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Abstract

This study explores the effectiveness of revised zakat distribution through digital transformation in
poverty alleviation efforts. Along with developing financial technology and digital inclusion, the
traditional zakat distribution mechanism faces new challenges and opportunities in improving
efficiency, transparency, and beneficiary outreach. Therefore, this research focuses on how digital
transformation can optimize zakat distribution to improve mustahik welfare. Second, the factors that
become obstacles and opportunities in implementing the digitalization of zakat distribution in various
zakat management institutions are also studied. This research uses a qualitative approach with a case
study method on several zakat institutions in Indonesia, and countries with developed digital zakat
ecosystems. Data were collected through in-depth interviews, analysis of policy documents, and
observation of the implementation of digital platforms in zakat distribution. In addition, this research
also uses SWOT analysis to identify internal and external factors that affect the effectiveness of the
digitalization of zakat distribution. The results show that the digitalization of zakat distribution
contributes to improving the efficiency of fund allocation, accelerating the distribution process, and
increasing transparency and accountability. However, challenges such as limited digital literacy of
mustahik, resistance from traditional zakat managers, and data security issues need to be overcome.
The study highlights the importance of integrating technology with traditional practices while
addressing digital inequality to ensure the broader impact of zakat on poverty alleviation. Moreover,
the research suggests that collaboration among various stakeholders, including the government, zakat
institutions, and technology providers, is critical to the successful implementation of digital zakat
systems.

Keywords: Digital transformation, digital zakat, distribution efficiency, financial inclusion, poverty
alleviation

Introduction

Zakat is an Islamic financial instrument with great potential to alleviate poverty and improve
welfare.! If it is distributed correctly, zakat is a proper solution to overcome economic and social

*Correspondence concerning this article should be addressed to Muyassarah, Lecturer at
Department of Islamic Economics, Faculty of Islamic Economics and Business, Walisongo State
Islamic University, Semarang, Indonesia at muyassarah.febi.uin-walisongo@proton.me

1Sri Herianingrum, Raditya Sukmana, Effendie Effendie, Tika Widiastuti, Qudsi Fauzi, and
Atina Shofawati, “Zakat as an Instrument of Poverty Reduction in Indonesia,” Journal of Islamic

UMT—193

Department of Islamic Thought and Civilization

I

Al

Volume 15 Issue 2 Fall 2025


mailto:muyassarah.febi.uin-walisongo@proton.me
https://orcid.org/0009-0001-7461-8562
https://orcid.org/0009-0006-8104-8170
https://orcid.org/0009-0004-9499-185X
https://orcid.org/0000-0001-5408-309X
https://orcid.org/0009-0003-7378-0079
https://orcid.org/0000-0002-7244-7122

Muyassarah et al. Revised Zakat Distribution. ..

inequality.? However, the main challenges in implementing zakat include limited access to mustahik
(zakat recipients) and the lack of transparency in fund management. Digital transformation provides
a critical way to address these topics by improving the effectiveness of zakat distributions using
technologies such as blockchain, big data, and artificial intelligence.

The digitalization of zakat can be framed as part of a broader discourse on Islam and modernity
or the renewal of Islamic civilization by emphasizing that the digital transformation in zakat
management is a meeting point between Islamic values and contemporary technological
advancements. Integrating digital tools, such as blockchain, big data, and artificial intelligence, in
the distribution of zakat enhances the systems efficiency. It ensures that the principles of Islamic
social justice are upheld in the modern era. This approach highlights the ability of Islamic practices
to adapt to evolving global needs, thereby renewing the contribution of Islamic civilization to
contemporary society.

While many studies have discussed the role of zakat in poverty combat, few studies specifically
examine how digital transformation modifies zakat distribution models. Most of the previous studies
focus on the traditional aspects of zakat management,’ institutional efficiency of zakat,* as well as
the role of fintech in zakat.> However, not many studies have comprehensively integrated digital
technologys perspective in designing a more inclusive and data -driven zakat distribution model.

This research offers a new perspective by examining the revision of zakat distribution through
digital technology. The proposed innovations include a blockchain-based distribution model to
improve transparency and accountability, using big data analytics to map the mustahik more
precisely, and applying artificial intelligence in zakat distribution decision-making. With this
approach, this research contributes to the formulation of a zakat distribution model that is more
efficient, adaptive, and responsive to societys needs.

