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Does Financial Technology or Other Factors Increase the
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Abstract

The purpose of this research is to analyze the efficiency of Zakat Management
Organizations (ZMO) in utilizing financial technology to increase the collection and
distribution of zakat. Data was obtained from 4 social finance organizations that use
financial technology: National Amil Zakat Agency (BAZNAS) for the Republic of
Indonesia, Nahdathul Ulama (NU Care), Dompet Dhuafa, and Rumah Zakat between
2018-2019. The methodology used an efficiency approach with the Data Envelopment
Analysis (DEA) Program. The operational variables refer to the total costs of operations
and socialization serving as input variables. On the other hand, the entire collection and
distribution of zakat represent the output variables. The results are the 4 ZMOs based
on financial technologies, such as BAZNAS, NU Care, Dompet Dhuafa, and Rumah
Zakat, indicate that NU Care is the most efficient ZMO with a score of 1.00 throughout
2018-2019 because it can decrease input costs and optimize output due to its large mass
base and volunteer programs up to the village level. Meanwhile, other ZMOs experience
inefficiency with a score below 0.60. This is caused by the use of disproportionate inputs
and outputs due to ZMOs having multiple roles and a relatively equal ZMO donor
base, which causes competition among ZMOs. Hahslm Analysis proves that optimizing
ZMO input and output involves efficiently using resources in a balanced way by
minimizing costs and maximizing income. Thus, this is an important factor outside
financial technology.
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INTRODUCTION

Zakat is obligatory for Muslims and one of five crucial pillars along with
creed, prayer, fasting during Ramadan, and pilgrimage to Baitullah. Zakat
became part of Islam as a form of worship of Allah (Mahda) and, simultaneously,
a form of worship of muamalat (regulations pertaining to commercial activities)
among fellow humans to overcome poverty and income inequality (Bakir, 2021).

Indonesia has the highest number of Muslims all over the world, which
therefore results in a significant potential for zakat funding. The Indonesian zakat
collection in 2020 has a total potential of IDR327.6 trillion (PUSKAS, 2019). On the
other hand, the 2019 realization was IDR10.2 trillion, or just 3.1%. This gap is a
problem often faced by private and state zakat institutions under the auspices of
the National Amil Zakat Agency (BAZNAS, Badan Amil Zakat Nasional).

This amount is collected under the zakat collection administered by the Amil
Zakat Institution (LAZ, Lembaga Amil Zakat) (Solihin & Latifah, 2021). The LAZ in
the national, province, regency, and private-managed Amil Zakat Institutions as
well as the ZMO in institutional development are registered with BAZNAS. The
following information presents data on the zakat collection in Indonesia.

Table 1: Total Zakat Collection in Indonesia

No. Scale of ZMO Collection %
1 BAZNAS 296.234.308.349 2,9
2 BAZNAS Province 583.919.722.674 5,71
3 BAZNAS District 3.539.980.546.674 34,61
4 Amil Zakat Institutions  3.728.943.985.109 36,46
5 ZMO in Monitoring 2.078.865.243.749 20,33
Total 10.227.943.806.555 100

Source: Indonesian Outlook of Zakat 2020

The Zakat Management Law No. 23 of 2011 defines zakat management as the
planning, implementing, and coordinating activities in zakat’s collection, distribution,
and use. The LAZ is formed from the initial community (Achmad, 2022).
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However, the collection of zakat funds by some LAZs in Indonesia continues
to increase each year (Kartikasari, 2020). This is according to Indonesia Zakat
Outlook 2021 published by BAZNAS. The chart below shows that zakat’s annual
average growth rate from 2002 to 2019 was 34.33%.
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Picture 1: Growth of zakat in Indonesia (Indonesia Outlook of zakat 2021)

The growth of zakat in Indonesia, which has continued to increase in recent
years, is due to the power of the zakat administration (Herianingrum et al., 2024).
The zakat administration organization’s efficiency level is used to look at the
level of professionalism and accuracy in the administration and administration
of zakat itself (Saad et al., 2023).

Efficiency is defined as a comparison of job output and input. Outputs
are the expected results from managing inputs (Safiullah & Shamsuddin, 2022).
However, input is a resource used in the job’s process. By fixing the input and
increasing the output, effective use of the input means the system'’s effectiveness
(Ningsih & Yuliana, 2022). On the other hand, if the output produced is constant
and the input given can be reduced, it can be considered efficient (Munfaati et
al., 2022).

In the era of Industrial Revolution 4.0 development and advances in
information technology, digital systems are being used in various fields to speed
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up, streamline, and extend access in the workplace (Khairrani etal., 2022). The use
of financial technology in managing zakat has a positive impact (Herianingrum
etal., 2024). The digitization of zakat management will also affect zakat collection
and distribution transparency, allowing Muzakki (Muslims who are obliged to
pay zakat) to know the zakat funds collected and the number distributed to the
Mustahik (a person who receives zakat) (Achmad, 2022). The Data Envelopment
Analysis (DEA) method is an efficiency measurement solution that requires
multiple inputs and outputs without converting values to the same units. Most
users of DEA techniques are non-profit organizations or businesses, such as
schools and social institutions. The efficiency of these organizations is compared
to commercial organizations based on the number of profits made.

