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ABSTRACT

This study examines inclusive zakat governance in plural societies, focusing on Indonesia and
Malaysia, to explore how governance frameworks address the inclusion or exclusion of non-Muslims,
the theological and legal arguments that support or resist such inclusivity, and the influence of
governance structures on policy outcomes. It specifically addresses three research questions: (1)
How do Indonesia and Malaysia’s zakat governance frameworks address the inclusion or exclusion
of non-Muslims? (2) What theological and legal arguments support or resist inclusive zakat practices?
and (3) How do governance structures influence inclusivity outcomes and policy implementation?
Employing a qualitative comparative approach, the study analyzes legal documents, fatwas, policy
reports, and scholarly literature through inductive thematic analysis to identify governance patterns,
theological debates, and practical challenges. Findings indicate that Indonesia’s hybrid model,
combining government oversight with private sector and community participation, shows greater
adaptability but faces coordination and trust challenges, while Malaysia’s centralized system ensures
procedural consistency yet limits localized innovation and non-Muslim inclusion. Theological and
legal interpretations remain divided, with reformist perspectives advocating broader eligibility and
traditionalist views emphasizing classical restrictions. Governance mechanisms, including
transparency, accountability, and stakeholder engagement, significantly shape inclusivity outcomes.
This research contributes to Islamic social finance scholarship by offering a conceptual framework
for inclusive and adaptive zakat governance and suggests further exploration of technological
integration and interfaith zakat distribution.

Keywords: Zakat Governance, Inclusivity, Theological Arguments, Governance Structures, Plural
Societies

INTRODUCTION

Zakat, one of the pillars of Islam, is a central instrument for promoting social justice,
alleviating poverty, and strengthening community solidarity. In the context of public welfare,
zakat serves as a means of balancing wealth distribution. Although the amount appears to
be reduced, zakat actually brings broader benefits and blessings to many parties
(Purnamasari & Shahab, 2022). In Muslim-majority countries, zakat governance has
evolved to address the challenges of religious diversity and compliance, with recent
scholarship underscoring the importance of good governance mechanisms in enhancing
compliance. Key factors such as board attributes, transparency, stakeholder management,
and procedural justice have been shown to influence trust and participation (Sawmar &
Mohammed, 2021). Nonetheless, complex zakat laws can hinder compliance, even when
socio-economic motivations are present (Bin-Nashwan, 2025). Empirical research on
Indonesian zakat institutions reveals that specific aspects of Sharia governance, including
board size and supervisory structures, positively impact organisational performance (Zakiy
et al.,, 2023). While many organisations have implemented good amil governance
principles—transparency, accountability, independence—some components remain
undisclosed (Wijayati, 2021). It has been proven that the realization of national zakat in
2021 is far from the expected projection, which is only 4.28%. Vice President KH. Ma'ruf
Amin highlighted this gap and assessed that the Zakat Management Organization (OPZ)
has not been able to encourage the community to distribute zakat through BAZNAS and
LAZ, and has not been able to invite those who have not paid zakat (Faruq et al., 2024). In
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this case, simpler regulations, better governance structures, and greater transparency are
needed to build public trust in a diverse religious context.

The implementation of Islamic philanthropic principles in plural societies faces distinct
challenges. Western-centric definitions of philanthropy often exclude many Muslim acts of
generosity, thereby limiting understanding of Muslim philanthropy (Siddiqui, 2022). This
narrow framing fails to capture the diversity of cultural and religious giving traditions in
Islamic contexts (Hughes & Siddiqui, 2024). In Indonesia, the complex relationship
between state and religion complicates the legislative process for Islamic law, including
zakat norms (Mufid & Adamu Abubakar Muhammad, 2023). Waqf, another key Islamic
philanthropic instrument, faces its own challenges in contemporary contexts and requires
reform aligned with maqasid shariah to address modern needs (Laluddin et al., 2021).
Scholars thus recommend the development of more inclusive frameworks that move
beyond Western-centric definitions, integrating diverse cultural and faith-based
perspectives (Hughes & Siddiqui, 2024; Siddiqui, 2022).

The central research problem in this study is the tension between maintaining doctrinal
integrity in zakat distribution and responding to welfare needs in religiously diverse
societies. This tension manifests in the difficulty of upholding Sharia-based restrictions on
beneficiaries while addressing constitutional principles of equality and social cohesion.
General solutions discussed in the literature include maintaining Muslim-only zakat
distribution while using alternative Islamic charitable instruments, such as infagq and
sadagah, to serve non-Muslims. Another approach is to broaden interpretations of the
mu ‘allafah qulia-buhum category to include non-Muslims whose inclusion would strengthen
social harmony.