The results of this research are expected to provide theoretical and practical contributions to
zakat management. Theoretically, this research enriches the literature on digital transformation in the
Islamic financial system, especially in the context of zakat distribution. Practically, the findings of
this research can be a recommendation for the government, amil zakat institutions, and other
stakeholders in designing technology-based zakat distribution policies that are more inclusive and
effective in alleviating poverty. Thus, this research can potentially impact the effectiveness and
efficiency of zakat distribution in the digital era.

This research contributes to contemporary Muslim society by proposing a more adaptive and
responsive zakat model to the challenges of the digital era. By integrating digital tools such as

Accounting and Business Research 15, no. 4 (2024): 643-660, https://doi.org/10.1108/JIABR-11-
2021-0307; Deky Anwar, Mutmainah Juniawati, and Mohd Rizal Muwazir, “Potential Analysis of
Zakat in Sharia Banking for Alleviating Poverty,” IKONOMIKA: Journal of Islamic Economics and
Business 8, no. 2 (2023): 183—194. https://dx.doi.org/10.24042/febi.v8i2.16554

2Achmad Fatony, Haqibul Mujib, and Muhammad Salman Al Farisi, “The Role of Zakat in
Empowering Islamic Economics from the Perspective of Sharia Business Management,”
International Journal of Sharia Business Management 3, no. 2 (2024): 131-138.

Dian Adi Perdana and Fatma Tunali, “Zakat Fitrah: Management, Tradition, and Meaning of
Eidal-Fitr,” Fikri: Journal of Religious, Social and Cultural Studies 5, no. 2 (2020): 223-235.
https://doi.org/10.25217/jf.v5i2.978

“Desmy Riani, Meutia Meutia, Muhamad Tagi, and Iis Ismawati, “Efficiency and Stability of
Zakat Institutions in Malaysia and Indonesia: DEA Window Analysis,” TEM Journal 13, no. 1
(2024): 303-314.

SDwi Vita Lestari Soehardi, “The Role of Financial Technology in ZISWAF (Zakat, Infak, Alms
and Wakaf) Collection,” Enrichment: Journal of Management 13, no. 3 (2023): 1964-1975.
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blockchain, big data, and Al into zakat management, this research offers innovative solutions to
global challenges related to poverty and inequality, positioning zakat as a primary tool in combating
social and economic inequality. Furthermore, this research reinforces Islamic solutions to global
inequality by proposing a model that ensures fair resource distribution by the principles of Islamic
social justice and provides a sustainable alternative to conventional welfare systems.

2. Systematic Literature Review
2.1. The Theory of Zakat Distribution in Islam

The distribution of zakat in Islam has been established in the Quran, especially in QS. A4¢-
Taubah [9]: 60 mentions eight zakat recipient (mustahik) groups. The main principle in the
distribution of zakat is justice and equity.® Zakat fulfills consumptive needs and sustainably improves
recipients welfare. In this context, classical scholars such as Al-Mawardi (1996) and Ibn Khaldun
(2005) emphasize the importance of strategic distribution so that zakat plays a role in societys social
and economic stability.

In practice, the zakat distribution model experiences various challenges, especially in
determining the criteria of needy recipients. Some zakat institutions still use conventional methods
with manual administrative approaches, often leading to inaccurate targeting. A study by Faizin et al.
(2024) shows that one of the main obstacles in zakat distribution is the lack of valid data on the socio-
economic condition of the beneficiaries, which results in zakat often not being given to the most
needy.

Research by Arbi et al. (2024) showed that the already existing Zakat distribution system has a
limited effect on poverty alleviation. Therefore, some Zakat institutions are beginning to pursue a
productive approach to distribution. This model is more effective in the long run as it can generate
mustahiks economic independence.

Systematically, several countries have implemented productivity-based zakat distribution
models.” For example, in Malaysia, zakat is given for education and skills training programs for low-
income families, aiming to reduce their dependence on financial assistance.® On the other hand, in
countries such as Sudan and Pakistan, zakat is used to finance social infrastructure projects such as
the construction of schools and health centers, which aim to improve the quality of life of the poor
population there.’