Thus, this research focuses on increasing the effectiveness of zakat
management institutions by applying financial technology, a modern approach
to zakat management. Although fintech brings automation to increase efficiency,
its success depends on the clarity of organizational policies and goals. Good
management remains a crucial factor for fair management of zakat funds.
Effective collaboration with external entities, including financial institutions,
can strengthen fintech infrastructure. Therefore, apart from fintech, these
considerations must also be taken into account to optimize zakat institutions
under the principles of the Quran.

LITERATUR REVIEW
Efficiency Paradigm

Efficiency is an operating parameter that underlies an organization’s
overall performance. In general, efficiency is the ability of a company to produce
as much output as possible with a smaller proportion of its input resources. The
concept of efficiency measurement, which already exists today, was devised
by Mawardi et al.,, (2023) and is a further work development by Debreu da
Koopmans (Isam & Oumaima, 2022). Efficiency theory is closely related to the
production and consumption theory of microeconomics (York et al., 2022).
Manufacturers tend to minimize costs and expect high profits. Alternatively,
above-average performance can be achieved if the cost is the standard (Yu &
Sun, 2022). Consumption theory, on the other hand, seeks to maximize happiness
with a limited budget (Khan, 1994).
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In measuring organizational efficiency, Farrell uses a variety of inputs and
divides efficiency into two forms: technical efficiency and allocative efficiency.
Technical efficiency can be measured by how much input is used and how much
output is successfully generated without knowing the price of inputs or outputs.
On the other hand, allocative efficiency calculates the output a firm achieves
based on the proportion of inputs used in the price structure and the technology
used for those inputs (Endri et al., 2022).

Islam promotes a continuous pursuit of righteousness, altruistic service to
others, and responsible use of financial resources. The concept of efficiency in
Islam is understood as the result of best use and charity. This means that Muslims
should be able to benefit themselves and others by not wasting their time and
doing useless things (Khan, 2020).

The following diagram illustrates efficiency.

B

C /
A

Picture 2: Diagram of Efficiency (Sources: Coelli, 1996)

Based on the diagram above, point A represents an inefficiently operated
company. From a technical perspective, by adjusting the position of point A, it
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is possible to get a higher output (Y) at point B without the need for more input
(x). Point X can also be generated at point C. Specifically, the utilization of inputs
shifted to point C is reduced for the same outputs.

Data envelopment analysis is an efficiency measurement method that does
not use parametric techniques. Data envelopment analysis does not require
specific functional relationships and does not assume that all organizations are
technically efficient. The advantage of this method is that it can show the value
of the efficiency of the organization. In this way, it is called a decision-making
unit (DMU) or interpreted as a decision-making unit about other organizations.
Therefore, it can represent the most efficient organization (Chan et al., 2022).

Basic Law of Zakat

Zakat is binding and obligatory for all Muslims. The mentioned position
is not a compulsory recommendation but rather a key element of the Islamic
character. This obligation is not restricted by age or mental state. The primary
condition for issuing zakat is that the nishab, which is the minimum wealth a
Muslim must have after expenses deduction for contributing zakat, contains

assets. Therefore, some of these assets must be given to zakat to Mustahik (Latief,
2022).

Some scholars explained the definitions of zakat. For instance, in the
opinion of Al-Hafidz Ibn Hajar, zakat is a form of worship carried out by giving
similar assets that have reached the size or nishab for one year and given to
Mustahik such as indigent people or the like who are not from the Bani Hasyim
and Muthalib. Furthermore, Hujjatul Islam Ibnu Taimiyah defines zakat as a
worship activity performed by giving a particular portion of the wealth that may
increase when the nishab is reached (Hidayatullah, 2018).

Zakat, as one of the main pillars in Islamic teachings, has eight groups of
recipients which are explained in the Qur’an in surah At-Taubah (9:60). Zakat
recipients include fugara (poor people), masakin (people who need economic
assistance), ‘amilin (workers who handle zakat collection and distribution),
muallaf (people who have recently converted to Islam or are sympathetic to
Islam), rigab (people who need to free themselves from slavery or debt), gharimin
(people who are in debt for legitimate needs), fisabilillah (people who struggle in
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the way of Allah), and ibn sabil (travelers or people who are on a journey). Muslim
communities are expected to fulfill their zakat obligations by distributing them
to the eight groups, thereby creating social justice and support for those in need
(Firdaningsih et al., 2019).

In accordance with Indonesian legislation, zakat is defined in two ways.
Firstly, according to Law No. 23 of 2011 on Zakat Administration, and secondly,
as defined in the Compilation of Shariah Economic Law (Murwenie et al., 2021).
Thus, zakat is the duty of Muslims, both as individuals and as an organization, to
give a portion of their wealth to those entitled under Sharia regulation.

