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Abstract

This study attempts to examine the effectiveness of monthly zakat distribution as a mechanism to poverty
reduction in the state of Kelantan. The target population of this study is the masakin (poor) and fugara (hardcore
poor) (Note 1) categories of the Kelantan Islamic Religious Department (MAIK) (Note 2) zakat recipients.
Simple Random sampling procedure is applied to collect primary data related to zakat recipients from the poor
and hardcore poor category of ten districts of Kelantan. The effects of zakat distribution on poverty are analyzed
within the context of burden of poverty; specifically in terms of incidence, intensity and severity of poverty.
These are examined using four major indices of poverty, which include the Headcount Index, Average Poverty
Gap, Income Gap and Sen Index. Results revealed that zakat distribution reduces poverty incidence, reduces the
extent of poverty and lessens the severity of poverty. Further, the current zakat distribution in Kelantan only
gives a small effect on increasing the income of the poor. Hence, by locating the perfect amount of zakat
distribution to eliminate poverty and to offer alternative zakat distribution model is the best way in reducing the
income inequality and maximization of social welfare.

Keywords: Zakat distribution, poverty alleviation, poverty measures, Kelantan, Malaysia
JEL Classification: 113, O01
1. Introduction

The degree of poverty can be measured at the national level by observing the percentage of the population living
under national poverty lines. The usual measurement is by using US$1 and US$2 (at 1993 Purchasing Power
Parity terms) at reference poverty lines (Note 3). It is estimated that 20 percent (1.2 billion) of the people in the
world live on US$1 a day and 46.7 percent (2.8 billion) of them live on $2 a day (World Bank, 2001, p. 3). The
corresponding percentages of poverty for International Development Bank (IDB) member countries indicate that
a relatively large percentage of the populations of these countries are poor although the world economy has
grown intensively.

In addition, Islam had brought a method on solving the problem of poverty. Islam makes it obligatory on every
Muslim to pay a certain "tax", called Zakat, on their accumulated wealth. The money collected from this Zakat is
distributed among the hardcore poor (Fugara) and poor (Masakin). One of the most important principles of
Islam is that all things belong to Allah S.W.T, and that wealth is therefore held by human beings in trust. The
wealth is purified by setting aside a proportion for those in need, and, like the pruning of plants, this cutting back
balances and encourages new growth in our wealth.

2. Zakat and Poverty Alleviation

Zakat is one of the five fundamental obligations of Islam. It is an obligatory form of worship (Ibadah) prescribed
by Allah s.w.t. Allah commanded in the Qur’an:

“... so establish Salat and give Zakat, and hold fast to Allah ...”
(Al-Qur’an 22:78)
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The institutions of zakat are among several instruments instituted by Islam to combat and enhance welfare in the
society. Zakat helps generate a flow of funds and at the same time increase the consumption of the poor and
needy. The word zakat means growth, cleanness and purity in Arabic (Ibn Faris, 1998). The Qur’an mentions the
word zakat 30 times and at three places it appears as being commanded by God (Allah s.w.t). Zakat is often
called sadagah in the Qur’an. The importance of zakat as an obligation on Muslims is also emphasized in many
sayings of the Prophet Muhammad (pbuh). The importance of zakat may be established from a saying of the
Prophet (pbuh) in which he indicates that refusing to pay it signify a rebellion against the Islamic State (Mujahid,
2007). Hence, zakat can be considered as an essential form of worship and spiritual purification.

In Kelantan, the collection of zakat is increasing from time to time. Thus, in this case, the opportunity of zakat as
a method in reducing poverty is high. Zakat funds could be used to create a pull of funds which can be used in
financing development activities which in future can replace government expenditures. For example from the
year 2000 until 2013, zakat collection has increase from MYR 15.65 million to MYR 40.62 millions. This has
shown on how much does zakat funds will creates more chances in reducing and eliminating the poverty in
Kelantan.

3. Problem Statement

Zakat is one of the most important aspects in Islamic Economic System. One positive economic effect of zakat is
it increases the money supply which consequent increases the demand for goods and services (Note 4) (Ishak &
Ismail, 2007). However many studies in Malaysia illustrate that zakat management reported a negative
perception from the zakat payers on the management on zakat funds especially in term of distribution (Dahan,
1998; Sanep et al., 2006; Syukri, 2006; Abdul Halim et al., 2008). The objective of zakat is to assist and
rehabilitate the poor and needy (Shirazi, 1996). Thus, the zakat management agency as the trustee for managing
the collection and distribution of zakat has to assist in the process of growth and development of the Muslim
community. They must ensure that zakat can fulfill the basic needs of the poor in the community and contributes
toward a fair and just distribution and circulation of wealth in a society. Though, the effectiveness of zakat
collection and distribution mainly depends on the good governance of zakat institution (Wahid & Kader, 2010).
If the zakat institution cannot be addressed properly, it could raise negative impact on the future development of
the zakat institution.