Specific solutions from previous studies emphasise governance reform and technological
integration. Good governance mechanisms have been linked to higher zakat compliance,
with trust acting as a moderator (Sawmar & Mohammed, 2021). Technology and
governance improvements significantly influence distribution effectiveness, as seen in
programmes targeting university students (Syed Yusuf et al., 2024). Principles of good amil
governance—transparency, accountability, responsibility—align with Sharia norms and
enhance performance, public trust, and professionalism (Wijayati, 2021). While most zakat
organisations have implemented such practices, gaps remain in disclosure and fairness
(Wahyuni-TD et al., 2021).

The constitutional and policy frameworks in Indonesia and Malaysia shape the governance
of zakat and waqgf. Malaysia operates a centralised, technologically integrated zakat
management system, while Indonesia uses a hybrid model combining state oversight with
private sector involvement (Mukhlishin et al., 2024). Both systems aim to balance religious
principles with modern governance to achieve equity, transparency, and efficiency
(Rodiyah et al., 2023). Public perceptions of zakat institutions are also critical; trust is
shaped by transparency, administrative efficiency, and mission fulfilment (Jamaludin et al.,
2025). Social media adoption can further improve communication and address negative
perceptions (Abdullah et al., 2023).

A review of existing literature reveals a gap in comparative studies of zakat governance
between Indonesia and Malaysia. While each has been studied independently, there is
limited comparative analysis of how governance models affect inclusivity, compliance, and
trust in plural societies. This study addresses this gap by examining how governance
structures influence the ability of zakat institutions to balance doctrinal integrity with
inclusive welfare delivery.

The objective of this study is to compare zakat governance in Indonesia and Malaysia,
focusing on inclusivity in plural societies. Its novelty lies in combining doctrinal analysis,
governance theory, and comparative institutional study to identify pathways for reconciling
religious fidelity with equitable welfare provision. The scope includes legal frameworks,

International Conference of Islamic Economics and Business 11th 2025 | 540



ICENIES

INTERMATIOMAL CONFEREMCE OF

Fadhilah et al: Inclusive Zakat Governance: Legal-Theological ... ISLANIC ECONGHICS & BUSIKESS

governance practices, and public perceptions. The study is guided by three research
questions: (1) How do Indonesia and Malaysia’s zakat governance frameworks address
the inclusion or exclusion of non-Muslims? (2) What theological and legal arguments
support or resist inclusive zakat practices? (3) How do governance structures influence
inclusivity outcomes and policy implementation?

LITERATURE REVIEW

Classical Figh Interpretations and Contemporary Practices

Classical figh provides the foundational framework for zakat distribution, including the eight
categories of recipients (asnaf), yet its explicit treatment of non-Muslims' eligibility remains
limited. While traditional interpretations often confine the mu’allafah quladbuhum category
to converts to Islam, contemporary practices show adaptive reinterpretations. For example,
LAZNAS Nurul Hayat Surabaya limits mu’allaf support to new Muslims, excluding non-
Muslims altogether (Mubin & Siddig, 2022). In North America, some Muslim organizations
diverge from classical rules by extending zakat to charitable institutions (Wahb, 2023). In
Indonesia, zakat collection has expanded to include corporate entities, a concept absent
from classical jurisprudence (Khamim et al., 2025). Historically, the relevance of Islamic
law to non-Muslims in usdl al-figh emerged from practical cases before becoming a more
abstract doctrinal debate (Osman, 2021). These developments highlight a growing space
for contextual interpretations while maintaining adherence to Sharia principles.

Magasid al-Sharr’ah-Based Reinterpretations

Recent scholarship advances innovative approaches to zakat distribution aligned with
magqasid al-sharr’ah. In Indonesia, BAZNAS Kendal has applied maqasidr ijtihad to expand
collection from corporate donors and allocate funds for community development and
microfinance (Bashori et al., 2024). Jamaluddin Athiyah’s theory of maqasid al-ummah
extends the objectives of Sharia to encompass individual, familial, societal, and
humanitarian dimensions (Athiyyah, 2002; Wardi et al., 2023). Governance reform also
plays a key role; studies link good governance and fraud prevention to improved
institutional performance (Wahyuni-TD et al., 2021). Optimizing zakat governance further
requires technological adoption, enhancing amil capacity, and meeting mustahik needs
(Widiastuti et al., 2021). These studies collectively indicate a shift toward dynamic, context-
sensitive interpretations of zakat while upholding its foundational objectives.

