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One of the fundamental religious obligations of
Islam, along with prayer, fasting, and pilgrimage is
almsgiving (zakat). This ‘pillar’ of the Faith (arkan
al-Islam) is mentioned more than 30 times in the
Qur'an, often in direct conjunction with prayer.
Zakat is, moreover, the only of the pillars involving
material transaction. It has traditionally been under-
stood as both a mechanism for communal benefit in
which the rich give alms to those less fortunate
among the community, as well as a personal reli-
gious duty (Feener & Wu 2020: 1-3). Modern state
systems have institutionalized the practice in many
counties with the establishment of zakat manage-
ment organizations with modern systems for the
collection, management, and distribution of funds
(Salim 2008; Fauzia 2013). In Indonesia, as else-
where, Muslim scholars and NGOs have advanced
a re-conceptualization of zakat, shifting from an
emphasis on individual act to social obligation
(Retsikas 2014: 345). Researchers have noted that
historic practices range from face-to-face transac-
tions between givers and receivers to taxes en-
forced by different Islamic polities (Bashear 1993:
99-108, Singer 2008: 47-48, Schaeublin 2019: 129).

Brief history of zakat management organiza-
tions in Indonesia

Over the past half century there has been a grow-
ing consensus in Indonesia that zakat, which was
traditionally an individual practice, should be man-
aged by a centralized, professional, and transpar-
ent organization. Since 1968, following the estab-

Map 1 Location of Jakarta and Malang in Indonesia

lishment of the first provincial level zakat
management organization in Jakarta, many prov-
inces decided to establish public zakat manage-
ment organizations at the provincial level.
Throughout the 1970s, many, including the
Indonesian  Ulama Council (Majelis  Ulama
Indonesial MUI), have argued that the state should
create a highly transparent and professional orga-
nization with compulsory zakat collection. Soon af-
ter the democratization in 1998, Article 23 of the
Zakat Management Law was passed in 1999.
Under the regime of President Abdurrahman
Wabhid, the state-run Zakat Management Body,
BAZNAS (Badan Amil Zakat Nasional) was estab-
lished in 2001 to centralize the management of za-
kat and supervise provincial-level zakat manage-
ment organizations and private zakat management
organizations (Lembaga Amil Zakat/ LAZ). With
these developments, the Indonesian legal system
has come to incorporate zakat as a formal mecha-
nism for wealth redistribution mechanism adminis-
tered by the state. However, although the legal
framework aims to centralize zakat collection and
distribution there remains opposition to the idea
from a number of individual religious leaders (kyai,
ulama, and imams), and institutions including
NGOs, mosque associations, private zakat man-
agement organizations, and provincial zakat man-
agement bodies in Aceh and Jakarta. Indonesia is
therefore a region of complex and mixed forms of
zakat practice, reflecting the amalgamation of di-
verse ideological currents and competing institu-
tional actors in the country.
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The new practice of using zakat as a loan

Based on Islamic jurisprudence, there are eight
categories of eligibility for zakat (asnaf), the most
important of which are the poor and needy (fakir,
miskin). The formal administration of these qualita-
tive conceptions of poverty have, however, proved
a long-standing challenge. In recent years, one
proposed solution has been the identification of a
standard measure for an Islamic ‘poverty line’ (In.
had kifayah | Ar. hadd al-kifaya; BAZNAS 2018:
4-18). Figure 1 presents the ‘recipient pyramid’ that
was created by the research office of the Nasional
Zakat Management Body (Pusat Kajian Strategis/
Puskas BAZNAS) to illustrate the levels of distribu-
tion in relation to their humanitarian and develop-
ment priorities.

Here we see how a poverty line is established
to demarcate between traditional recipient catego-
ry for the poor (fakir, miskin), and those eligible for
‘productive zakat distribution such as loans. First of
all, from the perspective of the zakat administrators,
one of the main subjects is how to optimize the im-
pact of funds collected. Their discussions of this
problem are often framed in terms of a dichotomy
drawn between ‘consumptive’ and ‘productive’.
This is not an established categorical distinction of
classical Islamic jurisprudence, but rather a mod-
ern innovation designed to promote an effective
deployment of the traditional to serve the needs of
contemporary communities.

Consumptive zakat distribution here refers to
expenditure to provide food, clothing, housing,
transportation, health care, and education to ad-
dress fundamental needs of recipients. Productive
zakat (zakat produktif), on the other hand, is direct-
ed toward stimulating income generation among
recipients who are evaluated as able to make effi-
cient use of new capital. Productive zakat distribu-
tion thus aims to promote economic independence

Fig. 1 Priority Pyramid of Zakat Recipient

by providing financial assistance, job training and
management supervision to recipients (See Photos
1&2). Itis the concept of productive zakat that has
provided the framework for imaging the use of do-
nations to fund small interest-free loans, an idea
that has been taken up eagerly by many Indonesia
today (Nurzaman 2012: 5; Beik & Arsyianti 2016).