4. Literature Review

According to Ahmed (2002) and Kahf (2004), the implementation of zakat can provide a micro financing to the
poor. Zakat can be given out to the poor for consumption purposes to avoid diversion of funds from production.
The combination of micro financing and zakat funds will make it easier for the poor to break out of the poverty
cycle. To him, zakat is a redistribution measure while the roots of poverty in Muslim countries lie in productivity
and level of economic development. Thus, any discussion of poverty eradication in the context of the Muslim
countries must focus on increasing the diameter of the cake rather than distributing a small one. Monzer Khaf
(2004) put it on the limitations of the zakat proceeds, hence suggested for the expansion of the zakat base.

Syed Othman Al-Habsyi (1994) explained that zakat can create demand that is one of the most important
components in calculating Gross Domestic Product (GDP). The distribution of zakat will create ability for them
to increase their capability to purchase. It is obvious that the fugara (poor) and masakin (needy) did not have
high demand power due to their low and insufficient income to support their needs. So their preference of using
things among them is higher than rich people. Because of that, zakat can assist them by increasing their
purchasing power. Any growth in demand obviously will accelerate to higher production for goods.

Saiful Azhar Rosly, (2008) explained that zakat plays an important role in poverty eradication and income
redistribution of the Muslim people which is a critical component of public finance in Islam. Zakat
administration in essence deals with the collection of zakat from zakat payers and distribution of zakat to the 8
recipients (Asnafs). He explained that the increasing number of shareholdings by Muslims in business
corporations as well as companies using the Islamic label such as Islamic banks and takaful companies has
provide strong basis for a systematic and efficient zakat system of collection and distribution.

S. M. Ali Akkas, (2006) revealed that the strength of zakat as a poverty alleviation tool depends on how much of
the prevailing poverty gaps would be financed by zakat proceeds. The strength can be measured by portion of
poverty gap that zakat can finance at rural and urban areas. This rural-urban segregation does not have any legal
implication but it provides insights on the effect of interventions pursued on regional basis. The information
received may help preparing policies which will encourages resources to be transferred wherever these would be
of best use. It is quite evident that from his study on poverty alleviation in Bangladesh, zakat collected from rural
area can cover only 14.8 percent of the rural poverty gap in 1997. The coverage rises over time and becomes
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24.7 percent in 2005. Per capita urban zakat receipts covers 67% of the urban poverty gap and it increases up to
84.3 percent by the year 2005. The extremely low coverage of poverty gap by rural zakat receipts shows severity
of rural poverty compared to urban poverty and the limitation of any poverty alleviation strategy solely based on
rural zakat. This warrants for mitigation strategy with the necessary condition that the intervention package must
be rural biased. Further it also must ensure that the net transfer of resources primarily comes from the rich to
poor and equally from urban to rural

M. Kabir Hassan and Juanyed Masrur Khan (2007) estimate the impact of zakat funds on the annual
development plan of Bangladesh. The zakat funds can increase the taxation potential of the government through
the improvement of productivity, employment and output. Further, the implementation of zakat in Bangladesh
has several potential effects on government budgets such as relieving budget categories targeted for poverty
alleviation for other budgetary need, increase the potential of taxation through the improvement of productivity,
employment and output. Additional the zakat collection can be used by the government as an important
economic policy tools for country’s development.

Ataul Huq (1993) in his study on development and distribution in Islam highlighted that out of eight
beneficiaries of zakat collection, six are for direct benefit of the poor and needy. Thus, zakat can play a very
significant role in the redistribution of income in the society which is performed by the Muslim obligation, who
recognized their inborn rights to survival in this world. His study further explained the economic impact of zakat
from the macro stand points which are, incentives to produce, to invest, to save, to consume and to work. If zakat
can be accepted as an economy-wide type of redistribution mechanism of transferring resources from the rich to
the poor, then it will provide the best tool for transfer mechanism in the society.

Dimas Bagus Wiranata Kusuma and Raditya Sukmana (2010) study about the power of zakat in poverty
alleviation and found out that zakat can give impact in terms of consumption variable and investment variable.
Thus, the more zakat disbursed to the recipient, the more in increasing the amount of aggregate consumption
created into economy. In spite of in Islamic economic system, zakat payer will transfer their excess income or
wealth to zakat recipient which indirectly will promote the higher propensity to consume of zakat recipient. For
the zakat payer side, they will reduce the consumption, and turn into saving/investment activities.