The Qur’an and hadith fragments above mention the word zakat after
prayer. In Islamic law sources, some of our teachings always mention two of
his commandments. This means that one command followed by another is
essential as a whole, and a command is only complete if it is executed after it.
The combination of prayer and the word zakat in various verses has essential
meanings. The commandment of prayer confirms that on the spiritual plane, a
person is personally a servant of the Lord (Abdullah). On the other hand, zakat is
used as an adjunct to prayer to realize the human being (Khalifatullah) as a social
being in moral and ethical dimensions (Javed et al., 2018).

Amil and Zakat Management

Amil is one of the groups of Eight (Asnaf) that is the target of zakat
beneficiaries. However, Amil is a position appointed by the relevant agency
or government to manage, control, collect, and distribute zakat. A group of
economically capable people may appoint Amil. However, Amil is still one of
the snaps who is entitled to receive zakat to uphold Islamic teachings and aims
to maximize zakat in such a way as to ignore personal gain (Arwani et al., 2022).

In the context of figh, Amil is the person who has the power to administer
zakat and is obliged to collect assets from their owners and distribute them to
qualified persons when delegated by the authorities. In the Qur’an, Amil is
mentioned as third among his eight asnaf who were eligible to receive zakat,
indicating Amil’s importance in the process of distribution and collection of
zakat (Bakir, 2021).
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According to BAZNAS regulations, Amil is entitled to receive up to 12.5%,
or 1/8 of the total zakat collection, as stated in the decree issued by the BAZNAS
Advisory Board (Sudarsono et al., 2021). Ulama stipulates that Amil’s share of
zakat is one-eighth of his accumulated wealth, so this amount cannot be higher.

Zakat-collecting is the activity performed by the Amil to collect zakat from
the Muzakki, not only by individuals but also by companies, institutions, and
institutions obligated to pay zakat (Zein et al., 2020). Zakat collection can be found
in different regions and even abroad. The collection of zakat is now divided into

several activities that differ according to the programs of each Amil in the LAZ
(Hudaifah et al., 2020).

Currently, ICT is used for the purposes of zakat administration, online
services, and reporting. However, it is not utilized for collaboration yet. A
proposed 3C model (communication, coordination, cooperation) suggests
leveraging ICT for effective collaboration (Mutamimah et al., 2021). Increasing
Amil’s quality and capacity, especially in the technological aspect, is a priority
solution (Widiastuti et al., 2021). Focused group discussions validate this ICT-
based collaborative framework as a strategy to enhance zakat management,
emphasizing improved communication, coordination, and cooperation for better

outcomes.

Financial Technology (FinTech)

Today, financial technology is often defined as financial technology
(Fintech), a common term in society. When considering digital technology, one
often associates it with effectiveness and efficient processes achieved through
numerical statistics and internet networks. In finance, digital technology is the
ease of transactions, including loans, payments, money transfers, investments,
and others, quickly and easily. Fintech is the advancement and innovation

that can bring convenience to financial services and reach more people overall
(Rabbani, 2023).

The emergence of fintech companies is influenced primarily by two reasons.
First, the global financial crisis of 2008 showed bankers that the conventional
financial system was flawed. Second, technological developments will facilitate
mobility and access, reducing service costs (Pu et al., 2021).
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The development of fintech is driving innovations in banking and finance.
These financial institutions, such as banks, the capital industry, insurance
companies, pension funds, and pawn shops, provide clear examples of this
phenomenon. The Internet provides convenience through service changes and
efficiencies in the financial services sector (Feng et al., 2022).

Data Envelopment Analysis (DEA)

Data Envelopment Analysis (DEA) is a nonparametric efficiency
measurement method that calculates the technical efficiency of all units. The
DEA method is an evolution of linear programming in power measurements
with a single input and output. DEA is designed to simultaneously measure
more inputs and outputs, which is impossible with linear programs (Fotova
Cikovi¢ & Lozi¢, 2022).

To explore efficiency, look at results calculated using DEA. Efficiency ratings
depend on the level of efficiency score for each unit in the sample. The score for
each unit in the sample ranges from 0 to 1, with no negative values. A value of 1
indicates a fully efficient value. A unit with a value of 1 is used as a reference for
measuring the efficiency level of other units with inefficient values. Units with
values less than one are said to be inefficient (Molinos-Senante & Maziotis, 2022).

This method was introduced and first developed by Farrell (1957). Farrell
created a limit analysis technique that describes efficiency with two inputs and
one output. Subsequently, Charnes et al. (1978) and Banker et al. (1984) went
further than what was previously done by Farrell. The idea of a two-input, one-
output technique has the drawback that it is impossible when there are many
inputs and outputs. In addition, Cherns et al. and Bunker et al. It has evolved
into two existing models (Awlaqi & Aamer, 2022).

