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Abstract:
Zakat plays a vital role in reviving the economyathieving development as

result of three fundamental and interrelated factanamely, fighting the

compactness, encouraging investment and encourapegding. Hence, th
principle is compatible with the principles of therld economy and therefore
is considered one of the most important factorsdénimg the economi
development of the state because these stagnamirces do not enter in th
wheel of the economy and thus reduce the volundoofestic resources. Henc
this leads to a much lower level of developmenththauld be possible if all th
resources are employed and used to revive the sgoand through the abov
analysis and study of this vital resource andntpdct on the decline of pover
by establishing decent jobs and improving the leViak livelihood of the
individual and society as a whole.
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The global economic crisis of 2007-2009 is helgmdgmit the ability of states to
address the challenges of poverty, income inequalid high unemployment.
Moreover, the revolutions of the Arab Spring, whiwwve been shaking up some
Middle East countries since 2011, reflect the failof national economic plans
aimed at improving the standard of living of citigeand achieving sustainable
development. This situation makes it urgent to foahl financial resources other
than public resources alone.

This would fund development projects by ensuringitygand social cohesion.
For these reasons, it seems important, even negessaesort to the solidarity
economy in modern economies, as well as to a 'ttdel’ economy. The social
and solidarity economy (SSE) favors the satisfactid the social interest by
relying on the principles of democratic and pap@tive management, free
membership and limited remuneration. Its main nsletco combine paid and
unpaid work, economic and social activities ana@hterconnect the various local
actors to collectively solve the economic probleshsociety and attract external
resourcesl. With respect to the charitable econatnyobilizes philanthropic
resources to provide better financing and learropgortunities for people in
difficulty.

This practice is aimed at improving the living ddions of the underprivileged
classes. In this respect, these two new sectonglyjotontribute to wealth and
employment creation and the fight against povediyr study will focus on forms
of solidarity based on the principles of Islam sashzakat ("obligatory alms?)
waqf (godly foundation) or sadaga (voluntary almBhese forms of religious
solidarity can be adapted to finance developmemnjepts that contribute to
greater equality. Zakat, a moral obligation basedadevy on the surplus of the
rich, contributes to a redistribution of income vbe¢n the different social
categories and plays a sometimes-decisive roleinofegration of the poorest in
the economic circuit.

! C., Rambaud, T. (2012), "La finance islamiqueaetrise de I'‘économie contemporaine, colloque
international du 17 janvier 2012, Emirates centerstrategic studies and research, Abou Dhabi.
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2-THE WAQF AND SOLIDARITY ECONOMY
The operating mechanism, which consists of makihigéme gift of the usufruct

of a property to the benefit of a charitable fourmg makes it a valuable tool. to
support sustainable actions for economic developnigespite their economic
and social importance, zakat and waqgf remain Igrggglated from operations -
both humanitarian and development - coordinatedni®rnational aid and have
their own channels. Our objective is twofold: firgt present the role of zakat and
waqgf in the economic system, and secondly, to etaluhe possibilities of
mobilizing these flows, using the tools of Islanfiikance and solidarity finance
for make them innovative levers for financing deypshent. This is where we find
the originality of this topic that we wanted to aelsk since few studies have been
devoted to analyze these forms of religious chantgn economic perspective.
Islamic finance is a financing method based on fsimdamental principles:
participation in losses and profits; the prohibitiof excessive risk; prohibition of
the practice of interest or usury; the backing edilrassets; the prohibition of
speculative practices and the prohibition of inwvegstin companies whose
activities are harmful to people and society (t@oaaveapons, gambling, etc.).
While solidarity finance is a type of financing theollects private and public
savings and receives donations to finance spec#tmnomic activities
(environment, education, social action) or targetaddiences (women,
unemployed, activity creatofs) These two alternative financing can thus
intervene effectively in the field of charity ind@r to better develop the capacities
of these funds to put them at the service of tlememic and social development.
Our study and our thinking are articulated in thpeints. First, we will literally
and economically define the financial resourcesnfiglamic charity (zakat and
wagf), specifying their current criteria, benefriés and economic roles. Next, we
will examine investment and productive managemesthanisms to adapt these
resources to financing and development needs. Theaas must respect both the
principles of Islamic finance and the conditionstioése resources themselves.
Finally, in the last part, we will discuss the bise of the "Venture
Philanthropy3" strategy to put in place effectiveGtable investment plans for
development projects with high growth potential.

2’ Ben Néfissa, S., (1991), "Zakat officielle et zakan officielle aujourd'hui en Egypte", la revue
Egypte/Monde arabe, pp.105-120,
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Zakat As a first step, we propose to define litgrand economically the concept
of zakat, its conditions and its specific benefiegia. We will try to see the
difference between zakat and other forms of Islacharity. We will then
examine the economic functioning of zakat, the psep of which is the
redistribution of income among different socialeggiries and the inclusion of the
poor in the investment cycle. Based on concretenpies from projects in some
countries, we will discuss the possibilities of ragimg and investing in zakat for
the sustainable use of these resources. FinallyyWweemonstrate that zakat can
go hand in hand with international development sdtasce to meet the huge
financing needs. The concept of Zakat Zakat idigioetis duty for every Muslim
under certain conditions. The term zakat in Arafieans purity, increase, and
righteousness. Its purpose is therefore to helpitheto purify themselves of their
attachment to material goods and to fight agamstiehavior of greed.