Income support provided by zakat fund would increase the money supply in circulation and improve the
economic gap between poor and rich group. Johari, F (2004), Patmawati (2006), Rahisam (2010), Mohd Ali, AF
(2011) & Ahmed Fahme et al., (2013) show in their studies that zakat has significant impact in bringing positive
effect towards improving the income distribution of the poor and needy. Thus, this study tries to measure the
level of the effectiveness of zakat in reducing poverty incident in complimenting and enrich the previous study
and literatures in Kelantan, Malaysia.

5. Research Methodology

This study will explore the contribution of zakat distribution in reducing the burden of poverty which will cover
the poverty incidence, the intensity, and the severity of poverty among the fuqara and masakin. To measure the
poverty incidence, this study will use the head-count index ( #) that shows the proportion of the poor households
among the total households. The extent or depth of poverty is measured by using the mean income gap (P;) and
poverty-gap ratio (I). The severity of poverty, which includes the income distribution among the poor, will be
measured by the Sen’s index of poverty (P,). The Sen’s index is a comprehensive poverty measure, which
incorporates the information on the number of poor ( /), the extent of poverty, measured by income gap (/), and
the Gini coefficient (G), as an indicator of income distribution among the poor.

The poverty measures will be estimated on both data sets on the basis of national poverty line (PLI) at MYR 740,
to see the effect of zakat distribution on poverty to the society. Those who receive income below the PLI is
considered poor (masakin) while half from PLI will be consider as hardcore poor (fugara). Further, by measuring
the income it is an easy to read and easy to compare method. Income measures provide a clearly understood
measure of welfare and its determinants. It provides a well-defined unit of analysis that is comparable across
households living in different localities. That is the underlying distribution is in terms of monetary units, which
has its own merits for comparing poverty as well as inequality. The monetary approach provides a deeper
accurate measure of the current standard of living and exhibits continuity in the welfare indicator.

This study involves testing two sets of data. By using four most popular indexes in measuring the poverty;
Household-count ratio, Income Gap, Poverty Gap and Sen Index, and the primary data survey based on Zakat
Recipient Survey, we first test the income data, before the amount of zakat distribution is included in the
household income f(y,) . Following Kakwani (1986), Shirazi (1994), Jehle (1994), Patmawati (2006) and Mohd
Ali, AF (2011) Johari F et al. (2014) & (2015) the amount of the zakat transfer is subtracted from the income of
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the household in order to get the first set of income distribution. This result will provide us information about the
burden of poverty incidence, extent and severity before zakat distribution.

Second, we tested the income data after the zakat distribution by using the same poverty index
measurement f° ( yz). This second results will provide us the information of the poverty incidence, extent and
severity after zakat was distribution. To see the effect of zakat towards reducing the poverty, the result from both
tests will be compared. The difference between these results will provides us with information about the
effectiveness of zakat in reducing the burden of poverty incidence, extent and severity in Kelantan. The poverty
measures will be estimated on both data sets on the basis of national poverty line at MYR 740, to see the effect
of zakat distribution on poverty to the society.

The headcount ratio (H#) is used to answer the first question of how many are poor. This ratio is called the
head-count (household-count).

=4 (1)
n

This measure is also known as the poverty incidence that it gives the percentage of the poor households among
the total households.

The extent or the depth of poverty is measured by using the poverty gap, and income gap of the society.

q

P=3 g @)

i=1
I= Y g/ 3)
i=eS(z)
The mean income gap and poverty gap ratio will be estimated on both f(,), and f (y2 ) income distribution.
The severity of poverty will be measured in this study by using the Sen’s Index.
P, = H[I+(1-1)G] “

The severity of poverty will be estimated on both data sets of ¥, and Y, frequency household income
distribution. The value of P, lies in the closed interval [0,1], with P,=0 if everyone has income greater than Zz ,
and P,=1 if everyone has zero income. G will be equal to zero (G = 0) when all the poor has the same income.