Governance Models in Islamic Philanthropy

Governance structures significantly influence the inclusivity and effectiveness of Islamic
philanthropic institutions. A comprehensive framework for enhancing zakat compliance
includes board attributes, transparency, stakeholder management, and procedural justice
(Sawmar & Mohammed, 2021). In Malaysia, corporatization has positively impacted waqgf
governance, though overall practices remain moderate (Kamaruddin & Hanefah, 2021).
Cash wadf in Islamic financial institutions faces governance challenges, but technological
integration can improve transparency and accountability (Nofianti et al., 2024). In the
healthcare sector, a corporate waqf model has been proposed to blend historical waqf
hospital practices with modern public-private partnerships, aiming to improve governance
and sustainability (Raja Adnan et al., 2022). These examples demonstrate how governance
innovation can enhance inclusivity and long-term impact.

Inclusive Welfare Practices in Indonesia and Malaysia

Comparative studies reveal varied approaches to welfare provision through Islamic
financial instruments. Malaysia’s centralized zakat system contrasts with Indonesia’s hybrid
model, while Turkey adopts a decentralized structure (Mukhlishin et al., 2024). Research
on SME owners’ participation in waqf across Indonesia and Malaysia shows that
knowledge and attitude strongly influence engagement (Laila et al., 2023). In rural
development, forest community empowerment initiatives integrate local wisdom into
sustainable management, underscoring socio-economic and cultural considerations (Ida
Afidah, 2025). During the COVID-19 pandemic, cooperatives in both countries displayed
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resilience through state support and social solidarity, including Indonesia’s gotong royong
tradition (Yuhertiana et al., 2022). These practices reflect the interplay of traditional values
and modern instruments in promoting inclusive welfare.

Theoretical and Conceptual Frameworks

The literature reveals that inclusive zakat governance rests on two intersecting dimensions:
doctrinal interpretation and institutional design. Doctrinally, maqasid al-sharr’ah provides a
flexible yet principled basis for adapting zakat rules to contemporary plural contexts,
balancing fidelity to Sharia with societal welfare objectives. Institutionally, governance
frameworks emphasizing transparency, accountability, and stakeholder engagement are
essential for enhancing trust and compliance. This study positions itself at the nexus of
these dimensions, using a comparative approach to examine how Indonesia’s hybrid and
Malaysia’s centralized governance models mediate the relationship between doctrinal
commitments and inclusive welfare outcomes.

Figure 1 presents the theoretical and conceptual framework underpinning this study on
inclusive zakat governance in plural societies. It synthesizes theological, legal, and
governance perspectives to illustrate how these interrelated dimensions shape the
inclusion or exclusion of non-Muslims in zakat distribution. The framework integrates
insights from Islamic jurisprudence, governance theory, and policy implementation studies,
thereby offering a holistic analytical lens for examining the interplay between normative
principles, institutional arrangements, and practical outcomes in diverse socio-religious
contexts.

Governance Frameworks
(Indoneswa & Malay5|a)

/\

Theological & Legal Governance Structures
Arguments & Policy Implementation

Inclusivity Outcomes
(Including/Excluding Non-Muslims)

1

Socio-Economic &
Interfaith Impact

Figure 1. Theoretical and conceptual frameworks for inclusive zakat governance
Source: Author Analysis (2025)

By mapping these relationships, Figure 1 highlights the complex and multi-layered factors
influencing inclusive zakat governance, providing a structured foundation for the
subsequent analysis. This framework not only guides the empirical investigation but also
contributes to broader scholarly discourse on Islamic social finance and governance in
plural societies.

METHODS

This research adopts a normative juridical approach, combined with a library-based
research strategy, to examine inclusive zakat governance in Indonesia and Malaysia within
the broader context of plural societies. The normative juridical method focuses on the
critical analysis of statutory instruments, Sharia regulations, and doctrinal interpretations,
allowing for an in-depth evaluation of how legal frameworks and religious principles
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intersect in zakat governance. Primary sources include national zakat laws, regulatory
guidelines, and official institutional reports, while secondary sources comprise scholarly
works on Islamic governance, zakat management, and socio-legal comparative studies.
The study employs the "most similar systems" design to compare two Muslim-maijority
countries with shared religious traditions but differing governance models. This approach
follows the rationale outlined by Masood & Bowie, (2023), Friedl, (2023), and Ozer &
Jacoby (2024), demonstrating how comparative analysis between structurally similar
systems can reveal the role of institutional differences in shaping governance outcomes.
Contextual nuances are carefully considered to avoid overgeneralisation.

Data analysis integrates Islamic legal theory with governance assessment frameworks, as
proposed by AlQassar & Ahmed (2022) and Hirsanuddin & Martini (2023). This enables a
multidimensional evaluation, balancing doctrinal fidelity with principles of Good Corporate
Governance, such as transparency, accountability, and stakeholder orientation (Pahlevi,
2023). The governance of Islamic philanthropic institutions, including zakat and cash wadf,
is also examined in light of technological integration challenges and opportunities identified
by Nofianti et al. (2024).