This duty is thus described by the Qur'an: SuratTwbah "Repentance”, Verse
103). In economic terms, zakat is a type of 3 Ventapital or venture capital is a
form of financing that takes the form of temporagyrticipation in the capital of
companies with high growth potential in order tdseguently generate a very
strong position. capital gain. "Venture Philanthybis the adoption of venture
capital investment strategies to the needs of tiagitable sector. In this case, the
resources of the charity are used to finance swste development projects by
employing business and business practices chameerby innovation,
efficiency, the measurement of results and thecbedfar a leverage effect.

The purpose of Zakat is therefore to fight agaitis¢ accumulation of
unproductive capital by promoting cohesion betwten different categories of
society. In summary, zakat is a moral obligation tfee faithful, taken from the
flow or surplus of the rich, created for a yearr fbe specific beneficiaries
mentioned by the Koran (Surah 9, Verse 60). Thissalpaid according to the
rules of solidarity, is a right of the poor and dg@nd must not pass through the
coffers of the state. There are two types of zatatat al-mal (legal alms), which
is paid annuall}; Indebted people who have incurred debts for apjsurpose

Kettani, Omar, (1997), "L'impact de la zakat surdiéveloppement”, in la Zakat et le Wagf: Aspectstdniques,

juridiques, institutionnels et économiques, édBamque islamique de développement et l'institainigtjue de recherches
et de formation, 187-195.
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and unable to pay them. People who find themseduelslenly homeless and
away from their family or country and children frahe road).

Travelers far from his country: they can benefiinfirzakat to support themselves.
In the way of God: concerns all that is of publitdity, such as the construction of
hospitals, schools and asylums for orphans. Thditons of zakatll In order to
pay zakat, precise conditions must be respectedd@kat must come from assets
derived from a lawful activity. - The levy mustae to a property that is part of a
private property. This property must be absolutaf ts to say that it is devoid of
indebtedness and gives the owner the possibilityre¥ use. - Before paying
Zakat, we must secure the basic needs (food, hgpusttucation, health, expenses
for children, ... etc.). Then, the zakaah must &gl @t the moment the income
reaches the amount of the nissab, and if it hagmfallen below this amount
during a lunar year.

These are certain activities that are prohibitedskgm because they harm people
and society such as: the tobacco and drug induskcghol industry, gambling
industry, the arms industry. The nissab is the mimm amount for the property or
income to be subject to Zakat and therefore anydmese income does not reach
this amount, does not pay Zakat. The nissab onlsnistaquivalent to 595 grams
of silver and 85 grams of gold. As for zakat on eagnts nissab is equivalent to
that of gold and silver

The payment of Zakat after identification of theehold of ease Source: (Alaoui,
2014), "The Zakat an ethical readjustment for theiress world. Currencies:
represented by gold, silver and all that can beedlby currency such as goods,
mined mines, bank notes ... etc. The required onif the zakat of these goods
must represent 2.5%, ie one fortieth of the incoRme.example: a person has 600
grams of money (which exceeds the nissab that5sys8@ms) and the price of one
gram of money is 5 €. In this case, the amount&izwould be 600 * 5 * 2.5% =
75 €. Or, a person has a credit balance in a becduat of 4 000 €, the nissab is
2618 € and if during a lunar year, considering batance does not fall below the
value of the nissab, the zakat amount should baleéqut000 * 2.5% = 100 €. (2)
Agricultural products: these are grains intendedclansumption and capable of
being preserved, such as wheat, barley, dateggaisetc. Zakat is equivalent to
10% of the annual harvest for crops that have tbsindtion of watering without
difficulty thanks to rains, rivers. But if wateringquires more human effort and
equipment like the machines to extract the watenust in this case out 5% of the
annual harvest. 3) Livestock (camels, cattle, etc.)
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their Nissab is fixed at 5 for camels, 30 for caamsl 40 for sheep. For example:
the ownership of 5 camels leads to the donatiom @ine year old sheep; 10
camels, two ewes aged one year eachl5, etc. Gotitbehand, horses, mules and
donkeys are exempt from zakat as it is reportedhbyProphet: "The Working
Paper:" Islamic Charity: An Innovative Lever fornehcing Development? -
February 2015 13 law, neither for his horse nor Ha slave" (hadith in the
(authentic) sahih of Imam Muslim16). Zakat, sadajad waqf: To better
understand the special nature of zakat, one mustrate the difference between
zakat and other financial resources from other foofncharity.

[11-THE DIFFERENCE BETWEEN ZAKAT AND SADAQA

these two financial resources have the same goptavhoting social cohesion
and helping the poorest in the community. They asuo to reduce, if only
slightly, the economic disparities in the populatia order to diminish possible
claims from the poor in the community towards the@stnfavored, which
contributes to establishing peace. social. Howexakat is a divine obligation
enjoining Muslims with a wealth that reaches aaiartevel (the nissab) to pay a
precise amount (one fortieth of the income, 2.5%dpvor of beneficiaries quoted
by the Koran. , mentioned above. Sadaqa, on ther dtAnd, represents a non-
obligatory alms for the poor and is not tied tamaited time or quantity. B) The
difference between zakat and waqf "godly founddtitme income from these two
sources is paid on a recurrent basis, usually eyeay at the same time in the
year. However, Islamic jurists have excluded thepprty of the waqf from zakat
because the waqf is intended for persons deterniigatie donor and not by the
Koran. The waqf beneficiaries may be, in fact, memlof the founder's family
who are not necessarily poor or needy. Likewissddaqga, the waqgf is a non-
obligatory charitable act. The Economic Role of @aK heoretical and Empirical
Framework Since investment is the engine of devetq, zakat leads to a
reinjection of social surplus into the economicceit, stimulating demand and
production, especially those of basic necessiliedso helps to reduce inequality
by providing poor people with purchasing power thiave a decent standard of
living. El Kettani (1997, p.190-194), Boudjelal @8 p.7) and Alaoui (2014),
define zakat as a social investment instrument rdeog to the following
mechanism: in the first place zakat exerts a rabigion 16 All that is related to
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the Prophet as words, actions or characteristite hadiths" are collected by
Muslim scholars such as Imam Muslim and Imam MoldrAéBukhari. The
three reliable sources of hadith come from Imam IMysmam Al-Bukhari and
Imam Malik.