The diagnosis of poverty will be described in terms of the following characteristics of households;
i)  Gender of the household head,

ii)  Location by districts

iii) The age of the households head,

v)  Household size

Table 1. Number of respondent based on districts area (2008)

District Mukim Respondent Total Fuqara and Masakin Percent (%)
Bachok 8 55 836 5.7
Gua Musang 3 36 150 233
Jeli 3 35 276 12.6
Kota Bharu 15 90 1939 4.6
Kuala Krai 3 40 142 28.1
Machang 6 40 760 7.8
Pasir Mas 10 60 672 7.1
Pasir Putih 8 48 207 16.9
Tanah Merah 3 35 602 6.9
Tumpat 7 42 126 28.5
TOTAL 481 5710 8.4

Source: Research questionnaire

358



www.ccsenet.org/ass Asian Social Science Vol. 11, No. 21; 2015

Respondents for this study are selected from the list of MAIK zakat recipients of the fugara and masakin (poor
and needy) category, which is the target population. The first criteria for the respondent selection are those who
have been receiving the zakat from MAIK more than one year. With the cooperation and assistant of the zakat
officer of MAIK, the survey encompassed the entire ten districts of Kelantan. Sample of the study are 481
households (8.4 percent) of the total population of 5710 fugara and masakin (poor and needy) households in
Kelantan. For each mukim, 6 respondents were randomly selected from the list of zakat recipient of MAIK.
Initially, a number of 481 questionnaires cum interviews carried out in all ten districts in Kelantan. Table 1
illustrates the number of respondent based on districts area.

In order to collect the primary data, a set of questionnaire is used as a survey module for this study. The
fieldwork was carried out from January 2009 to May 2009 and it is done by face to face interviews with the
respondents based on the questionnaires In order to answer those previous questions, the questionnaire is divided
into three parts. The first part (Part A) is emphasizing on information regarding the background and basic
information of the head of households and their household’s members. The second part (Part B) is used to gather
information on the size and sources of monthly household’s income. The third part (Part C) is used to gather the
type and amount of assistance that is received by the households from poverty eradication agencies. Pilot test
was carried out in Pasir Putih district prior to the actual fieldwork, with the following objectives:

i. To ensure that the questions are understood and answerable by the respondent.

ii. To estimate the time needed to interview one respondent. This is important in order to estimate the time and
financial budget of the actual fieldwork so that the right number of field enumerators will be employed.

iii. To estimate possibilities of ‘non-responsive’ respondents, in order to decide the right sample size and be
prepared to overcome such problem.

6. Result

Table 2 presents the impact of zakat on households” monthly income of the fiugara and masakin categories zakat
recipients. Figure 1 shows the graphical presentation of the income impact.

Table 2. Kelantan: changes in monthly household income with and without Zakat distribution by district (MYR)

Income without Income with zakat Amount of zakat Percentage of zakat to the
District zakat (MYR) (MYR) distribution (MYR) total income (%)
Q)] (2) B3)=2-0) @) =[3)(2)] x 100

KELANTAN 191918 264938 73020 (100%) 27.56
Bachok 24443 33593 9150 (12.6%) 27.23
Gua Musang 15050 20730 5680 (7.8%) 27.39
Jeli 13750 19300 5550 (7.2%) 28.75
Kota Bharu 33930 48680 14750 (18.3%) 30.29
Kuala Krai 16605 22815 6210 (8.6%) 27.21
Machang 15500 21820 6320 (8.2%) 28.96
Pasir Mas 22190 30990 8800 (11.7%) 28.39
Pasir Putih 18810 25060 6250 (9.4%) 24.94
Tanah Merah 14000 18750 4750 (7%) 25.33
Tumpat 17640 23200 5560 (8.7%) 23.96

Source: Research questionnaire

Table 2 shows the difference between the household monthly income before and after zakat distribution. From
the table we can see that monthly household income had increased with the zakat distribution. The amount and
percentage of zakat distribution varies among the districts. Tanah Merah received the lowest amount of zakat
distribution with only 7 percent while Kota Bharu is enjoying the highest with 18.3percent. This gives us a brief
picture of zakat allocation which mostly centered in Kota Bharu because this district has the highest amount of
fugara and masakin. Overall, zakat distribution contributes 27.56 percent to the total income of the fugara and
masakin in Kelantan. By districts, the percentage of contribution ranges in between 23percent to 30 percent.
Minimum contribution to the total income is received by Tumpat (23.96 percent), while Kota Bharu is enjoying
the highest (30.29 percent).
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Figure 1. Kelantan: changes in monthly household income (MYR) with and without the Zakat distribution (per
family)

The result of zakat distribution to the poor are analyzed by using four major poverty indices of Household-count
ratio (H), mean income gap (P;), poverty gap ratio (/) and Sen index (P,) to reveal three major problems of: how
many are poor, the extent or depth of poverty, and the severity of poverty. Table 3 presents a summary of the
poverty measures of this study.