In terms of methodological rigor, the study adheres to best practices in Qualitative
Comparative Analysis (QCA), ensuring alignment between analytic choices and theoretical
frameworks, as recommended by Thomann et al. (2022). The integration of Shari*ah-based
norms with modern governance analysis also draws from empirical studies on sustainability
and resilience in Muslim-majority contexts (Alibasi¢, 2024) and the diffusion of governance
principles through cross-disciplinary engagement (Malik et al., 2021). This methodological
design provides a coherent foundation for evaluating inclusive zakat governance models
across two comparable yet distinct national contexts.

RESULTS

Governance Frameworks and Inclusivity

The governance structures of zakat in Indonesia and Malaysia exhibit significant
differences that directly influence inclusivity and institutional performance. Malaysia utilizes
a centralized, technologically integrated system for zakat collection and distribution,
managed primarily by state religious councils. This centralized approach promotes
standardization, facilitates the use of digital platforms, and ensures stronger institutional
oversight (Mukhlishin et al., 2024). Digital innovations, including online payment gateways
and automated allocation mechanisms, have enhanced efficiency and broadened access,
especially in urban areas (A. Alam et al., 2023). Despite these advancements, rural
outreach and equitable regional distribution remain ongoing challenges.

Indonesia, by contrast, employs a hybrid model, combining government oversight through
the National Zakat Agency (BAZNAS) with substantial contributions from private zakat
organizations (LAZ). This structure allows for localized engagement and institutional
diversity but often results in inconsistent governance standards and fragmented service
delivery (Mukhlishin et al., 2024). Efficiency remains a concern in both countries, with the
average institutional performance at approximately 78%, hindered by suboptimal fund
allocation and distribution (Riani et al., 2024). Regulatory measures and institutional roles
in Indonesia have yet to substantially enhance distribution outcomes, indicating a need for
more effective policy alignment and enforcement (Kamaludin Yusup et al., 2021).

Both systems prioritize disbursements to the poor (fugara’), needy (masakin), and
wayfarers (ibn sabil), aligning with Sharia provisions (Azhar et al., 2023). In Indonesia,
productive zakat is distributed through direct business capital assistance and proposal-
based funding to support disaster recovery and small enterprise development (Arifin &
Anwar, 2021). While these programs contribute to economic resilience, their long-term
impact on poverty alleviation remains inconclusive.

International Conference of Islamic Economics and Business 11th 2025 | 543



ICONIES

INTERMATIONAL CONFERENCE OF

Fadhilah et al: Inclusive Zakat Governance: Legal-Theological ... ISLANIC ECONGHICS & BUSINESS

Zakat’s function as an Islamic social finance tool extends to emergency responses. During
the COVID-19 pandemic, zakat contributions rose in multiple Muslim countries,
complementing state social safety nets (Gallien et al., 2023). However, enduring
obstacles—such as insufficient funding, limited human resources, and donor-recipient
attitudinal barriers—continue to impede its full potential (Shuaib & Sohail, 2022).

Regional variations further influence inclusivity. In Indonesia, disparities exist in community
engagement and access to inclusive education, with certain regions exhibiting high
inclusive values and others facing systemic constraints (Andriana et al., 2025; Yasin et al.,
2023). Similar disparities are found in Malaysia regarding access to sports facilities for
persons with disabilities, affecting participation and representation (Fitri et al., 2022).
Additionally, research shows that religiosity is not a significant predictor of SME owners’
involvement in waqf, whereas knowledge and attitudes are critical determinants (Laila et
al., 2023). While centralized and hybrid governance models each present distinct strengths,
both face structural inefficiencies and inclusivity gaps. The literature advocates for
reinforced regulatory systems, enhanced coordination between institutions, greater
technological integration, and context-specific outreach strategies to bridge the
governance-performance divide. To provide a clear comparative overview of these
governance arrangements, Table 1 summarizes the key structural features, institutional
actors, and inclusivity implications of Indonesia’s hybrid model and Malaysia’s centralized
framework. As shown in Table 1, the governance architecture in each country embeds
distinct opportunities and constraints for non-Muslim inclusion, reflecting broader
institutional philosophies and the balance between doctrinal adherence and adaptive
welfare-oriented reforms.