Working document: "Islamic charity: an innovativeevér for financing
development? "- February 2015 14 most disadvantagethl groups. Since the
propensity to consume (PMC) among low-income peapleigher than among
rich peoplel7, this income distribution will inceeathe level of consumption
among them. As a result, this redistribution wikate a demand for the goods
and services needed to drive mass production, winidlurn will increase the
demand for jobs. Moreover, the rate of zakat is [@%%) so that it does not
affect the marginal propensity to invest. On théeothand, it decreases the
propensity to uxury by encouraging investment i ¢kaple goods sector. Indeed,
when the incomes of wealthy families decrease with payment of zakat, the
consumption of luxury goods decreases more thapoptionally in relation to
income (the Engel laws of income elasticities). §hibecause zakat is taxed on
the return on capital (r) that is not spent on comgtion, it can therefore
contribute to reducing the concentration of wedtltht is equal to "rg” (r = rate of
return). (net of tax) of capital, g = growth rate).

Secondly, the poor can, subject to physical fitnese the financial resources
provided by zakat to create their own commercialotirer projects. As these
projects are likely to improve their standard ofirlg, they may subsequently
become contributors to zakat. In addition, zakat wark in complementarity
with Islamic finance in areas that it can not covadeed, Islamic banks grant
types of financing to customers who can affordejgary. On the other hand, zakat
makes it possible to finance the small projectshef poor households, unable to
resort to the banks, through loans exempted frderasts "qard hassan”. Finally,
zakat-based income redistribution policy reducesflms between social
categories by promoting the economic stability ssaey for sustainable
development. 17According to the Keynesian conswngtinction (Consumption
= PMC * Income + Self-Consumption), there is a dasing relationship between
the propensity to consume (the share of each additunit of income consumed)

4Noor, A., Abdul Rasool, M., Ali, R., Abdul Rahmam., (2014), "Efficiency of Islamic
Institutions: Empirical Evidence of Zakat Organieats® Performance in Malaysia", Journal of
Economics, Business and Management, Vol. 3, Npp282-286
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and the household income. In other words, "peopled tto increase their
consumption as their income grows, but less thapgationally to their growth".
As a result, when income rises, households thaadir reach a high income level
consume less of their income than lower income élooisls. Moreover, according
to the demonstration effect formulated by J. Dubsety, the household PMC is
determined not only by its absolute income, but &lgits relative income relative
to the average income of other households. In atloeds, the CGP is affected by
a demonstration effect by high-income households. fuch, low-income
households try to emulate the mode of consumptidgheorich and therefore have
a stronger PMC (Villieu, 2008, p.60 to 76). Workidgcument: "Islamic charity:
an innovative lever for financing development? IFgg@: The effect of zakat on
bringing the poor into the investment cycle In ortie concretely measure the
effect of zakat on economic development, many studnave empirically
evaluated it from Household surveys. Yusoff (204tlidied the impact of tenure
and education expenditures on economic growth feosurvey in four cities in
Malaysia. The results of this work indicate thakataspending and education
significantly and positively affect the rate of r&DP growth. Other things being
equal, an increase in zakat spending of 10% inescthe real GDP growth rate by
0.138%. In the same way, a 10% increase in thellsraot rate increases
economic growth by 0.023%. Using microeconomic diata a survey conducted
in Pakistan by the Household Integrated EconomicveSu (which provides
information on the donors and beneficiaries of gakdehle (1994, p.205-211)
demonstrated that zakat improves the redistribubbrincome between social
categories by blurring inequalities.

The official development assistance (ODA) 18, th&(QD's Development
Assistance Committee notes that zakat can go witirnational aid to solve
development issues such as unemployment and tkevfdanding for social and
economic projects19. These studies indicate thattzaduces poverty through an
integrated system of redistribution within socieltg. purpose is not only to lift
beneficiaries out of poverty but also to ensure ltmg-term redistribution and
circulation of money within the community. Thatudy Islamic countries must
collect it effectively and implement productive meds for its benefit to
development projects. Modern Forms of Investmerdakat: Traditionally, zakat
is collected formally or informally.
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Currently, zakat is collected by social public bardk Islamic banks. The latter
have a social solidarity service whose role isdlbect zakat and redistribute it to
enable the realization of development projects sashthe construction of
hospitals, the contribution to the equipment ofvensities and schools, or to offer
the poor the means to make their pilgrimage journey

Among these banks are the Nasser Social Bank iptEayd the Faisal Islamic
Bank. On the other hand, the informal way is to palaah to trusted people who
are responsible for redistributing it. Many douakb®ut the efficiency and fairness
of the public sector's use of zakat money, wheireasworthy people are closer to
the needy and can better understand their ne&ashis regard, there are modern
forms of zakat management that are not part ofptiglic sector but have the
technical and administrative skills to invest walhd grow zakaah. Several
Muslim-majority countries (the United Arab Emirate@atar, Saudi Arabia,
Algeria, Jordan, etc.) have established zakat fumbey are religious and social
institutions that work under the supervision of gevernment to guarantee their
legal coverage. Their objective is to count the eyoaf zakat to spend it for the
benefit of poor families through a quarterly, seanirual or annual allowance.
They also use these resources to finance pro-po@siment projects and to
acquire equipment for small businesses

In Algeria, the zakat fund is under the supervisod the Ministry of Religious
Affairs and Wagfs. It is organized into three levebrresponding to the local
basic commission (daira), the regional commissigifaya) and to the national
commission which represents the high council offtime. The latter consists of
the chairman of the board, government represeetatand major donors. The
collection of zakat is made by awareness campaatjitise local level, while the
distribution is carried out by the wilaya commissmf the zakat fund.