Table 3. Kelantan poverty measures: before and after zakat distribution (by districts) in the households’ income

Before Zakat Distribution After Zakat Distribution

Districts H, P; (MYR) I, P, H, P; (MYR) I, P,
KELANTAN 0.90 341 0.46 0.54 0.83 211 0.28 0.36
Bachok 0.94 319 0.43 0.55 0.80 242 0.32 0.36
Gua Musang 0.91 324 0.43 0.54 0.77 194 0.26 0.32
Jeli 0.88 347 0.47 0.53 0.85 217 0.29 0.36
Kota Bharu 0.96 363 0.49 0.60 0.91 233 0.31 0.41
Kuala Krai 0.87 324 0.43 0.50 0.86 195 0.26 0.33
Machang 0.92 352 0.47 0.57 0.82 223 0.30 0.36
Pasir Mas 0.91 370 0.50 0.58 0.83 240 0.32 0.38
Pasir Putih 0.93 348 0.47 0.54 0.85 218 0.29 0.35
Tanah Merah 0.91 340 0.45 0.54 0.86 210 0.28 0.35
Tumpat 0.86 320 0.43 0.49 0.80 190 0.25 0.32

Note: H: Household-count ratio (poverty incidence)

P, : Mean Income Gap; I: Poverty Gap Ratio; P,: Sen index of poverty

From Table 3, the highest reduction in poverty incidence occurred in Bachok and Gua Musang with 0.14 while
Kuala Krai enjoys the lowest reduction in poverty incidence with 0.01 in Kelantan. This proven that zakat
distribution in that Bachok and Gua Musang is more effective than other districts in Kelantan mostly in Kuala
Krai. As a whole, the highest poverty incidence in Kelantan is in the district of Kota Bharu with 96% rate of
poverty before the zakat distribution.

After the zakat distribution, Kota Bharu still has the highest poverty incidence, even though the poverty rate has
reduced to 91%. However, the household-count ratio is the very basic measure of poverty, which gives us the
percentage of the households below poverty line of RM 740. With identical poverty rates, the two poor
subpopulations may have very different average income levels. It is completely insensitive to the extent of the
poverty shortfall per person. From the incidence results, it shows that poverty is concentrated more on the urban
area (Kota Bharu and Pasir Mas). Most of poverty happens in this area because of the migrating people who
comes in this area and hopping to find job and income. But due to lack of skills and knowledge, it is hard for
them to get any job and income and further from poor, they had become a hard core poor and become a
homeless.
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The extent of poverty is highest in Pasir Mas with mean income gap of RM 370 and 0.50 poverty gap ratio
before zakat was distributed. Next, Kota Bharu is the second highest district of poverty extent before zakat
distribution with average mean income gap of RM 363 and 0.49 poverty gap ratio, followed by Machang, Jeli
and Pasir Putih have the average mean income gap of RM 352, RM 348, RM 347 respectively and 0.47 poverty
gap ratio before zakat was distributed. Bachok has the lowest mean income gap and poverty gap ratio with RM
319 and 0.43 before the distribution of zakat.

After zakat was distributed, Bachok who has the lowest amount of poverty extent has become the highest
amount of poverty extent although it has reduced from RM 319 for mean income gap and 0.43 for income gap to
RM 242 and 0.32. Pasir Mas becomes the second highest district of poverty extent with RM 239 and 0.32 and
followed by Kota Bharu with RM 232 and 0.31. Tumpat has the lowest of poverty extent with RM 193 and 0.25.

Results on poverty severity (P,) reveals that the income distribution among the people in Pasir Mas is distinctly
unequal and their consumption level is extremely low although the number of people below poverty line in that
area is lower than the number of poor people in some other areas but in terms of severity of poverty, it is the
second highest compare to other areas. For example, the incident of poverty in Pasir Mas (0.91) is lower than
Kota Bharu (0.96), Bachok (0.94), Machang (0.92) and Pasir Putih (0.93), but in term of severity of poverty,
their severity is the second highest in Kelantan with 0.58. This also indicates that the severity of poverty can be
high in the low poverty incidence area. From Table 6.10, we also noticed that Gua Musang has the highest
reduction in poverty severity with 0.22 followed by Machang (0.21) and Pasir Mas (0.20). It means that zakat
distribution in that district has improved the income of the worst poor and needy in that area.

7. Poverty Map

A poverty map is a data set that provides information about the spatial distribution of poverty within a country,
which allows the visualization of the incidence and magnitude of poverty across space. Based on four selected
characteristic of the households which are; gender of the head of the households, location of area by districts, age
of the head of households, and size of households, Table 4 presents poverty map of Kelantan, before and after
zakat distribution. The poverty map shows that zakat distribution has improved the poverty incidence, the extent
of poverty, and the severity of poverty of the affected households. However, the trends of poverty in terms of the
most affected area do not change with the existence of zakat distribution. In other words, zakat distribution
improved the income of all the households concerned, but the improvement is not enough to overtake their
poverty burdens, in all selected characteristics of the households.