Legal and Ethical Dimensions of Zakat Distribution

The legal and ethical dimensions of zakat distribution in Indonesia and Malaysia are shaped
by theological interpretations, state policies, and evolving social norms. Traditional
jurisprudence confines zakat recipients to eight categories (asnaf), primarily within the
Muslim community. However, contemporary scholarship is divided over expanding this
scope. Some argue for the inclusion of non-Muslims and charitable institutions, especially
in plural or non-Muslim-majority contexts, to address broader social needs (Hughes &
Siddiqui, 2024; Wahb, 2023). In contrast, a prevailing scholarly consensus maintains that
possession-based eligibility remains a prerequisite for the first four categories (Mohd
Roslan Mohd Nor et al., 2023).

In Malaysia, state religious councils function as the sole authority for zakat management,
with decisions on eligibility and allocation guided by local fatwas and Sharia advisory
bodies. This centralization fosters consistency but can limit flexibility in responding to
emerging social realities. Despite a strong legal framework, certain areas—such as zakat
on mineral resources like oil and gas—lack comprehensive regulation, creating legal
ambiguity and missed revenue opportunities (Ag Omar et al., 2021).

Indonesia’s hybrid governance model allows the National Zakat Agency (BAZNAS) and
private zakat institutions (LAZ) to interpret and implement zakat allocation within national
guidelines. Fatwas issued by the Indonesian Ulama Council (MUI) significantly influence
these practices. During the COVID-19 pandemic, MUI fatwas demonstrated adaptive
inclusivity, permitting zakat to be allocated for pandemic-related needs in alignment with
state welfare policies (Hakim et al., 2023). This adaptability illustrates the dynamic interplay
between religious rulings and public policy (Mufid & Adamu Abubakar Muhammad, 2023).

Ethically, the debates extend beyond legal eligibility to encompass questions of distributive
justice, social equity, and interfaith solidarity. Reformist Islamic scholars, such as Soroush,
Shabestari, and Vasmaghi, advocate for interpretations of zakat that uphold universal
human rights, freedom of religion, and gender equality (Akbar, 2021, 2022, 2023). These
perspectives challenge rigid interpretations, urging a balance between immutable religious
principles and the mutable demands of contemporary society. Compliance and governance
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quality are central to ensuring that legal and ethical standards are met. The more insight a
person has about an object, the more aware they will be, and vice versa (Setiyowati et al.,
2023). Studies indicate that board diversity, transparency, and stakeholder engagement
enhance compliance in zakat institutions (Sawmar & Mohammed, 2021). Productive zakat
programs, when aligned with ethical governance, can improve livelihoods and foster long-
term welfare (Mawardi et al., 2023). However, persistent challenges such as inconsistent
policy enforcement, limited donor trust, and inadequate public awareness continue to
constrain both legal effectiveness and ethical inclusivity.

The legal and ethical dimensions of zakat distribution in Indonesia and Malaysia reveal a
tension between tradition and reform, centralization and flexibility, and religious exclusivity
and inclusive welfare provision. Addressing these tensions requires integrated policy
reforms, capacity-building for zakat administrators, and sustained scholarly engagement to
harmonize Sharia compliance with evolving societal needs. To clarify the interplay between
legal frameworks and ethical principles in shaping zakat distribution policies, Table 2
presents a comparative summary of Indonesia and Malaysia’s approaches.

Table 1. Comparative Analysis of Zakat Governance Frameworks and Inclusivity in
Indonesia and Malaysia

Indonesia — Hybrid Governance Malaysia — Centralized

DA Model Governance Model
Hybrid model integrating government Centralized model under state
Structural oversight (BAZNAS) with private Islamic Religious Councils with
Framework  sector and community-based zakat  uniform regulations and direct
institutions (LAZ). administrative control.
National Zakat Law (Law No. State-level zakat enactments
Requlato 23/2011) allows operational roles for under the authority of each
B 9! y both public and private institutions;  Sultan’s religious council;
asis N s : .
provincial variations in standardized procedural rules
implementation. within states.
No explicit legal prohibition; space for Predominantly excludes non-
Inclusion of reformist interpretations supporting  Muslims in line with traditional

conditional inclusion, but limited in figh; few pilot initiatives targeting
practice due to theological non-Muslim welfare via general
contestation and institutional caution. charitable funds, not zakat funds.

Participatory in some regions,

Non-Muslims

Decision- : . . Top-down decision-making,

. involving community leaders and : : >
Making : o ensuring consistency but limiting
NGOs, allowing context-sensitive o

Process . local-level flexibility.
adaptations.
High potential for innovation in Stable procedural control and
Operational inclusivity, disaster relief, and efficient resource management;
Flexibility interfaith social programs; hindered less adaptable to local socio-
by coordination and trust deficits. religious dynamics.
Power imbalances between Lack of mechanisms for zakat on
Ke government and civil society actors; certain resources (e.g., oil, gas);
y limited public trust in private zakat low flexibility to accommodate
Challenges e ; L ! . )
entities; inconsistent monitoring diverse community needs;
standards. theological rigidity.