There are two types of DEA computational models that represent the basic
model for measuring efficiency:

Charnes, Cooper, and Rhodes started the first model; this model is called
CCR. The second is the model initiated by Banker, Charnes, and Cooper,
the so-called BCC model. The difference between these two models is the
assumptions used. The CCR model assumes that adding a value to the input n
times adds n outputs n times. It provides additional outputs but can generate
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more considerable/minor additions called Variable Return to Scale (VRS) (Igbal
Hussain et al., 2022).

In general, the DEA can only measure relative efficiency, not absolute
efficiency. This technique also has the disadvantage that hypothesis testing
cannot be performed statistically as it is nonparametric. Additionally, efficiency
measurements are performed simultaneously for multiple DMUs (Stevi¢ et al.,

2022).

RESEARCH METHOD
Technical Efficiency Measurement by DEA

Efficiency studies in the zakat system still need to be discussed more in
economic research. Efficiency calculation techniques using DEA are more
commonly used in banking institutions and the industrial sector. On the other
hand, if we calculate the efficiency of the zakat system, it is relatively minor.

As the approach used in this study is a production approach, this study
uses the main variables: funds received and distributed and costs. Specifically,
we use the Operational Cost (X1) and Socialization Cost (X2), the benchmarks
zakat institutions use to run their businesses to collect zakat. On the other hand,
the performance details of zakat institutions are measured by the sum of funds
collected and distributed as YI and Y2.

P
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This program is user-friendly since it does not need installation on the
computer. Therefore, using a production approach, this study uses Data
Envelopment Analysis Program (DEAP) Version 2.1 to calculate the effectiveness
of the four ZMOs (Zakat Management Organization) implementing digital
payment financial technology from 2018-2020. The zakat system is considered
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adequate when the analysis results score one and become increasingly ineffective
as the score approaches 0 or falls below 1.

RESULTS AND DISCUSSION

Results

In this study, we selected 4 ZMOs from 30 LAZs registered in BAZNAS.
The 4 ZMOs used as examples are the top four most popular ZMOs published
by Alexa.com Ratings, which regularly publishes a list of popular and frequently
visited websites in Indonesia. Alexa.com ranks websites based on several visits,
length of page views in the last three months, and the number of links clicked and
visited. After collecting data, each website can be ranked globally or in specific
categories. Below is a list of 13 LAZs sorted by rank, published by Alexa Traffic
Rank on June 17, 2020.

LAZ under BAZNAS officially tracks 34 LAZs, but only 13 LAZs are
nominated as the most popular LAZ websites listed in Alexa’s traffic rank list.
The picture above depicts the number 4 as his ZMO. BAZNAS (BAZNAS.go.id),
NU Care (nucare.id), Dompet Dhuafa (dompetdhuafa.org), and Rumah Zakat
(rumahzakat.org) are the four leading LAZs, with the highest scores. The content
is shown in the lowermost part. It has the highest rating. This research used
ranking-based items to assess the efficiency of LAZ in our analysis.

Table 2 : ZMO Efficiency Level Calculation

No DMU CRS_TE VRS_TE SCALE RTS
1. BAZNAS2018 0,35 0,37 0,96 DRS
2. BAZNAS 2019 0,40 0,41 0,97 DRS
3. BAZNAS 2020 0,47 0,49 0,95 DRS
4. LAZISNU 2018 0,65 1,00 1,00 IRS

5. LAZISNU 2019 1,00 1,00 1,00 CRS
6.  LAZISNU 2020 1,00 1,00 1,00 CRS
7. Dompet Dhuafa 2018 0,25 0,42 0,60 DRS
8. Dompet Dhuafa 2019 0,33 0,55 0,61 DRS
9. Dompet Dhuafa 2020 0,45 0,53 0,86 DRS
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10. Rumah Zakat 2018 0,28 0,30 0,95 DRS

11. Rumah Zakat 2019 0,38 0,39 0,98 DRS

12. Rumah Zakat 2020 0,40 042 0,97 DRS
Average 0,50 0,57 0,87

Source: Output DEAP 2.1, Analysis.

The table above has four components that are the result of efficiency
measurements. These are CRS efficiency, VRS efficiency, scale efficiency, and
regression to scale (RTS). The table above shows that only two of his DMUs in
NU Care in 2019 and 2020 have overall efficiency (all hypothetical efficiency
ratings of 1) in IRS terms, as shown in the 2018 DMU of NU Care. The output
can be optimized with the same input. On the other hand, the other nine DMUs
had non-ideal relationships between their inputs and outputs, indicating the
need to have fewer inputs or produce more significant outputs with the same
number of inputs. The trend of efficiency levels for each ZMO over each period is
increasing. The distribution and collection of zakat in 2020 is more efficient than
the previous year, except for the efficiency level of Dompet Dhuafa, which fell to
0.53, reflecting a decrease in the distribution of zakat compared to the previous
year. Consider the distribution table below.

