individual payers constitute 
the largest zakat source.  



Trust towards zakat institutions among Muslims … 3 

 

Previous studies related to trust among zakat payers mostly concentrated on zakat fitrah 
(Zakaria, 2009; Obieoya, et al., 2011; Salleh & Ahmad, 2011). Nevertheless, a few research have 
been conducted specifically on business zakat (Ghazali, et al., 2016; Wahab & Borhan, 2014). 
However, research on business zakat are lack of statistical evidence since both of the studies 
attempted to develop the conceptual framework.  

Many of the past researchers agreed that distribution of zakat fund is the most important 
factors in gaining zakat payers trust. Salleh & Ahmad (2011) conducted a study on public 
confidence level of zakat distribution. The study derived five factors which are human factor, 
non-human factor, collection factor, distribution factor and corporate image of the zakat 
institutions. The result appears that collection and distribution factor are the important factor 
that influence confident level of public for zakat payment. Research finding by Obieoya, et al. 
(2011) also points towards zakat distribution. This study was conducted in Nigeria to investigate 
the antecedent of zakat payer trust particularly on zakat fitrah (tithe). The researchers construct an 
empirical model comprises of four factors which are perception on board capital of a particular 
zakat institutions, perception on disclosure practice, perception on stakeholder management and 
perception on nature of zakat institutions in term of distribution’s efficiency and effectiveness. 
The finding highlight three of the factors are found to be the important determinants except 
perception on board capital composition. 

In term of trust among business owners, Wahab & Borhan (2014) conducted a theoretical 
review of determinants factors for zakat payment by business entities in Malaysia. This study based 
on Theory of Planned Behaviour (TPB), compliance model theory and economic theory and 
critically revised 24 factors from prior literatures. The finding is consistent with the study by the 
previous researchers which include the effectiveness of distribution managed by zakat institutions is 
one of the significant determinant by business owners in Malaysia. In addition, according to 
Ghazali et al. (2016) who proposes a theoretical framework also listed distribution is one of the 
factor contributing to influence zakat payment by business owners. However, these studies are 
conceptual in nature, therefore, no statistical analyses and empirical evidence are provided. 

Other factors related to trust is disclosure practice or transparency. Mustafa, et al. (2013) 
on their research based on dependency and legitimacy theory and donor trust literatures found 
that perception on disclosure practice contribute to gain public trust towards zakat institutions. 
Similarly, Wahab & Borhan (2014) found that organizational factors which comprise 
transparency is a catalyst to other two factors which are governmental factors and internal 
factors. This study suggested that zakat institutions can be a push factor to the government to 
improvise the policy especially on tax exemption. This supported by Zakaria (2009) who did a 
research specifically on management of zakat institutions in Indonesia and the relationship with 
the public trust. The research found that in order to increase public trust, it is expected that zakat 
institutions should maximize the quality of service that covers the principles of fairness, 
transparency and responsibilities.  

Composition of board capital is significant as contributing factors of trust among zakat 
payers. Mustafa, et al. (2013) showed that right combination of members in zakat institutions 
board will enhance the trust. On the same factor but in different perspectives, Wahab & Borhan 
(2014) found that board directors’ composition of a business entities is important to create trust 
and increase their zakat payment. 

Hillman & Dalziel (2003) opined that board members are often influential factors on firm 
behaviour due to their supervisory roles. This is particularly true in their identification and setting 
of the company’s goals and objectives and the ability to meet them. Supporting the above 
arguments, given the diversity of individuals, board members introduce a diverse range of skills 
and values. These diverse skills and values are likely to influence the organization’s values and 
priorities. In light of this, board capital composition is expected to be a critical factor of 
stakeholder management practices. Social and financial status of the board members and their 
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ability to provide resources have implication for zakat institutions. Prestigious and committed 
boards should be able to attract more zakat payment to the zakat institutions. Based on the 
arguments by previous literatures, the hypothesis was framed as follows: 
H1: Perception of the board capital composition of zakat institutions will have a positive 

influence on trust towards zakat institutions among zakat payers. 
Baharum (1989) established that the lack of information disseminated to the public is the 

reason for limited public confidence towards zakat administration, this may lead to the payment 
of zakat directly to the recipients. In that case, zakat administrators should be more transparent 
to the zakat payers by providing information about the collection and distribution of zakat. Such 
actions indicate that zakat administrators are accountable and transparent in managing the zakat 
fund and are expected to create a strong trust among the zakat payers. Therefore, the second 
hypothesis is as follows;  
H2: Perception of the quality of the disclosure practices of zakat institutions will have a positive 

influence on trust towards zakat institutions among zakat payers. 
 Mustafa et al. (2013) suggested that zakat payers would trust zakat institutions if the 
institutions treat zakat recipient and other stakeholders in a favorable manner. This is an indicator 
of sound stakeholder’s management. Berman et. al. (1999) refers to the management of 
stakeholder’s management as how the management uses the resource economically for intended 
beneficiaries. Therefore, the third hypothesis is developed as follows;  
H3: Perception of the quality of stakeholder management practices of zakat institutions will have 

a positive influence on trust towards zakat institutions among zakat payers. 
 