The poverty map reveals that poverty is concentrated among the female households head. Based on district,
poverty appears to be more apparent in Kota Bharu and Pasir Mas. Poverty is highest among the households’
head belonging to the age of 25 to 40. From the poverty map, we can see that zakat distribution did not reduced
or give impact to the numbers of household with 1 to 3 members because this group has the highest amount of
poverty incidence (1) before and after zakat distribution. But in term of mean income gap (P;), poverty gap ratio
(D) and severity, zakat distribution has given some positive contribution in reducing their burden of poverty. The
poverty map also shows that poverty is prevalent among the households with 1 to 3 members, which normally
applies to old folks/couple. It is observed from the map that the area with highest poverty incidence, also
experiences the most severe form of poverty. From the table, we can see that those whose households with 10
and above enjoying the least poverty gap and exciding the Poverty Line Income (PLI) after zakat were
distributed. It should be noted that although this group enjoys the highest zakat distribution, their income is still
not enough to cover the whole family members compared to those who has less than 10 members in the family.

Table 4. Poverty map with and without zakat distribution (PLI= MYR 740)

Selected characteristics of

houscholds Poverty Incidence Mean Income Gap ~ Poverty Gap Ratio Sen Index
1) Gender of woz Wz woz WZ woz wz w0z Wz
households’
head
Male 0.86 0.80 316 187 0.42 0.25 0.50 0.32
Female 0.93 0.80 373 244 0.50 0.32 0.59 0.39
2) Districts 0.94 0.80 319 242 0.43 0.32 0.55 0.38
Bachok 0.91 0.77 324 194 0.44 0.26 0.54 0.33
Gua Musang 0.88 0.85 347 218 0.47 0.29 0.53 0.36
Jeli 0.96 0.91 363 232 0.49 0.31 0.60 0.42
Kota Bharu 0.87 0.86 324 195 0.43 0.26 0.50 0.35
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Kuala Krai 0.92 0.80 352 223 0.47 0.30 0.57 0.37
Machang 0.91 0.83 370 239 0.50 0.32 0.58 0.39
Pasir Mas 0.93 0.85 348 217 0.47 0.29 0.54 0.35
Pasir Putih 0.91 0.85 340 211 0.46 0.28 0.54 0.36
Tanah Merah 0.86 0.80 320 193 0.43 0.25 0.49 0.32
Tumpat
3) Age households’
head
25-40 0.97 0.93 405 275 0.54 0.37 0.64 0.46
41-56 0.85 0.73 312 182 0.42 0.24 0.49 0.29
57 and 0.88 0.73 380 252 0.51 0.33 0.57 0.34
above
4) Household size
1-3 1 1 481 352 0.65 0.47 0.73 0.55
4-6 1 1 392 260 0.53 0.35 0.61 0.43
7-9 0.90 0.75 277 148 0.37 0.19 0.46 0.25
10 and 0.43 0.25 37.1 -92 0.05 -0.12 0.08 0.003
above

Note: woz- without zakat distribution; wz — with zakat distribution

Income per individual for the selected characteristics of household as shown in Table 5 also shows an
improvement to the current income after zakat was distributed. For gender household’s head, male has the
highest income before and after zakat distribution, MYR 72.54 per month and MYR 2.43 per day before zakat
distribution and it increase to MYR 104.36 per month and MYR 3.48 per day after zakat distribution. Income per
individual for Kelantan is MYR 65.93 per month and MYR 2.20 per day before zakat distribution and it also
increase to MYR 93.30 per month and MYR 3.11 per day after zakat was distributed. For districts, Tanah Merah
has the highest income before zakat distribution with MYR 79.97 per month and MYR 2.67 per day while Jeli
has the lowest income per month (MYR 58.69) and per day (MYR 1.96). After zakat distribution, Tanah Merah
still has the highest income with MYR 109.89 per month and MYR 3.66 per day while Pasir Putih has become
the lowest income per month (MYR 80.10) and per day (MYR 2.67). For age of the household’s head, those who
are aged between 25 to 40 has the highest income per month with MYR 74.07 and MYR 2.47 per day before the
zakat distribution while those who aged 41 to 56 has the lowest income with MYR 62.46 per month and MYR
2.47 per day. After zakat distribution those who aged 25 to 40 still maintain the highest income with MYR
106.17 per month and MYR 3.54 per day and those who aged 41 to 56 still has the lowest income with MYR
85.17 per month and MYR 2.84 per day. For the household size, before zakat distribution, those who with 1 to 3
household size has the highest income per month with MYR 89.84 and MYR 2.99 per day while family with 7 to
9 household has the lowest income with MYR 52.04 per month and MYR 1.73 per day. After zakat distribution,
the family with 1 to 3 household sizes still has the highest income per month with MYR 137.39 and MYR 4.58
per day while family with 7 to 9 household still has the lowest income with MYR 67.04 per month and MYR
2.23 per day.