Table 3 : Distribution Efficiency Level of ZMO

Assumptions 1,00 0,99-0,80 0,79 - 0,60 0,59 -0,40 0,39-0,00

CRS 2 0 1 4 5
VRS 3 0 0 6 3
SCALE 3 7 2 0 0

Source: Output DEAP 2.1, Analysis.

Table 3 shows that out of 12 DMUs based on technical efficiency, assuming
the VRS scale efficiency scale, 3 or 25% of the DMUs have efficient values. The
remaining 9 DMUs have VRS values less than 1, so they assume VRS is inefficient
(inefficient). This means that 75% of diesel railcars still need to improve efficiency.
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Data processing results of four FinTech-based ZMOs in 2018, 2019, and
2020 simultaneously show which ZMOs are efficient and which are inefficient.
Technically, NU Care is an efficient ZMO compared to other ZMOs, with an
efficiency score of 1 from 2018 to 2019. The ZMO with the lowest efficiency level
from 2018 to 2020 was Rumah Zakat in 2018, but it continued to increase in the
following years. In 2020, Dompet Dhuafa decreased after increasing from 2018
to 2019. BAZNAS, as a national ZMO, continues to improve its efficiency score

during this period.
Picture 2: Comparison Efficiency Level of ZMO
1.20
1.00 O [} B
0.80 —+—Baznas
0.60 =@=—=NU Care-LAZISNU
040 vx_?_’__,g: — Dompet Dhuafa
0.20 == Rumah Zakat
0.00 . . .
2018 2019 2020

Source: Excel Analysis.

Analyzing the efficiency of the DEA process using DEAP 2.1 software
provides a general efficiency calculation. On the other hand, researchers are able to
conduct additional inquiries by precisely displaying the outcomes of calculations
per DMU. In other words, one can determine whether a more efficient DMU
can be generated by increasing outputs or decreasing inputs (radial and slack)
in order to utilize the reference DMU. This can be examined by considering the
following table.
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Table 4 : Peer the Lambda’s ZMO Level

DMU Technical Efficiency Peer Lambda
BAZNAS 2018 0,37 5 0,352
BAZNAS 2019 0,41 6 0,749
BAZNAS 2020 0,49 6 1,000
NU Care 2018 1,00 4 1,000
NU Care 2019 1,00 5 1,000
NU Care 2020 1,00 6 1,000
Dompet Dhuafa 2018 0,42 6 1,000
Dompet Dhuafa 2019 0,55 6 1,000
Dompet Dhuafa 2020 0,53 6 1,000
Rumah Zakat 2018 0,30 5 0,030
Rumah Zakat 2019 0,39 5 0,434
Rumah Zakat 2020 0,42 5 0,267

434

Source: Output DEAP 2.1, Analysis.

NU Care in 2018, 2019, and 2020 will be the reference (peer) of other less
efficient DMUs as the most efficient DMU among the above 12 DMUs. Each
DMU’s peer has a lambda value that can be used as a benchmark for linking
reference DMUs to inefficient DMUs. Each DMU’s score depends on the impact
of the inefficient DMU on its reference DMU (Ang et al., 2021). For example,
DMU 1, BAZNAS 2018, with an efficiency value of 0.37, describes BAZNAS 2018
as inefficient. In Table 4.3, DMU 5, NU Care is identified as a BAZNAS peer in
2018 (reference), with a lambda value of 0.352 in 2019. BAZNAS should decrease
its input in 2018 and enhance its output by a factor of 0.352, or about 35% more
than NU Care in 2019, in order to improve efficiency.

DEA calculations using DEAP 2.1 software are better for some specific DMUs
with specific values than calculations for values produced by inefficient DMUs
(values less than 1). It provides a description that generates each component
(Pujianto & Kristianingsih, 2020).

EQUILIBRIUM, Volume 11, Number 2, 2023 @



Does Financial Technology or Other Factors Increase the Operational Efficiency .....

The original value (OV) measures the initial input and output efficiency.
Radial movement (RM) is a value that represents several critical references as a
reference for more efficiently achieving the predicted outcome goals. RM is the
value that must be added to the input or output to change the efficiency value so that
the result approaches the equivalent value. Then, there is a component called slack
movement (SM), a small value with the same functionality as RM, so the efficiency
opportunities are more significant. A predicted value (PV) is then generated by
adding the references using RM and SM. This is the number of predictions that
should be generated to change the inefficient input or output values.

Discussion

BAZNAS

The data processing results conducted in the national ZMO, BAZNAS, show
that the efficiency values of BAZNAS show improved efficiency in 2018, 2019,
and 2020. The value of distributing and collecting zakat continues to increase
over time. However, compared to its peer ZMO in this study, BAZNAS should
have a higher potential zakat yield than its actual performance figures.