However, the lack of infrastructure and human resources required to manage zakat funds
effectively is one of the barriers to implementing this productive distribution model. A study by the
Islamic Development Bank in 2019 shows that many zakat institutions in developing countries face

%Salah Gueydi, “Zakat and Principles of Taxation: Equity, A Comparative Analysis with Taxes,”
International Journal of Islamic Economics and Finance Research 5, no. 2 (2022): 36-56.
https://doi.org/10.53840/ijiefer74; Aristoni Aristoni, “Integration of Sharia in Zakat Law,” ZISWAF:
Journal of Zakat and Waqf 8, no. 1 (2021): 18-33, http://dx.doi.org/10.21043/ziswaf.v8i1.9099

7Arif Arif, Irfaul Risqoh Al Rieza, Khadijah Khadijah, and Lukman Hakim Handoko, “A
Systematic Literature Review of Productive Zakat Models,” International Journal of Zakat 9 (2025):
71-85.

8]zatul Akmar binti Ismail, and Muhammad Nasri bin Hussain, “Productive Zakat Distribution
by Zakat Institutions in Malaysia,” International Journal of Academic Research in Business and
Social Sciences 7, no. 3 (2017): 554565, http://dx.doi.org/10.6007/IJARBSS/v7-i3/2758

“Hulwati Hulwati, Roni Andespa, Slamet Mujiono, and Andriani Syofyan, “Zakat for Humanity
in Disaster Mitigation,” International Journal of Sustainable Development and Planning 19, no. 5
(2024): 1929-1939, https://doi.org/10.18280/ijsdp.190531
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problems managing transparent and effective distribution. One of the main factors hindering the
optimization of zakat distribution is the limited access to information systems and technology.

In Islamic economics, capitalism is often criticized for prioritizing wealth accumulation for a
handful of people while neglecting social justice and the welfare of society.!® Islamic economics
emphasizes the principles of justice, equitable wealth distribution, and social responsibility, which
often contradict the fundamental principles of capitalism that prioritize profit and free markets
without regard for social impact. With its free market mechanisms, capitalism usually creates social
inequalities, where a handful of individuals or companies control the most resources while most of
society remains in poverty. In this context, zakat and Islamic social finance emerge as alternatives to
address this injustice, ensuring that wealth redistribution can be carried out systematically and
effectively through instruments such as zakat, waqf, and infag.'!

Islamic social finance offers a different approach to addressing social welfare issues than
conventional welfare systems. While the traditional welfare system relies more on taxes and social
assistance provided by the state, Islamic social finance places greater emphasis on the communitys
economic empowerment through Sharia-based financial instruments, such as zakat, waqf, and careful
Hasan (interest-free loans).!? This system not only aims to provide direct assistance but also to
enhance the economic independence of the mustahik (zakat recipients) through programs focused on
education, training, and small business financing.!® In this case, Islamic social finance aims to create
sustainable social balance, not just relying on one-time assistance from the state or social institutions.

The conventional welfare system is often limited in creating long-term independence for aid
recipients.'* In many cases, the social assistance provided is only temporary and tends to create
dependency on that assistance. In contrast, Islamic social finance focuses on creating sustainable
welfare by empowering zakat recipients through investments in productive sectors. This approach is
expected to reduce long-term dependency on social assistance and enhance the communitys
economic independence.’> Thus, Islamic social finance offers a more comprehensive and
empowerment-oriented alternative solution, unlike the conventional welfare system, which is more
focused on meeting basic needs that are often temporary.

1Muhammad Syahrul Hidayat, “Philosophical Perspective of Islamic Economics: A Critical
Approach to Capitalism and Materialism in the Context of Modernity,” Research of Islamic
Economics 1,no. 1 (2023): 48-57, https://doi.org/10.58777/rie.v1il.63.

Siti Walida Mustamin, Abdillah S. Abdillah S., Fakhruddin Mansyur, Muhammad Ridwan,
Ulil Amri, and Fitrayani Fitrayani, “The Role of Zakat in Islamic Macroeconomics: A Fiscal
Instrument for Stability During Global Economic Crises,” Journal of Islamic Economics Lariba 11,
no. 1 (2025): 253-274, https://doi.org/10.20885/jielariba.voll 1.iss1.art10

12Mahmoud Mohieldin, Zamir Igbal, Ahmed Mohamed Rostom, and Xiaochen Fu, “The Role
of Islamic Finance in Enhancing Financial Inclusion in Organization of Islamic Cooperation (OIC)
Countries,” World Bank Policy Research Working Paper, no. 5920 (Washington, DC: World Bank,
December 1, 2011), available at SSRN: https://ssrn.com/abstract=1974851.