This commission allocates 50% of the sum for teedfit of the poor, 35.5% for
investment through "qgard hassan" (loans exempiaa finterest) and 12.5% to
the authorities 20The Social Bank Nasser is a bBAgkptian public whose
resources come mainly from the earnings of publiemprises and the budget of
the Ministry of the Wagqfs. Its goal is to fund citable activities while respecting
the ban on usury (Ben Nefissa 1991, Warde 201Q,)pZ1The Islamic Figh
Council has made zakat funds available for investmgrojects that will

® Mohammad, M. (2009)," Alternative development finig instruments for wagf properties ",
Malaysian Journal of Real Estate, Vol. (4), No 2:78-80.
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eventually be appropriated by the zakat benefigsadr affiliated with the legal
body responsible for the collection and distribntaf zakat, but provided that the
basic needs of the needy are met in the first pdexckthat sufficient guarantees
are provided to guard against possible lossesnfislaFigh Council, Third
Session, 1986, Amman, Jordan, Feddad, 1997.

4-|MPORTANCE OF ZAKAT IN SOCIETY

Thee importance of zakat in society through the imeawareness campaigns,
publicity, etc. They are also used to use the maraiected to improve the
economic situation of the most disadvantaged sooim@mic groups. There are
several types of NGOs, including: Islamic preachaggociations, social and
cultural associations and charitable associationE24mples of NGOs include
charities in Egypt: "Misr ElI Kheir" (beneficence ikBgypt), "Resalah" the
message) and "Sonaa el Hayah" (life makers) whizatozakat and donations
from individuals or companies to finance non-prefivjects (scholarships, micro-
loans to small businesses, building schools in lsiealated hamlets, providing
clean water in poor neighborhoods , etc.)

On a global scale, the American Zakat FoundatioAro&rica (ZF§ is dedicated
to collecting zakat and sadagats from Muslims elmited States for emergency
relief in poor countries. First, it sends a teamspécialists to take stock of the
needs of the population. She then sends emergexiey to the victims; for
example, during the earthquake in Haiti, the ZFt sed packages containing
hygiene kits and temporary shelters to the victimdMozambique, the ZF raised
donations to finance a feeding program by providiachnical aids to improve
agricultural production. The amount of Zakat caketc by ZF has gradually
increased from $ 3 million in 2011 to $ 7 millian2012 and $ 9 million in 2013.
The Foundation allocates 91% of this amount to stpprograms. urgency and
the rest is allocated to administrative expendz@reAs a result, the number of
national and official structures responsible fog tiollection and management of

®Minor, A., (2014), "Zakat and development finandeiling in the gaps, Open data for
international development. Disponible shttp://aiddata.org/blog/zakat-anddevelopment-fimanc
filling-in-the-gaps
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zakat funds has increased sharply in recent decadpscially in South Asia and
the Middle EastAll of this helps to demonstrate the importanerof zakat as a
tool for financing local development.

However, investing in zakat faces challenges ofyriands: the main constraint
comes from the following: the lack of quantifiedt@®&n the added value of zakat
organizations and funds, which reduces the poggilof strengthening the zakat
consciousness of the general public.The absencihesie data also makes it
difficult to quantitatively measure the importarafeThe second constraint lies in
the fact that in developing countries most NGOsgtivear charitable or non-
charitable, face obstacles that limit their prodiectand philanthropic activities,
including red tape, bureaucracy and legal condsaand some Muslims believe
that payment of their tax exempts them from payiagaah do not wish to be
subject to double taxation. Thus, the low awaremédhe economic and social
importance of zakat has made Muslims feel that Zakanly a charity that has
nothing to do with the modern economic system. Aesult, zakat in many
Muslim countries contributes only marginally to romic development plans.
Faced with these problems, Sudan and Malaysia haepted collection and
redistribution methods to maximize the role of t&orking Paper: "Islamic
Charity: An Innovative Lever for Financing Developm? "- February 2015 21
economy of zakat. Sudan has made zakaah levy ceprgusince 1990 (for
development, see below).

By contrast, Malaysia has introduced a voluntalyat levy method on monthly
income of individuals, made attractive by tax inoess (for development, see
below) 27. The compulsory levies of zakat: the cak&udan The payment of
Zakat in Sudan is made compulsory by law (Artickedf the 2001 Law). This
article stipulates that zakat is a financial oltiiga collected by the state and its
collection, distribution and administration will i@ accordance with Islamic law
(sharia law28). Zakat is levied on all Sudaneseligswho possess, in Sudan or
abroad, property subject to Zakat and are extetmleshy non-Sudanese Muslim
who works or resides in Sudan. As for non-Muslithgy are subject to taxes of
"social solidarity” of a rate that is equivalentthat of zakat29. The responsibility
for the management of zakat funds in Sudan is dzgdninto three levels:

" Aziz, M., Johari, F. and Yusof, M. (2013), "Cashatjf models for financing in education”,
Islamic Economic System Conference (lecons 20I8grmational Islamic University Malaysia
Kuala Lumpur, Malaysia.
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national level (zakat chamber), regional level igagl office), local level (local
councils and neighborhood committees) 30.