Greater theoretical potential for
Implications inclusive zakat practices if
for Inclusivity governance coherence and trust can
be strengthened.

Source: Author Analysis (2025)

Procedural stability ensures
compliance but maintains narrow
scope of inclusivity.
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Table 2. Comparative Legal and Ethical Dimensions of Zakat Distribution in
Indonesia and Malaysia

Implications for

Dimension Indonesia Malaysia . .
Inclusivity

Different legal anchoring
Law No. 23/2011 on State Islamic affects flexibility:
Zakat Management; S . Indonesia’s statutory—
Religious Council
supported by Ministry of fatwa hybrid allows more
Enactments under
Primary Religious Affairs . . interpretive variance,
) respective State laws X . ;
Legal Basis regulations; fatwas from centralized authorit ’ while Malaysia’s uniform
the Indonesian Ulama with National Fatwg state-based statutes
Council (MUI) as : . promote legal stability
. : ; Committee guidance. . ;
interpretive guidance. but limit adaptive
change.

Plurality of views among Predominantly

scholars; reformist traditionalist

interpretations interpretations
Theological increasingly discussed aligning with Shafi‘i
Orientation in academic and policy jurisprudence,

Theological diversity in
Indonesia allows
potential expansion of
beneficiary categories,
whereas Malaysia’s

circles, enabling maintaining classical ; ; .
. o theological uniformity
debates on non-Muslim restriction on non- ; o
AP ) - reinforces exclusivity.
eligibility. Muslim recipients.
MUI fatwas have Fatwas from National Binding nature of
significant influence on  and State Fatwa Malaysian fatwas
public policy and serve  Committees are ensures doctrinal
Role of as social engineering binding within state  consistency but reduces
Fatwas tools; more openness to jurisdiction; generally inclusivity flexibility
contextual conservative in compared to Indonesia’s
reinterpretation in crises expanding zakat advisory yet influential
(e.g., COVID-19). categories. model.

Ethical framing
influences inclusivity
narratives: welfare-

Fairness, equity

Justice, social welfare, L )
within Muslim

and community

Ethical e community, and . .
Princi solidarity; some . . o oriented ethics can
rinciples ) = doctrinal integrity; o . .
E . discourse on magasid h justify broader inclusion,
mphasized _ - — : less emphasis on ; - s
al-shari'ah as a basis : while doctrinal-protection
. . cross-faith welfare . o
for broader inclusion. A ethics maintain
distribution. exclusivity
Policy debates often Strong alignment Isr::riztlggam‘;db?llit .
involve balancing between policy and Indc?nesia eshibitsy.
Policy— classical interpretations theology; low raamatic neqotiation
Theology with socio-economic tolerance for get\?veen theoslqo and
Interaction needs; openness to pilot divergence from 9y .
; ; welfare needs, Malaysia
programs targeting established sustains alianment for
broader recipients. jurisprudence. N

predictability.

Source: Author Analysis (2025)

As illustrated, the interaction between legal authority, theological interpretation, and ethical
priorities creates divergent pathways for addressing inclusivity, with Indonesia’s pluralist
tendencies offering more scope for reinterpretation compared to Malaysia’s doctrinally
cohesive system.
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Governance, Public Trust, and the Balance Between Stability and Flexibility

The governance of zakat institutions in Indonesia and Malaysia illustrates the intricate
relationship between structural stability, operational flexibility, and public trust. In both
countries, governance frameworks are pivotal in shaping institutional performance and
societal perceptions. Indonesia employs a hybrid zakat governance model that integrates
state oversight through BAZNAS with private sector participation via LAZ, providing
adaptability to regional socio-economic contexts (Mukhlishin et al., 2024). Malaysia, by
contrast, maintains a centralized system under state religious councils, ensuring uniformity
in policy but limiting local innovation.

Public trust is recognized as a decisive factor influencing zakat compliance and
participation. Good governance mechanisms—including transparent financial reporting,
accountable leadership, and inclusive stakeholder engagement—significantly enhance
public confidence in zakat institutions (Sawmar & Mohammed, 2021; Wijayati, 2021). Trust
functions both as an indicator of institutional legitimacy and as a driver of donor behavior
(Jamaludin et al., 2025). However, the persistent gap between potential and actual zakat
collection is partly attributed to low public awareness and skepticism about institutional
efficiency (Azwari et al., 2023).