Table 5. Income per individual before and after zakat distribution

Before Zakat After Zakat

Selected characteristics of households =5 2= 0 "0 Ry ™ per day (MYR)  Per month (MYR) _ Per day (MYR)

1) Gender of households’ head

Male 72.54 2.43 104.36 3.48
Female 60.93 2.03 82.45 2.75
2) Districts

KELANTAN 65.93 2.20 93.30 3.11
Bachok 63.22 2.10 84.29 2.81
Gua Musang 63.22 2.10 86.67 2.89
Jeli 58.69 1.96 81.86 2.73
Kota Bharu 73.86 2.46 105.32 3.51
Kuala Krai 59.28 1.98 82.22 2.74
Machang 69.88 2.33 98.99 3.30
Pasir Mas 63.16 2.11 89.11 2.97
Pasir Putih 58.74 1.96 80.10 2.67
Tanah Merah 79.97 2.67 109.89 3.66
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Tumpat 63.88 2.13 87.51 2.92
3) Age

25-40 74.07 2.47 106.17 3.54
41-56 62.46 2.08 85.17 2.84
57 and above 62.90 2.10 90.44 3.01
4) Household size

1-3 89.84 2.99 137.39 4.58
4-6 57.95 1.93 79.93 2.66
7-9 52.04 1.73 67.04 2.23
10 and above 62.38 2.08 73.95 2.46

Source: Research Question

8. Discussion

Analysis on poverty in this study is based on poverty line income of MYR 740 has shown a positive result on
poverty incidence, extent and severity of income due to zakat distribution. Zakat distribution in Kelantan has
only give a small improvement in the mean income and poverty gap of the fugara and masakin. Results on
poverty analysis of this study seem to be encouraging. The results from the household-count ratio, the mean
income gap, the poverty gap ratio and Sen’s index measures suggest an improvement in income distribution after
zakat is distributed. It means that this study has proven the positive contribution of zakat in reducing poverty.

This study has also identified that poverty is more serious on the urban area. Kota Bharu has the highest poverty
incidence (H) and poverty severity (P,) while Pasir Mas has the highest mean income gap (P;) and poverty gap
ratio (I) before zakat was distributed and after zakat distribution. The highest amount of poverty incidence (H)
and Income Gap (I) is still in Kota Bharu and it also become the highest districts of poverty incidence while
Bachok become the districts with the highest mean income gap (P).

A large scale of urbanization that has swelled the ranks of the urban poor in Kota Bharu is the main reason that
contributes a large number of poverty in that urban area. The migration of rural low-income groups into the
urban areas, the influx of the foreign workers and the results of increase in unemployment have contributed to
the rise in poverty rates in that area while at the same time pressures the urban services, infrastructure and the
environment. As a result, poverty, which has long been predominantly in a rural area, has become more
urbanized. Low levels of education or skills, lack of employment opportunities, low wages, large family size and
lack of basic amenities are among the factors that cause urban poverty.

The most important finding in his study is that although Kota Bharu received the highest zakat distribution
among ten districts in Kelantan, it still maintains the worst poverty incidence, the extent of poverty, and
experienced the worst severe effect of poverty after zakat distribution. This study also proves that high of
poverty incidence, extent and severity, can also happen in developed area (i.e Kota Bharu) compared to
underdeveloped area, as the case of Tumpat, for example. This situation implies that, even though it is a
developed area, the number of poor people in Kota Bharu is high, compared to the number of poor people in
Tumpat. Besides that, the results of this study show that the extent of poverty can be high in low poverty
incidence area, as the case of Pasir Mas. This means that, even though the number of poor in Pasir Mas is small,
but the poverty gap is high. In other words, the poor people in that area are receiving a lower income compared
to other districts.

For the poverty gap and income gap that measures the shortfall of the income from the Poverty Line Index, the
people in Pasir Mas has the worst shortfall among other districts in Kelantan. Although the incidence (quantity)
in that area is not too bad (compared to Kota Bharu) but their gap (quality) is worse than Kota Bharu. It might be
the case that people in Kota Bharu has a high poverty incidence but low poverty gap (when numerous members
are just below the poverty line), while in Pasir Mas they have a low poverty incidence but a high poverty gap for
those who are poor (when relatively few members are below the poverty line but with extremely low levels of
income). Compared to herders, people in Kota Bharu has a higher risk of being in poverty, but the poverty is
more severe in Pasir Mas. Further, the types of interventions needed to help the two groups are therefore likely to
be different.