In 1982 - after much deliberation — the
Indonesian Ulama Council (MUI) issued a fatwa
that legitimized new interpretations of some of the
traditionally established categories used to define
those who have a legitimate claim to receive zakat.
This included a ruling that zakat funds intended for
the poor and needy can be used for other social
welfare activities, while that allocated for the sup-
port of ‘those who struggle in the Way of God’ (fis-
abilillah) can be distributed for purposes of serving
the broader aims of public welfare (maslahah ‘am-
mah) (BAZNAS 2011: 9-14). Following that, the
Islamic Figh Academy (1986) also allowed the use
of surplus zakat funds for income-generating in-
vestments. Interestingly, the Indonesian Zakat Act
clearly stipulates that zakat can be used for pro-
ductive activities to minimize poverty and improve
the standard of living, but only after first addressing
the basic needs of traditionally defined zakat re-
cipients (mustahiq). (Art. 27.1-2). In this, Indonesia
pioneered a new approach to the problem of priori-
tization in zakat distribution, one which to date has
not yet been adopted by any other Muslim majority
nation-state (/slamic Social Finance Report 2014:
58).

In order to delve into the actual operation of
‘productive zakat’, | conducted field work on zakat
management organizations in Indonesia between
November 2016 - October 2017. This took the form
of an exploratory, descriptive survey conducted on
zakat management organizations in the city of
Malang, East Java. Data was collected from the
questionnaires and interviews of the directors and



Fig. 2 Map of zakat management organizations in Malang city

In this map, the numbers @ ~ ® represent Malang city brunch of BAZNAS and its distribution unit Baitul Mal (BM). Numbers @
~ ® denote private zakat organizations that have a productive zakat program. Numbers ® ~ ® denote private zakat organiza-
tions without a productive zakat program. The writer created this map with the interviews and pamphlets of each zakat

management institution as a source.

managers of 16 zakat management organizations
and 134 clients of its zakat loan in that city. The
objective was not to criticize the working of modern
organizations administering ‘productive zakat as
an [heretical] ‘innovation’ (bid"a) in Islamic jurispru-
dence, but rather to explore these innovative prac-
tices of Muslims in contemporary Indonesia.

The results of this research show that zakat
management organizations promote funding to low
priority customers (see Figure 1). In addition to con-
sumptive distribution, managers lend interest-free
loans to low-income informal workers who cannot

afford to give zakat. Of the productive program of
zakat management organizations in Malang, 3/4 of
them (@-®) collect money in the form of zakat on
salary (zakat profesi, zakat penghasilan, or zakat
gaji). Philanthropic organizations which do not ap-
ply a monthly mandatory withdrawal of 2.5% zakat
(®-®) have no ‘productive zakat activities. They
also do not distribute zakat in the form of microfi-
nance (See the Figure 2).

Most previous studies have unilaterally under-
stood zakat to be a form of charity, but this study
shows that in Malang, zakat is also used as a tool of
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development. That model of zakat management
aims to improve the economic prosperity of people
in ways that transform them from zakat receivers
(mustahiq) to zakat donors (muzakky). In this trans-
formation, the zakat distribution managers and the
recipients interact face to face. On the collection
side, BAZNAS Kota Malang obtains zakat funds in
partnership with the Malang Municipal Office!, but
its distribution is delegated to the local Baitul Mal
and its voluntary manager (See Photos 3 & 4). This
helps to enhance the circulation of the funds within
the city, and thus supports local economic devel-
opment.

My work on the local implementation of these
innovative approaches to the management of zakat
funds presents a case that challenges established
neoliberal perspectives that have tended to trivial-

ize zakat as merely Islamic ‘charity’ or ‘philanthropy’
and often characterizes modern institutions for za-
kat administration as an aspect of Islamist agendas
for capturing state power and centralizing control.
Rather, these examples from Malang open a win-
dow onto a range of contemporary Indonesian ex-
periments with models of productive zakat that
present intervention strategies which retain aspects
of traditional Islamic concerns for poverty allevia-
tion, while also introducing new visions of religious
giving channeled toward economic development
and Muslim community empowerment.

Notes

1 The Malang Municipal Administration deducts 2.5% of
civil servant’s salary every month as zakat. The fund is
collected, managed, and distributed by BAZNAS Kota
Malang.
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(Photo by Mari Adachi, June 13, 2017)

Photo 3 The glossary shop owned by the voluntary manager of BM Kasin
(Photo by Mari Adachi, April 26, 2017)
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