Hybrid governance models present opportunities and challenges in managing the trade-off
between stability and flexibility. Stability, provided by regulatory oversight and established
administrative processes, ensures compliance with Sharia principles and fosters donor
confidence. Flexibility, meanwhile, allows institutions to tailor programs to emergent needs,
such as disaster relief or pandemic-related assistance. Multi-partner governance in
Indonesia facilitates resource mobilization from diverse actors, yet coordination difficulties,
resource disparities, and power imbalances can undermine efficiency (Mustari et al., 2024).
In Malaysia, centralized structures offer procedural consistency but may delay adaptive
responses to localized challenges. To synthesize the comparative analysis of governance
structures in Indonesia and Malaysia, Table 4.3 summarizes the main findings, their policy
implications, and academic contributions. The table distills the complex interactions
between governance models, institutional coordination, transparency mechanisms, and
technological integration in shaping inclusivity outcomes in zakat management.

As illustrated in Table 3, governance structures exert a decisive influence on policy
implementation by determining the balance between procedural uniformity and local
adaptability, the clarity of institutional mandates, and the integration of technology into
zakat administration. These structural dynamics not only affect operational efficiency and
inclusivity but also contribute to the broader discourse on faith-based welfare governance
in plural societies.

Empirical studies across governance contexts demonstrate that aligning organizational
culture with Islamic work ethics and Maqgasid-oriented objectives enhances performance
outcomes. Such alignment reduces work-family conflict, increases job satisfaction, and
improves overall commitment among zakat administrators (Abdul Rahman et al., 2021; Zia
et al., 2022). Because in Islam, responsibility is a form of worship, as every deed done with
sincere intentions for the sake of goodness and in accordance with Islamic law will be
rewarded by Allah (Hidayatussaliki et al., 2024). Moreover, Sharia governance elements,
such as active supervisory boards and well-defined oversight roles, positively influence
institutional productivity (Zakiy et al., 2023).

Balancing stability and flexibility is not unique to zakat governance; it is a well-documented
phenomenon in organizational and policy studies. Dynamical systems theory suggests an
inherent trade-off between these properties, where excessive rigidity stifles innovation and
excessive flexibility risks undermining procedural integrity (Musslick & Bizyaeva, 2024). In
the zakat sector, heterogeneous matching of stability-oriented structures with flexibility-
enhancing practices can yield complementary benefits (Li et al., 2023).
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Enhancing public trust in zakat institutions in plural societies like Indonesia and Malaysia
requires a governance approach that harmonizes Sharia compliance with responsive,
context-sensitive strategies. This involves strengthening transparency, reinforcing
stakeholder participation, and fostering adaptive capacities within institutional frameworks.
By strategically balancing stability with flexibility, zakat governance can achieve both
operational resilience and sustained donor confidence.

Tabel 3. Governance Structures and Policy Implementation in Inclusive Zakat

Management
Governance Kev Findinas Policy Academic
Dimension y 9 Implications Contribution

Malaysia’s centralized,
technologically integrated

zakat governance ensures  Policymakers Expands
procedural uniformity and should explore comparative
transparency but reduces hybrid—centralized governance
. local adaptability; Indonesia’s synergy by adopting literature by
Centrallzed VS- hybrid model blends state centralized illustrating trade-
Hybrid Models . :
oversight with transparency offs between
private/community mechanisms while centralization and
participation, offering maintaining local hybridity in Islamic
flexibility but facing adaptive capacity. social finance.
coordination and trust
deficits.

Overlapping mandates
between government
agencies, zakat boards, and

Establish inter-
agency coordination Provides empirical

o o e frameworks and evidence linking
Institutional religious authorities in . c .
s . clarify roles to institutional clarity
Coordination Indonesia create ) .- .
Y : .. improve efficiency to effective zakat
administrative redundancies; : ; i
. . and policy policy execution.
Malaysia benefits from
coherence.

clearer institutional hierarchy.

Transparent reporting, Strengthen

. Connects
stakeholder consultation, and governance codes
Transparency N : governance
public disclosure correlate with enforceable :
LT with higher public trust and  transparency and mechanisms to
Accountability gher p P y public trust

compliance rates; absence of accountability :
. - outcomes in zakat

such mechanisms hinders standards across all o .

. . e o administration.

inclusivity goals. zakat institutions.

Malaysia leverages
centralized fintech platforms
to improve compliance and

Mechanisms

Encourage digital
interoperability and Contributes to

. e - unified data literature on digital
Technological monitoring; Indonesia’s :
. o management to governance in
Integration fragmented adoption limits o .
" enhance monitoring faith-based welfare
scalability but encourages . L
; : ) and inclusivity systems.
innovation through multiple .
tracking.

providers.
Source: Author Analysis (2025)

The findings underscore the multifaceted nature of zakat governance in Indonesia and
Malaysia, where religious principles, state policies, and societal needs intersect. In both
contexts, governance frameworks are pivotal in ensuring Sharia compliance, fostering
operational efficiency, and building public trust. Indonesia’s hybrid model, integrating state
oversight through BAZNAS with private sector engagement via LAZ, offers flexibility to
address diverse regional socio-economic realities (Mukhlishin et al., 2024). Malaysia’s
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centralized approach, administered by state religious councils, promotes procedural
uniformity but may constrain local adaptability.