As a result, individuals do not officially pay theiakaah, while big business and
personal enterprises are forced to pay it to tleestThese sums are then
registered in an account It is then stored in chifié banking structures (the
Central Bank and the Bank of Solidarity) which mge#he accounts on behalf of
the Zakat Chamber. According to the Zakat Chamlaen'sial report, agriculture
and commercial goods are the main sources of fgnidinzakat in Sudan. These
data also reveal that between 2011 and 2012, zakagriculture and zakat in
livestock increased sharply by a rate of 73.7% 6&86&b respectively32. This
increase in the resources of zakat is explainedr8fone carrying on a gainful
activity which requires a registration in the comona register is obliged to pay
Zakat. The regional offices are in charge of reifigting zakat between local
councils. The latter are responsible for rebalandims redistribution between
richer and poorer neighborhodtls.

4.1-Vertical Redistribution

Concerns all categories of beneficiaries to meeir thecessary needs, the aid is
distributed either directly in the form of donatsom kind or in cash, or through
intermediaries (associations, organizations, efthey then provide people in
difficulty with a certain level of insurance agaifisod shortages caused by rising
world food prices. This distribution amount reach®@.3 million Sudanese
pounds in 2012, or 48% of the total amount of zat@tected. 2. Horizontal
redistribution: refers to the redistribution to amee-generating projects that form
part of a development policy and the ability of guor to participate in economic
activity. Between 2011 and 2012, projects were ¢aed for an amount of about
104.8 million Sudanese pounds (20% of the total warthef zakat collected),
targeting 306483 poor families. To avoid the lossuxh aid, the Zakat Chamber
has set up departments to analyze the relevandedofidual projects and to
evaluate their costs in order to provide them wite necessary funds and the
missing human capacities. 45% 39% 8% 4% Agricultpraducts Commercial

8 Mahed, G. (2009), "The corporate governance &Garganization managing Islamic charitable
endowments (waqfs)", Corporate Governance in Af@eae Study, No.2.pp122-123.

330



Author/Title

goods Personal businesses Livestock Capital Othmkiig document: “Islamic
charity: an innovative lever for financing develogmt? 3. Administrative Costs
and Workers' Wages: Like all NGOs, the Zakat Chandoes not receive state
funding, but has its own sources of funding (10%hef redistribution). is devoted
to administrative costs and 12.5% is allocated trkers. This strategy of
collection and redistribution in Sudan is well angaed compared to other
countries in the same region. It increases thecefEness of zakat in the fight
against poverty and regional inequalities. Howesgexeral criticisms have been
addressed to this system: - The beneficiary targesiystem should not depend
solely on informal knowledge, since other critdhan the level of income could
bias the method of selecting beneficiaries sucthagegion, origin, membership
of an ethnic group. - Within the Zakat National @teer, there is the "Zakat
Research Institute" which is responsible for pagtiim place future policies for the
management and distribution of zakat. However, nmafdhis research is oriented
towards a theoretical rather than a practical aggvo

The Zakat House must therefore pay attention tearet that develops new
practical ideas about the productive investmerzaidat (field work that collects
data on the economic and social situations of reaip of zakat, on the link
between zakat and current economic needs, etcntijoZakat levies on wages:
the case of Malaysia In Malaysia, the Zakat ManagenfAuthority (ZMA) is
responsible for the collection and redistributidrzakat. It is under the tutelage of
each federal state to decentralize the collectioth @edistribution of funds. In
some states, the management of the ZMA is entrusidtie private sector to
ensure a better outcome34. In order to improve zat collection system,
Malaysia enacted a tax law in 1997 encouraging hssto voluntarily pay their
zakaah from their monthly salary (Mohsin, Lahsaand Ismail 2011, p.284).
This law grants employees tax deductions when fagyzakat. In general terms,
the government deducts the annual amount of plaspeading based on the
number of wives and children in the family.

Zakaah is then deducted from the amount of tax. gaod example, if the annual
income of an employee is RM60,000 and he has amywvaife and four children,
then the estimated expenses will be RM16,000 (patsexpenses plus family

® Noor, A., Abdul Rasool, M., Ali, R., Abdul RahmaR., (2014), "Efficiency of Islamic
Institutions: Empirical Evidence of Zakat Organieats® Performance in Malaysia", Journal of
Economics, Business and Management, Vol. 3, Npp282-286.
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expenses). ). In this case, the net taxable incaintee end of the year must be
equal to 44,000. Suppose he has to pay RM2,60axestand decide to pay his
zakaah (44,000 * 2,5% = 1,100 RM). Under these itmms, he will only pay
1,505 RM of taxes. On the other hand, enterprisglsc@operatives have to pay
both taxes and zakaah, but the taxable base isla@d by deducting the total
zakaah from total net income37. In addition, zaiat be paid from the funds of
the Social Security (Employees Provident Fund38)his case, the payment of
zakat is explained by this example: an official s&oncome amounts to 12,000
RM will be subject to the payment of a wage contiitn of 1,320 RM and tax
levies of 1,486,50 RM and therefore his net incamiiebe RM 9.193.50. If the
official decides to contribute to zakat, his salamyd net income will remain
unchanged. But the tax payments will be reduceti287,6 RM and he will pay
248,92 RM of zakat. As for investment in Social @dy funds, the authors
(Mohsin, Lahsasna and Ismail, 2011, p.283) progosshare the fund in two
accounts (one conventional and the other Islamigjuarantee to contributors the
choice between the two types of investments arabsore donors that their zakat
will be invested in a Sharia-compliant way.