Research Method 

This study employed quantitative research and conducted in Negeri Sembilan, Malaysia. The 
decision to conduct this research in that particular area is due to the inconsistent business zakat 
collection each year in this state. The sampling frame of this study refers to business owners who 
are categorized under Small Medium Enterprise (SMEs) and involved in food and beverages 
manufacturing. The reason is, according to Economic Census in 2011, this sector has the most 
contribution in gross output for Malaysia with RM69.5 billion. This indicates that food and 
beverages sector has large sales amount compared to other sectors and has the huge potential for 
zakat collection. In determining the population, there are 127 food and beverages companies in 
Negeri Sembilan registered under SME Corporation of Malaysia. The study used convenient 
sampling method and by referring to table by Krejcie & Morgan (1970), the sample for this study 
are 97 individuals who owns the business.  

A set of questionnaire used in this study were employed from the study by Mustafa et al. 
(2013). The questionnaire contains of nine items and measured by 5 points Likert scale indicates 
that 1 = strongly disagree, 2 = disagree, 3 = neither agree nor disagree, 4 = agree and 5 = strongly 
agree. The Likert-type Scale is used because of its suitability for self-administered surveys, 
irrespective of whether the data are collected online or offline. The questionnaire of this study 
provided as below.  

 
Perception of Board Capital Composition 

1. It will be very helpful to have a Shari’ah scholar on the board of zakat institutions.  

2. At least, a representative of zakat payers may need to be on the board of zakat institution.  

3. Zakat institutions can be relied on to have a board that has reputable members.  

Perception of Disclosure Practices 

4. Zakat institutions should disclose full financial information in the audited report.  

5. Zakat institutions should disclose their achievements in audited report.  

Perception of Stakeholder Management 
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6. Zakat institutions may systematically assess the satisfaction of zakat payers on a regular basis.  

7. Zakat institution can be relied on to act in line with Shari’ah in all its activities.  

Trust Toward zakat Institutions 

8. Zakat institution can be relied on to disclose information on zakat funds honestly.  

9. Zakat institution can be relied on not to allocate zakat funds for other services.  

 
Overall, the majority of the respondents were female (52.7%); the average age was in the range of 
21- 30 years old (40.5%); 41.9% are Bachelor Degree holder, and most of the respondents have 
been involved in business activities less than five years (59.5%).  
 

Table 1. Descriptive Statistic 

Gender 

Male  47.3% 

Female 52.7% 

Age  

Less than 20 years  12.2% 

21-30 years 40.5% 

31-40 years 14.9% 

41-50 years 14.8% 

More than 50 years  17.6% 

Education  

Secondary School and below 18.9% 

Diploma/Certificate 35.1% 

Bachelor 41.9% 

Master 4.1% 

Number of Years Doing Business 

1-5 years 59.5% 

6-10 years 21.6% 

11-15 years 8.1% 

16-20 years 1.4% 

More than 20 years 9.5% 

 
After look into the descriptive statistic, reliability test then was conducted to check the 

internal consistency between each item (Sekaran & Bougie, 2009). Table 2 shows the result from 
the reliability test. As a rule of thumb, a Cronbach’s alpha should be higher than 0.7 (Pallant, 
2005). Since the Cronbach’s Alpha in the table are higher than 0.7, all items involved in this study 
are reliable to measure the variables.  

 
Table 2. Reliability Analysis 

Variables Number of Items Cronbach’s Alpha 

Board Composition 3 0.815 
Disclosure Practice 2 0.827 
Stakeholder Management 2 0.753 
Trust 2 0.740 
All Variables 9 0.866 

Source: Developed for the current research  

 
Multiple regression is used to determine the importance of the independent variables in 

predicting the dependent variable (Sekaran & Bougie, 2009) and could also identify the most 
influential factor that influence the dependent variable (Pallant, 2005).  
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The standard multiple regression analysis produced results as shown in Table 3. The 
analysis revealed the R squared of the model is 0.381, while the adjusted R squared is 0.355. This 
could be interpreted as the independent variables tested explain 38% of the variance in trust 
towards zakat institutions. The ANOVA on the other hand shows that the model is statistically 
significant (sig. = 0.000, p < 0.05) with F value 14.384. The probability value of 0.000 indicates 
that out of 1000, there is no chance that the correlation coefficient is zero.  