Table 5: Original Value, Radial Movement, Slack Movement, and Projected Value of
BAZNAS (in billions)

DMU VAR ov RM SM PV
BAZNAS 2018  Collected 206374 359776 121814 687964
Distributed 235665 410840 0 646505
Operational 8432 0 0 8432
TE = 0,37 Sosialization 8586 0 -7307 1279
BAZNAS 2019  Collected 296234 418545 0 714779
Distributed 270717 382492 17796 671005
Operational 8786 0 0 8786
TE =0,41 Sosialization 15282 0 -13962 1320
BAZNAS 2020 Collected 386204 395536 0 781740
Distributed 326156 334037 71994 732187
Operational 9869 0 -199 9670
TE = 0,49 Socialization 17239 0 -15815 1424

Source: Output DEAP 2.1, Analysis.
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Table 5 shows that BAZNAS generally has reduced regression to scale (DRS)
compared to its peers (DMU 5 and DMU 6 as reference DMUs). Therefore, in
2018, the zakat collection should be increased from the actual income to IDR687.9
billion. Apart from that, we also need to reduce socialization costs by up to
IDR7.3 billion. Then, in 2019, the BAZNAS forecast also increased to IDR714.7
billion, reducing the socialization cost contribution by IDR13.9 billion. In 2020,
BAZNAS will have to increase the output of zakat distribution, which previously
he had only IDR326.1 billion, to IDR732.1 billion, and reduce inputs, especially
operational costs, by IDR119 million.

Based on the results of data processing by DEA, the sales forecast for
BAZNAS should reach IDR700 billion. However, the realization is only about
IDR300 billion, as his ZMO nationwide, whose operations are funded by the State
Budget (APBN, Anggaran Pendapatan dan Belanja Negara) for BAZNAS, should
be able to maximize the issuance of zakat income and distribution. The factors
behind the low rate of zakat collection in BAZNAS are related to the system being
a ZMO where BAZNAS is the operator and the ZMO in its role as regulator, and
the focus of BAZNAS is zakat (Aziz, 2019, p. 20). Distribution could be more
effective. It is to collect zakat and regulate and supervise his other ZMO (Al-
Ayubi et al., 2018).

During the COVID-19 outbreak, many policies and operating systems have
been adjusted to continue to provide the best zakat service. Innovation in digital
zakat payment continues to grow by working with digital service platforms to
make it easier for people to pay zakat (PUSKAS, 2019).

NU Care

DEAP 2.1 data processing at NU Care showed that this ZMO had a perfect
efficiency level of value 1 in 2018, 2019, and 2020, based on CRS, VRS, and scale
assumptions (Table 3). As a result, ZMO is more efficient overall (inputs and
outputs are used optimally).
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Table 6: Original Value, Radial Movement, Slack Movement, and Projected Value of
NU Care (in billions)

DMU VAR ov RM |SM | PV
NU Care 2018 Collected 294859 0 0 294859
Distributed 286299 0 0 286299
Operational 5587 0 0 5587
TE=1,00 Sosialization 6366 0 |o |6866
NU Care 2019 Collected 515486 0 0 515486
Distributed 488913 0 0 488913
Operational 6155 0 0 6155
TE=1,00 Sosialization 1012 o o |1012
NU Care 2020 Collected 781740 0 0 781740
Distributed 732187 0 0 732187
Operational 9670 0 0 9670
TE=1,00 Socialization 1424 0 0 1424

Source: Output DEAP 2.1, Analysis.

Table 6 providesinformation that NU Care, as an efficient DMU, has collected
and distributed zakat with ideal use of funds for three years. Therefore, NU-Care
LAZISNU has no other peer DMUs to refer to since the DMU itself serves as the
reference for its effectiveness. The Radial Movement (RM) and Slack Movement
(SM) columns provide this information with zero values. Each input and output
is fully utilized; thus, adding or subtracting configurations is unnecessary.
Input and output values for 2018, 2019, and 2020 are balanced, with additional
inputs for socialization and operational costs likely to increase spending on
zakat receipts and distributions. In 2018, IDR5.5 billion in operating costs and
IDR6.8 billion in socialization costs can generate IDR294.8 billion zakat income
and distribute IDR286.2 billion zakats. In 2019, operational and socialization cost
inputs amounted to IDR7.1 billion, and zakat’s revenue reached IDR515.4 billion.
2020 zakat distribution continues to grow to IDR732.1 billion at an input cost of
IDR11 billion.
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NU Care is a zakat agency based in an Islamic community organization with
extensive networks. NU Care is a zakat institution owned by Nahdlatul Ulama,
Indonesia’s largest prominent Islamic mass organization, with a population of 90
million and branches abroad. NU Care has 1 million volunteers across Indonesia,
with servers across 24 states and 388 specialized branches worldwide. NU Care’s
zakat collection and distribution are, of course, very efficient.