4-2The salary calculation method in Malaysia

The method of estimating the amount of Zakat oruahimcome repose on social
security scheme is mandatory for all public sersamho have reached the age of
16 and are employed under a service contract. férofcontributors reduced
retirement pensions from the age of 50 (30% ofrtkavings) and increased
pensions after the age of 55 (70% of their savitigs)

Investment = International Islamic Investment, bparty = Islamic Property,
IMMI = Islamic Money Market Instrument, Sukuk = dshic Bonds, MGIS =
Malaysian Government Islamic Securities This taeregtion system therefore
explains the fact that wages represent the mairceakat funding in Malaysia.
In addition, the Board of Directors of Zakat hascaeded in developing a set of
innovative strategies to increase the amount oftzabllected (by recruiting

19 Geoffroy, V., Robyns, A. (2009), "Les bailleurs éments de l'aide humanitaire : Le cas des
pays du Golfe", Groupe URD (Urgence, réhabilitatidédveloppement). Pari®auphine, DIAL,
pp.1-2.
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experts, encouraging scientific research, orgagizionferences and workshops,
using different social networks, etc.).

As a result, Malaysia is the second largest dohaakat in the world after Saudi
Arabia (OECD Query Wizard for International Develognt Statistics, 2014).
Nevertheless, the zakat redistribution method ssifiem a loophole since it does
not reduce income inequality in cities and ruraasr because of incomplete and
unclear data on poverty in rural areas39. Thusnaiiche zakaah is paid to large
cities where the cost of living is high without iradx into account the low
purchasing power and the credit rationing in raraas.

The compulsory levies on zakat in these countngsyato agricultural products,
commercial goods, livestock and the annual incoeteeived by certain liberal
professions (doctors, lawyers, engineers, etc.).tl@nother hand, they do not
apply to the monthly income of public officials msthe case of Malaysia. The
various systems of collecting zakat Compulsory #luxtary Volunteer with the
establishment of an official structure to manage zhkat Obligatory Fund with
tax incentives Paysl (ratio of the poor populatianing less than 1.25 $ per day
in 20102) Saudi Arabia (PA) Libya (PA) Pakistan .[4®6) Sudan (19.8%)
Yemen (9.78%) Burkina Faso (44.46%) Guinea (40.8T%® Gambia (61 , 3%)
Mali (50.6%) Niger (40.81%) Senegal (34.06%) Sidremne (56.63%) Algeria
(PA) Bangladesh (43.3%) Egypt (1.68%) ) United AEahirates (PA) Indonesia
(18%) Jordan (0.08%) Kuwait (PA) Malaysia (0%Arguments in favor of each
system - Many Muslims take lightly how they pay aakBeing a minimum tax
threshold (the nissab), zakat does not amount xongalow-level incomes.
Therefore, the compulsory imposition of zakat ggthens its social goals by
making the poor of today's taxpayers tomorrow. &Zak a moral obligation to a
spiritual dimension. Its purpose is to help thénrio purify themselves of their
attachment to material goods and to fight agaimstiiehavior of greed. That is
why the State does not have the right to intervieneblige the Muslims to pay
their zakat -The objective is to create an indepahdsocial and religious
institution having the technical and administratskalls necessary to invest well
and to to grow zakat. -These zakat funds work umigertutelage of the state to
guarantee its legal coverage. -The tax system &htzés an alternative to
traditional tax systems to solve the issue of ineafistribution among members

YAziz, M., Johari, F. and Yusof, M. (2013), "Cash &¥enodels for financing in education”,
Islamic Economic System Conference (lecons 20h8rhational Islamic University Malaysia
Kuala Lumpur, Malaysia.pp12-13.
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of society by fighting the accumulation of unprotive capital. -A system of
absolute tax incentives thus avoids double taxat@mn monthly income.
Challenges / Problems -The difficulty of estimatinga relevant way the wealth
value of individuals (real estate, jewelry, ....pte Zakat, having a spiritual
dimension, is paid for by voluntary solidarity. Buhen imposed by the state, this
solidarity can become coercive. -The absence oétemal structure to collect
zakat makes some Muslims believe that the paymetiterr tax exempts them
from the payment of Zakat. - This may lead to albe@ntribution of zakat to
strategies to fight against poverty. In some caoesirthe zakat fund needs good
governance and transparency in its functions, cibdlle operations and
distribution strategies to ensure donor confidendbe taxes finance the state
budget to serve public expenditure, while the amafnZakat is allocated to
charities -The application of zakat should not Bensas a break with the tax
system.

The Zakat levies on wages can not be generalizeall ideveloping countries
where many of the employees work in the informattee whose income is
unknown. Working document: "Islamic charity: an awative lever for financing
development? - February 2015 29 Proposals Accordingeveral empirical
studies42, it appears that the trust of the dortbesfransparency of the structure
in charge of collecting zakat and the efficiencyitefmodes of operation are the
main factors of influence on the payment. zakatesehresults demonstrate the
need to establish an autonomous, autonomous steucticollect and redistribute
zakat using the media, mosque and new social nkgator sensitize Muslims to
the economic and social importance of zakat. Tiniecgire must also be based on
a legal basis allowing donors to benefit from taweraptions. This system of
exemptions can work like that of France (and mastogean countries) which
guarantees tax reductions on income equal to 66%ooftions to works of
general interest. In other words, a donation o0& dosts only € 34 to the donor.
As for the redistribution strategies, they musphbein place by an administrative
committee made up of a team perfectly aware optbponents.