From the poverty map, it is noted that poverty is prevalent among the households with female households head.
Most of the previous study about poverty agreed that female households head women have higher poverty rates
than men in almost all societies (Casper et al., 1994). There are two main reasons poverty is more serious among
female household head; 1) lower income due to lack of capability to work in a job that is dominantly by male,
and 2) single mother who life with children. For a female headed household, finding a job that is suitable with
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their capability, skills and qualification will be hard mostly with the competition from male gender. Most
company will preferred to pay for male gender for they have more strength and capability in doing various jobs.
While this had left the female gender only one more choice, that is to involved in doing hard work such as
working in security (i.e; Factory or school) and driver (i.e; bus driver) which is not all female gender is capable
to do it. Having children in the household affects the likelihood of poverty in one definitional way. Since the
poverty line is adjusted for household size, the presence of children in a household raises the income necessary
for the household to escape poverty, and thus, income equal, single adults who live with children are more likely
to be poor than those who live alone. Single mother are much more likely to live with children than single men,
since women usually have custody of the children in cases of divorce or no marital births. Thus, even if single
men and women had equal earnings, more of the women than the men would be in poverty by virtue of
supporting children.

Poverty is also common among the households’ head at the age of 25 to 40. Normally, this group does not have
the opportunity to go to school at their schooling age, consequently did not qualify for a better-paid job. Survey
carried out suggests that most of the households with 1 to 3 members of households consist of an old couple,
who are no longer economically productive has the highest poverty burden. The poverty map, shows where
poverty is concentrated in Kelantan, and consequently which are the most affected group of poverty. Hence, it
shows where zakat distribution might have the greatest effect on poverty. This can help the policymakers; like
those in the Economic Planning Unit (EPU) and Majlis Agama Islam Kelantan (MAIK) to focus on efficient
allocation of scarce zakat resources as well as reducing and eliminate poverty in Kelantan.

Result from monthly and daily income per individual shows that zakat distribution contributes in increasing the
income which exceeding the daily poverty line ($US 1.00) for about 40 percent of the district in Kelantan. While
male household head, age of household head 41 to 56 and size of household 4 and above are still below this
World Bank poverty line (Note 5). It is clear that zakat distribution based on household size is needed to bring
the income of those who are still under this poverty line exceeded $US 1.00 (Note 6) of income per day. Overall,
the results of the previous poverty measures and the poverty map, shows where poverty is concentrated in
Kelantan, and consequently which the most affected group of poverty is. Hence, it shows where zakat
distribution might have the greatest effect on poverty. This can help the policymakers; like those in the
Economic Planning Unit (EPU) and Majlis Agama Islam Kelantan (MAIK) to focus on efficient allocation of
scarce zakat resources as well as reducing and eliminate poverty in Kelantan.

9. Conclusion

Zakat distribution has proven its effectiveness in improving per individual monthly and daily income for zakat
recipient in Kelantan. This effectiveness is proven with the improvement of monthly and daily income for all
selected characteristics after the zakat distribution but still it’s way too far from reaching the World standard of
MYR 6.20 income per individual per day. Analysis on poverty in this study has shown a positive result on
poverty incidence, extent and severity of income due to zakat distribution. Zakat distribution in Kelantan has
only give a small improvement in the mean income and poverty gap of the fugara and masakin. Results on
poverty analysis of this study seem to be encouraging. The results from the household-count ratio, the mean
income gap, the poverty gap ratio and Sen’s index measures suggest an improvement in income distribution after
zakat is distributed. It means that this study has proven the positive contribution of zakat in reducing poverty.
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Notes

Note 1. Masakin (poor) defined as those who receive income below the Poverty Line Income while fugara’ (hard
core poor) means those who receive income half the from PLI.

Note 2. Majlis Agama Islam Kelantan

Note 3. The World Bank often uses $1 a day for cross-country comparisons, which has since 1990 come to be
regarded as providing the absolute minimum standard of living. See “Nature and Evolution of Poverty,
1998-2003" pg. 49.

Note 4. Zakat distribution is a transfer of money or fund from non poor to the poor. Thus it creates a money
supply to the poor and increases their demand for goods and services.

Note 5. The World Bank often uses $1 a day for cross-country comparisons, which has since 1990 come to be
regarded as providing the absolute minimum standard of living. See “Nature and Evolution of Poverty,
1998-2003" pg. 49.

Note 6. 1 US$ is RM 3.25 (for Mei, 2014)
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