The Ziswaf of NU Care program offers distinct benefits in comparison to
other ZMOs. This allows for accurate selection of Muzakki and donors down
to the village level and implements digitalization of payments via barcodes and
e-commerce. Apart from that, from an operational point of view, NU Care already
has a structured organization in each region, which can reduce costs or inputs
incurred and maximize outputs achieved. As such, its members are assured of
paying zakat, infag, or alms in this ZMO without the need to provide extensive
instruction or publicity (Rachmawati et al., 2022)

Dompet Dhuafa

A popular zakat administration organization in Indonesia experienced
inefficiencies of 0.43, 0.55, and 0.53 consecutively from 2018 to 2020. The efficiency
score dropped by 0.2 in 2020 (See Table 4.6 below).

Table 7: Original Value, Radial Movement, Slack Movement, and Projected Value of
Dompet Dhuafa (in billions)

DMU VAR ov RM SM PV
Dompet Collected 325237 456503 0 781740
]230;‘8“ afa nictributed 276758 388457 66971 732187
Operational 15651 0 -5981 9670
TE = 0,42 Sosialization 23359 0 -21935 1424
Dompet Collected 397245 327619 56875 781740
]230;‘9“ afa nictributed 401258 330929 66971 732187
Operational 15118 0 -5981 9670
TE = 0,55 Sosialization 12205 0 -21935 1424
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Dompet Collected 412826 368914 0 781740

]230;‘0“ afa nictributed 353827 316190 62169 732187
Operational 10906 0 -1236 9670

TE=0,53 Socialization 8914 0 -7490 1424

Source: Output DEAP 2.1, Analysis.

Revenue continued to grow from 2018 to 2020 but has decreased to IDR353.8
billion from IDR401.2 billion in the previous year, considering the distribution
of zakat from Dompet Dhuafa in 2020. Additionally, as an inefficient ZMO,
Dompet Dhuafa still needs to increase output and reduce input. From efficiency
calculations for 2018, 2019, and 2020, Dompet Dhuafa can potentially increase
zakat’s income collected by IDR781.7 billion by minimizing the inputs used.
In 2018, Donphet Duafa’s information was needed to reduce operating costs of
IDR5.9 billion and socialization costs of IDR21.9 billion. In addition, in 2019, we
will be able to reduce operating costs by IDR5.9 billion and reduce socialization
costs by IDR21.9 billion. Moreover, IDR1.2 billion in operational cost savings and
IDR?7 4 billion in socialization cost savings are needed in 2020.

The factor affecting the inefficiency of Dompet Dhuafa is the imbalance
between income and distribution; the output of operating and socialization costs
is very high, but the maximum gain and distribution are balanced. The reason
is that this ZMO is not organization-based; therefore, Dompet Dhuafa needs a
stable donor base. In order to compete with the other ZMOs in the same category,
Dompet Dhuafa conducts many promotions and improves the quality of its
services as a result of the demands for enhancement. Due to the many private
ZMOs in Indonesia, the impact on competition among ZMOs is becoming more
severe (Mawardi et al., 2023).

Rumah Zakat

Rumah Zakat ZMO’s DEA tester results showed that the lowest efficiency
occurred in 2018 at a value of 0.30, rising to 0.39 in 2019 and 0.42 the following
year. This means that the ZMO exhibits an efficiency trend that continues to
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increase during this study period. However, it is classified as an inefficient ZMO
compared to its reference DMU, NU Care.

Table 8: Original Value, Radial Movement, Slack Movement, and Projected Value
of Rumah Zakat (in billions)

DMU VAR ov RM SM PV
Rumah Zakat20ys | Collected 216570 368914 45615 773786
Distributed 215603 316190 0 724919
Operational 9565 0 0 9565
TE =0,30 Sosialization 4129 0 2717 1411
Rumah Zakat 2010 Collected 261791 404357 0 666148
Distributed 238522 368416 19633 626572
Operational 8144 0 0 8144
TE=0,39 Sosialization 4080 0 2834 1245
Rumah Zakat 2000 Collected 294985 415627 0 710612
Distributed 271694 382811 12693 667198
Operational 8731 0 0 8731
TE=0, 42 Socialization 4503 0 3189 1313

Source: Output DEAP 2.1, Analysis.

The table above shows the amount of Radial Movement (RM) and Slack
Movement (SM) added or subtracted to the DMU input and output for 2018,
2019, and 2020 by Rumah Zakat to generate ZMO. The efficiency of Rumah
Zakat is commendable. In the first year, the RM figure that needs to be added to
make Rumah Zakat Revenue efficient is IDR368.9 billion, and another IDR45.6
billion can be added to make it even more efficient. The distribution must also
increase by IDR316.1 billion, so the extrapolation is IDR724.9 billion. In 2019, sales
performance was anticipated to increase to IDR666.1 billion, compared to 261.7
billion. By including RM and SM, the distribution has the potential to reach a
significant amount of IDR626.5 billion. In 2020, the amount of zakat revenues and
distributions is expected to exceed IDR710.6 billion potentially.
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Regarding the inputs used, the ZMO of Rumah Zakat has achieved
operational cost efficiency, so there is no need to reduce operating costs. However,
minimizing the socialization costs of IDR2.7 billion from 2018 to 2020, IDR2.8
billion next year, and IDR3.1 billion last year is necessary.