The standardised beta coefficients suggest the relative importance of each factor, with 
stakeholder management exerted the largest positive significant influence (β = 0.535, p = 0.000) 
followed by disclosure practice (β = 0.356, p = 0.002) and the last factor which is board capital 
recorded negative influence and not significant (β = 0.186, p = 0.572).  
 

Table 3. Multiple Regression Analysis (Factors Influencing Trust) 

 Standardized 
Coefficients 

t-
value 

Sig. 

 Beta   

Board Capital .186 0.567 .572 
Disclosure Practices .356 3.228 .002 
Stakeholder Management .535 5.271 .000 

R Square – 0.381 
Adjusted R Square = 0.355 

F-Value – 14.384 
Sig. = .000 

Source: Developed for the current research  

 

Results and Discussion 

Based on the analysis above, it can be concluded that two out of three hypotheses are acceptable. 
Three factors have been proposed to influence trust in zakat institutions, which are board capital, 
disclosure practice and stakeholder management. A multiple regression analysis has been 
performed to find the factors that significantly influence trust among zakat payers towards zakat 
institutions. Result of the analysis reveals that only two factors have a significant positive 
relationship with trust which are disclosure practice and stakeholder management. For disclosure 
practices the result is in line with the previous research by where Mustafa et al. (2013) whereby 
they discovered that trust is created when a zakat institution is perceived to disclose broad based 
information to the public especially zakat payers.  
 

Table 4: Hypothesis Testing 

Hypotheses Status 

H1: Perception of the board capital of zakat institutions will have a positive 
influence on trust towards zakat institutions among zakat payers. 

Not Supported  

H2: Perception of the quality of the disclosure practices of zakat institutions 
will have a positive influence on trust towards zakat institutions among 
zakat payers. 

Supported 

H3: Perception of the quality of stakeholder management practices of zakat 
institutions will have a positive influence on trust towards zakat 
institutions among zakat payers. 

Supported 

 
Meanwhile, Mustafa et al. (2013) also found that the perception of stakeholders’ 

management is operationalized as a series of activities that zakat payers expect zakat institutions 
to carry out in ensuring fairness to all stakeholders and guarantee their legitimacy. Among the 
item are included in stakeholder management is zakat institutions should systematically assess the 
satisfaction of zakat payer on regular basis. Zakat payers’ trust can be developed according to the 
customer satisfaction index for zakat organizations developed by Said, et al (2012). The index 
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comprises five items which are compliance to Islamic principles, reliability, tangibles, empathy 
and responsiveness. Table 4 provided the summary of the hypotheses.  

 

Conclusion 

In conclusion, it can be concluded that trust plays a vital factor for the Muslim business owner in 
paying zakat through official and proper zakat collection institution. In this regard, the zakat 
institution should make a proper step in order to increase the level of trust among the zakat 
payers as suggested in this study. This will minimize and avoid direct distribution of zakat 
payment by the Muslim business owner to the beneficiary. Zakat collection and distribution 
managed by the official zakat institution have been proved to be more effective and 
comprehensive benefits to the asnaf and general ummah will be achieved.  

Based on the findings of this study, there are several implications and recommendation 
need to be considered in improving trust towards zakat institutions.  
First, since stakeholder management has been proven to play the most significant role in 
influencing trust towards zakat institutions, it is important for zakat institutions to look into the 
underlying factors that could build and maintain their stakeholder. Looking into the context of 
this study, stakeholder management closely related to the satisfaction of zakat payers as the 
collection of zakat rely on them.  

Second, the significant relationship between disclosure practice and trust indicated the 
importance of zakat institutions to be transparent. In order to gain high levels of trust and 
confidence of zakat payers in zakat institutions as well as to secure greater zakat collection 
amount by zakat institutions, this study has ascertained the antecedents of zakat payers’ trust as 
means to improve the amount of zakat collection. Zakat institution may have to reconsider the 
level of public disclosure regarding management of zakat funds particularly its financial 
information. Perhaps such public awareness will result in greater familiarity with the practices of 
zakat institutions therefore, fostering greater participation and support. Thus, greater familiarity 
and high level of information disclosure to the public may improve positive reputation and 
acknowledge the zakat institutions’ role and competence in managing zakat. 

Furthermore, it is suggested that the government incorporated the zakat program in 
national economic program. As zakat can serve as an effective tool to eradicate poverty, the zakat 
institutions should be getting more attention from the government and be incorporated in 
national economic program. For example, the government may inject funding to the zakat 
institutions especially those that have shown good performance and having good financial 
soundness. Since the main objective of zakat is to alleviate poverty, the success of the zakat 
program would help the overall policy in reducing poverty rate.  
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