12 Bendijilalal, B., (1997), "Les formes contemporaimes wagf: le cas du Koweit",in la Zakat et le
Waqf: Aspects historiques, juridiques, institutietenet économiques, éd. La Banque islamique de
développement et l'institut islamique de recherdtate formation, p.282-296.

334



Author/Title

This team will be tasked with identifying econommieeds in order of priority in
order to obtain a concrete vision of the stratetpdse adopted to allocate zakat to
the financing of these needs. To ensure equityedficiency, such a team will
need to establish affiliated committees in villagas poor neighborhoods to
collect data on fragile individuals living in istéal small hamlets and to assess
their needs. It is important to note that countsaffering from rampant poverty
(Mali, Burkina-Faso, etc.) do not have a nationadlyoresponsible for collecting
zakat. Such structures would enable them to effelgtimanage zakat so that it
can play its full role in the fight against povemither through cash or in-kind
support, or through credits to finance micro-atig that generate income. Zakat
and official development aid: What complementariblyorder to better channel
aid and improve the performance of development egtsj international
development organizations have recently begun tdifjntheir aid strategies and
practices, taking into account the "partnershipédeal with local development
organizations. more and more present and with Bpesills. As a result, they
have increased their cooperation efforts with csoktiety organizations, which
therefore no longer have the simple task of pragdiervices to the poor but also
supporting participatory democracy as interlocutasé public power43.
Previously, we have shown that the functions of riagonal structures of zakat
are not limited to giving simple monetary assistatwe individuals in the poorest
guartile. They also contribute to fighting the otlitmensions of poverty. The
classical measurement of poverty based on monetégria, the structures of
zakat help the most vulnerable categories to r@achdequate standard of living
by providing access to essential services (healibgds, drinking water,
sanitation, electricity, etc.). However, povertyaiso assessed according to non-
monetary criteria such as the enjoyment of humanitala(education and health)
and social capital. In several countries, the zdkaud thus contributes to
improving the level of education and access to oadiare for poor households
through the construction of schools, medical cBnietc. Moreover, by granting
interest-free loans to the economically disadvaedaip help them achieve their
productive projects, the zakat institutions areeasing the participation of this
category in the economic life and in the systemmatual aid, which is a decisive
factor of social integration. It is clear that tkekat institutions can be the
appropriate partners of international developmegawizations and improve aid
effectiveness through coordination efforts. In fingt place, the two bodies share
the same objectives, namely: "to reduce extremenhygvto ensure economic and
human development, to promote social equality,igbtfagainst unemployment

335



Journal of the New Economy Vol:11/N:01(Part2) (2020), p319-

and social exclusion”. On the other hand, the tunsdins of zakat can guarantee
transparency, one of the main difficulties of atefnational partnership, since
they are helped in several countries (Malaysia,idtak Algeria, Lebanon,
Palestine, South Africa) by auditors who carry cegular audits. In addition,
zakat funds in some countries (eg Sudan and theedd#irab Emirates) publish
annual reports that report the amount of zakakectdd, its distribution channels
and the amount spent on administrative costs. Timesns therefore improve the
flow of information between international developrheaid organizations and
local zakat institutions. Comparing the aid proddsy zakat with the ODA in
Malaysia and Sudan, we found that these two flofnadtarget roughly the same
sectors. Data from zakat distribution by econondcter in Selangor State44 in
Malaysia show that in 2011, 57% of the amount d{afas allocated to the social
services sector and 33.7% to the education sddt@wise, ODA flows in 2011-
2012 are allocated primarily to the education awndiad services sector in
Malaysia. As for Sudan, the distribution of zakgtlve 8 beneficiary categories in
2012 shows that a large part of this aid is recklwethe poorest people (68%%)

4-3 The Different Factors

The similarity of objectives and activities as Wa$ the existence of a certain
transparency of information, it is interesting tstablish coordination between
international development organizations and natiarekat structures. This
cooperation has benefits for both partners in gtteaning development efforts.
First, international organizations can provide zakstitutions with skills transfer
either through the provision of experience or tigtoéinancial support. This helps
zakat funds develop their development programs sarehgthen their ability to
meet the needs of the poor. In addition, intermai@ecognition of their role as
development actors increases the credibility aadsparency of these national
structures. In addition, this cooperation increatfes capacity of international
organizations to identify the priority problems amekds of the populations, since
zakat institutions are familiar with the local emriment. Indeed, the partnership
between these two bodies makes it possible to avalduble concentration in a

BAlias, Tunku, (2012), « Venture Capital StrategiedVagf Fund Investment and Spending »,
ISRA International Journal of Islamic Finance, visue 1, pp: 99-124.
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specific sector to the detriment of another seessential to economic and human
development. In short, better coordination betwiegrnational organizations and
national structures of zakat can increase bottetfeetiveness of ODA and zakat
by maximizing their effects on economic development

The waqgf or habous represents a pillar of the Islaeconomy since the first
centuries of Islam. It holds an important placethe Muslim and non-Muslim
communities. Our objective is to highlight the moaportant aspects of Waqfs,
especially in economic terms. To do this, we wilitfdefine the concept of waqf,
its forms, its conditions, the nature of its beaiefies and its objectives. Next, we
will endeavor to analyze the management methodsirarestment mechanisms
that are used to develop and grow the assets ofvdwd, including the waqf
public or charitable whose income is distributed tfte benefit of public works,
charity or nuns. Linguistic and economic definitiohthe word waqf: The term
waqgf in Arabic is defined by two concepts: habousnfobilisation), or
suspension of the right of ownership and tasb8greing the use and the profits
of a property immobilized for charitable purposéd)e waqgf therefore refers to
the immobilization of a property for charitable pases.