The role of public trust emerges as a decisive factor in zakat compliance and donor
engagement. Good governance practices—including transparency, accountability, and
inclusive stakeholder participation—have been shown to enhance institutional credibility
and public confidence (Sawmar & Mohammed, 2021; Wijayati, 2021). Trust not only
reflects institutional legitimacy but also shapes donor behavior (Jamaludin et al., 2025).
However, the gap between potential and actual zakat collection persists, largely due to
limited public awareness and perceptions of inefficiency (Azwari et al., 2023).

The balance between stability and flexibility represents a recurring theme in zakat
governance. Stability, derived from established regulatory oversight and standardized
procedures, reinforces compliance with Sharia principles and safeguards institutional
integrity. Flexibility, by contrast, enables responsiveness to emergent needs, such as
pandemic relief or disaster recovery. Indonesia’s multi-partner governance facilitates broad
resource mobilization but encounters coordination and power imbalance challenges
(Mustari et al., 2024). Malaysia’'s centralized system ensures consistency but can slow
localized responses.

Integrating Islamic governance principles and maqasid-oriented objectives offers pathways
to enhance zakat institution performance. Studies indicate that aligning organizational
culture with Islamic work ethics reduces workplace stress, fosters job satisfaction, and
strengthens commitment among zakat administrators (Abdul Rahman et al., 2021; Zia et
al., 2022). Similarly, active supervisory boards and clear Sharia governance frameworks
positively impact institutional productivity (Zakiy et al., 2023). These insights align with
broader research highlighting the operational benefits of embedding Islamic principles into
governance structures (Md. K. Alam, 2021; Widiastuti et al., 2022).

Theoretical perspectives from dynamical systems and organizational studies further
illuminate the governance challenges in balancing stability with adaptability. Excessive
rigidity risks stifling innovation, while unchecked flexibility may erode procedural integrity
(Musslick & Bizyaeva, 2024). Optimal governance emerges from heterogeneous matchings
of stability-oriented structures with flexibility-enhancing practices, which can generate
complementary benefits (Li et al., 2023).

In the context of plural societies, enhancing zakat governance requires harmonizing
doctrinal fidelity with inclusivity. Reformist interpretations of zakat, advocating broader
eligibility to include non-Muslims and interfaith solidarity, highlight the evolving ethical
discourse (Akbar, 2021; Hughes & Siddiqui, 2024; Wahb, 2023). Policy innovations, such
as adaptive fatwas by the Indonesian Ulama Council during COVID-19, demonstrate the
potential for religious rulings to align with welfare objectives (Hakim et al., 2023; Mufid &
Adamu Abubakar Muhammad, 2023). Achieving this balance entails strengthening
transparency, reinforcing stakeholder engagement, and fostering adaptive capacities,
thereby ensuring that zakat governance remains both Sharia-compliant and socially
responsive.

CONCLUSION

This study examined inclusive zakat governance in plural societies through a comparative
analysis of Indonesia and Malaysia. In response to the first research question, findings
reveal that Indonesia’s hybrid governance framework allows room for broader
interpretations and the potential inclusion of non-Muslims, though implementation is
hampered by coordination gaps and trust deficits. Malaysia’s centralized framework
ensures procedural consistency but offers limited flexibility for localized inclusivity.
Regarding the second question, theological and legal arguments in favor of inclusivity draw
on reformist interpretations of maqasid al-shari’ah and socio-economic justice, while
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resistance stems from traditional figh positions prioritizing Muslim beneficiaries within the
first four zakat recipient categories. For the third question, results indicate that governance
structures characterized by transparency, accountable leadership, and participatory
stakeholder engagement foster public trust and enable adaptive, Sharia-compliant
innovations. Embedding Islamic work ethics and maqgasid-oriented objectives into
institutional culture enhances responsiveness to diverse socio-economic needs.
Nonetheless, persistent barriers—such as power imbalances, low public awareness, and
theological disputes—constrain zakat’s transformative potential. This research contributes
to Islamic social finance literature by framing zakat governance as a dynamic balance
between doctrinal fidelity and operational adaptability, and it calls for further study on
technology integration, interfaith engagement, and community-driven innovations to
advance inclusivity in multi-religious and multi-ethnic contexts.
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