Rumah Zakat is classified as a ZMO that does not belong to any particular
community or organization. Rumah Zakat has to pay much money for promotion
and operation. Compared to BAZNAS and NU Care, private ZMOs have to
compete with similar ZMOs to increase their receipt and distribution of the zakat
they receive. Competition among ZMOs can positively impact them, leading to
innovation and improved services. Nevertheless, on the other hand, it can be a
waste of money (Arwani et al., 2022).

Analysis Using Hahslm Theory

The approach articulated by Hahslm suggests that scientific knowledge
originated from Islam as a holistic system based on the compatibility of methods
with universal acceptance in society (Aziz, 2015). This idea reflects the notion
that scientific knowledge and Islamic values can be harmoniously integrated, as
seen in the contributions of Muslim scholars during a specific historical period
when the Islamic world served as a center for intellectual and scientific activities.
However, this perspective is only sometimes accepted, and there is variation
in approaches to the relationship between science and religion among Islamic
scholars and society.

Based on the data analysis results, ZMO could be more efficient due to the
suboptimal use of socialization and operating cost inputs. Moreover, the output
produced by ZMO has yet to reach the expectations that should have been
achieved using existing inputs.

Therefore, from an Islamic point of view, some teachings are derived from
the Qur’an and the Hadith of Prophet Muhammad SAW for optimizing the input
and output of work.

1. Optimizing Inputs

One way to maximize input is to avoid extravagant and stingy
behavior and adjust output (Khan, 2020). As the Qur’an states, waste is
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called tabzir (wastefulness) in Islam, and the one who commits waste is
called Mubadzirin.

\)}Smjj ol ad) Q\f} Ol il Olg>) \j,:\fd.).ﬁml\ o

Translation: «Those who squander are the brothers of Satan, and Satan
is most ungrateful to his Lord-» QS. Al-Isra’ [17]: 27 (The Qur’an, 2004).

According to Ibnu Mas'ud, tabdzir gives property to someone else
as his right. In other words, when spending money and possessions, one
should not overdo it (Ishraf) and use controls in a balanced way (Parhan et
al., 2022).

Balanced spending of wealth is also mentioned in another verse.

smes Lasha A o) S Lelaos Vg e ) Bglan Sy L2 Vs

Translation: “Do not be tight-fisted, nor so open-handed that you end
up blamed and overwhelmed with regret” QS. Al-Isra’ [17]:29 (The Qur»>an,
2004).

Imam Nawawi, in his book <«Qomirut Tughyan,” states that the
meaning of the above verse is: Do not be too extravagant in giving wealth,
because withholding too much wealth leads to regret, and spending too
much wealth (without control) leads to misery (Ahmad Muzakki, 2022).

. Optimizing Outputs

Specialization is necessary to reduce inefficiencies caused by the
inappropriate division of labor. In the production process, attention
should be paid to the ability of workers to perform their jobs and to avoid
careless and unprofessional performance of the tasks assigned to them
(Dwi & Ali, 2022).

Lelal 1 ¥l 5355 O 2S5l il 0
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Translation: «God commands you [people] to return things entrusted
to you to their rightful owners...» QS. An-Nisa [4]: 58 (The Qur>an, 2004).

By dividing the labor, it becomes possible to perform work according
to each person>s specialty and uniqueness, and it becomes possible to
achieve optimal position, which increases production volume (Alhamdi et
al., 2022). As a result, the division of labor leads to efficiency.

CONCLUSION

Based on the results of the data analysis in this study, it is concluded
that NU Care stands out as the sole consistently efficient fintech-based Zakat
Management Organization (ZMO) throughout the study period. Conversely,
BAZNAS, Dompet Dhuafa, and Rumah Zakat show signs of inefficiency. The
inefficiency levels, based on the Variable Returns to Scale (VRS) assumption,
reveal that three DMUs had an inefficiency level of 1, six DMUs had a level
less than 0.60, and three DMUs had a level less than 0.40, with Dompet Dhuafa
experiencing a decline in efficiency in 2020. Overall, there is a general upward
trend in DMU efficiency levels.

Various factors contribute to the efficiency and inefficiency levels of ZMOs,
such as differences in donor bases, costs, performance imbalances, competition
among ZMOs sharing the same donor base, and the dual roles of some ZMOs
as operators and regulators. The regulatory body should emphasize regulatory
functions rather than direct involvement in zakat collection or extensive use of

tinancial technology for zakat activities.

InoptimizingZMOefficiency,theHahslmtheorysuggestsaligningoperations
with Quranic principles. This entails revisiting the Quran and incorporating the
desired efficiency values outlined in the holy book. The optimization process
should be in accordance with Quranic principles, emphasizing the importance of
controlling expenses and maximizing income through professional management.
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