The type of beneficiary defines the type of wadfthke beneficiary is religious,
charitable or public, it is a Khayri foundation. thre case where the income from
a property dedicated to waqf is allocated to paldic persons, it is a private or
family wagf: waqgf ahli or waqf dhurri. In other was, this waqf is dedicated to a
particular sector, to living people at the timetbé constitution of waqf or to
people not yet born. Finally, the donor has thétrig specify that the revenues
generated from waqf simultaneously target publindbeiaries and individuals
(wagf hybrid or shared: waqf moushtarak). Voluntacgeptance contract of the
donor (waqif / wagqifa): the formula of this contramust be immediately
operational and not in the future. It must be d#afi@ and not just a promise.
Finally, it must not include a condition that cadicts the principles of waqgf. For
example, it is forbidden to say: | would put in Wwagparcel of land provided that
| reserve the right to sell it whenever | want. fehare, however, permissible
conditions such as: devoting wagf property to dipalar category or sector. The
administrator of waqf has no right either to thegarty of the immobilized
property or to his usufruct. He does not have itlet to sell the property of waqgf
as long as it is in good condition. But if it fall#o ruin and if its profits decline
so that it does not meet the needs of the beneésjait will be possible to
exchange it for the benefit of another propert dietter report for the foundation
of the wagqf (the steps to carry out this exchangecalled istibdal, mu‘awada
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"substitution”, ibdal "exchange"). The typology whqfs: We can classify the
wagqf according to several criteria: 1. Accordinghe purposes of waqf Wagf can
be charitable-religious-public, family-private orydrid. - Waqf public or
charitable "waqf khayri": is the waqgf whose incomeintended for charitable
purposes. Recipients of Waqgf revenues may be poprogects of general interest
(hospitals, schools, mosques, public bridges, fmos). They can also be places
of prayer and worship (mosque) but also places dofcation (dar al-hadith,
madrasa, etc.). This type of wagf also includes family waqf whose
beneficiaries have disappeared. The social imphatti® type is important since
its income finances the projects of general ogrelis interest and subsidizes the
infrastructure works that give access to the basigices of companies Working
Wagqf private or family "waqf dhurri or ahli": thedome of this type of waqf is
intended for one or more persons designated byoteder. He can be the donor
himself (the wagif), his children, his grandchildreetc".

Similarly to the charitable waqf, the family waqfsva way of subsidizing the
infrastructure (shops, bakeries, baths, housas)dad), but the benefits are to the
benefit of the family members of the wagf foundeowever, the opinions of the
Islamic jurists differ on this type: the Malékitiéerrejects it, because it is against
the original purposes of the waqgf. Thus, its soampact is negative since it
increases social inequalities. But some scholarth@fHanbalites rite accept it
because they have seen that the cancellation diathidy waqf can discourage
people from practicing wagf. It has therefore beeanore beneficial to revitalize
the family waqgf in the hope that it will be transfeed into public waqgf. - Hybrid
wagf: is the waqf whose income is intended sim@tasly to the particular
beneficiaries (including the founder himself) andréligious or public works46.
For example: individuals who share the usufrucaofiaqf land between family
members and the poor. 2. According to the purpdseagf (furniture or real
estate) - Waqf real estate: which has lasting valus a commercial building
(shops, cafes, workshops), residential buildinguéles), farmland, etc. . The real
estate wagf generates income usually from a long-tease allowing to pay
regular income to the beneficiaries or to buildjgcts of social or religious

4 |dem Aziz, M., Johari, F. and Yusof, M .pp 18-20.
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utility. Moreover, there are modern forms of reatatée waqf where the assets
consist of a form of a company or bank designed awaqf that generates income
intended to finance a social or religious work.

Abu Hanifa, the founding guide of the Hanafite saha@oes not allow furniture
wagf as it may be exposed to the risk of loss atdribration. Yet this view was
not followed by other Muslim doctrines or by his mvdisciples. The latter
consider that the terms sustainability and perpeghould not be taken literally.
It is sufficient that the object of the waqf is afly imperishable, a character is not
exclusive to immovable property.

5-CONCLUSION

The development of these goods can help to imprbsee tourism sector
considered as one of the main sources of foreigmeesay. In Jordan, the
government revived an old Waqf Mosque (Ja'far ibhi Aalib Mosque),
considered one of the most important religious nmoents, surrounding cafes,
restaurants and shopping malls to welcome tourista the Health Sector: some
benefactors put hospitals or medical equipment agfe: In Cairo, the Egyptian
physician and writer Mustapha Mahmoud (1921-2008ated, in 1979, a pious
foundation "the association of Mustapha Mahmoudictvhincludes a mosque, a
general hospital, a library, a museum of geology aimuseum. aquatic Center.
Mustapha Mahmoud Hospital is intended to provide-tmst medical services to
low-income individuals and families. Known for tlg@ality of its services, this
renowned hospital has an average annual incom@ daifiion Egyptian pounds.
These revenues in turn help finance the other asssociated with the hospital
(the mosque, the library and the museum of geol@gd acquire new land
needed for expansion. Subsequently, the profits filmese investments are used
to renew medical equipment and recruit teams oégiaers essential to treat
many types of diseases (eye diseases, heart disbastl care, aging-related
diseases, etc.). The foundation is managed by adbofadirectors with 400
members including a president elected periodicétlis responsible for investing
and making the wagqgfs assets profitable to redigteilusufruct to the needy in
various forms (financial aid).
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