BAliyu Dahiru Muhammad, “Trends and Developments in Contemporary Zakat
Administration,” Journal of Islamic Economics and Finance Studies 5, no. 1 (2024): 67-81.
https://doi.org/10.47700/jiefes.v5i1.7952.

“Deepa Narayan and Patti Petesch, eds., Moving Out of Poverty: Cross-Disciplinary
Perspectives on Mobility (Washington, DC: World Bank, 2007). https://doi.org/10.1596/978-0-8213-
6991-3,

1SHabib Ahmed, Role of Zakah and Awqaf in Poverty Alleviation, IRTI Occasional Paper no. 8
(Jeddah: Islamic Development Bank, 2015), 10-13.

196——JIC—

Journal of Islamic Thought and Civilization

Volume 15 Issue 2 Fall 2025


https://doi.org/10.58777/rie.v1i1.63
https://doi.org/10.20885/jielariba.vol11.iss1.art10
https://ssrn.com/abstract=1974851
https://doi.org/10.47700/jiefes.v5i1.7952
https://doi.org/10.1596/978-0-8213-6991-3
https://doi.org/10.1596/978-0-8213-6991-3

Muyassarah et al. Revised Zakat Distribution. ..

The idea that digitalization can improve zakat distribution has emerged in recent decades.'®
Information technology allows zakat management to be more precise and accurate. It ensures that
zakat funds get to the people who need them. Data-driven methods can assist in distributing mustahiks
according to their level of need and provide a clearer picture of how zakat helps reduce poverty.

Although several zakat distributions models have been created, the main issue remains how
effectively they are implemented. Therefore, this research examines how digital changes to the zakat
distribution model can improve zakats efficiency, transparency, and social impact in poverty
alleviation. By integrating a digital system in zakat distribution, zakat is expected to play a bigger
role in sustainable social welfare development.

2.2. Zakat in Islamic Theology and Comparative Religion

Zakat, as one of the five pillars of Islam, holds profound significance in Islamic theology. Zakat
is not just a financial obligation for Muslims but a spiritual act aimed at purifying wealth and the
soul. From the perspective of Islamic theology, zakat is a way to draw closer to Allah by ensuring
that a portion of ones wealth is used to help those in need, especially the mustahik (zakat recipients).
This reflects essential social values in Islam, such as justice, solidarity, and social responsibility.
Zakat aims to create economic balance, reduce the gap between the rich and the poor, and ensure that
social welfare is guaranteed in society.!”

Although zakat has very distinctive characteristics in Islam, giving part of ones wealth to those
in need is also found in the traditions of other religions. In Christianity, the concept of tithing requires
believers to donate ten percent of their income to the church or the poor. Similarly, in Judaism, there
is the tradition of tzedakah, which encourages the faithful to give charity as a moral obligation,
although specific rules regarding the amount of donation can vary. Although there are differences in
implementation, these concepts all emphasize the importance of charity and wealth redistribution to
achieve social justice, similar to the goals of zakat in Islam. !®

In the comparison between zakat and charity in other religions, there is a similarity in the basic
goal, which is to help others and reduce social inequality. However, zakat has a unique aspect in
Islam because it is a religious obligation that encourages voluntary generosity and specifies the
amount and recipients. Meanwhile, although charity is still prioritized in Christianity and Judaism,
donations are more voluntary, with no clear obligation like zakat.!” Therefore, zakat has a more

16Pertiwi Utami, Basrowi Basrowi, and Muhammad Nasor, “Innovations in the Management of
Zakat in Indonesia in Increasing Entrepreneurial Interest and Poverty Reduction,” International
Journal  of  Islamic  Studies  and  Humanities 4, no. 1 (2021): 1-19.
https://doi.org/10.26555/ijish.v4i1.1960; Syamsu Rizal and Pakkanna, Mukhaer, “Digitalisation of
Zakat in Stimulating Community Socio-Economic Development in the Middle of the Covid-19
Pandemic (Magqashid Syariah Perspective),” European Journal of Humanities and Social Sciences 3,
no. 1 (2023): 23-33, https://doi.org/10.24018/ejsocial.2023.3.1.384

17Suratno, “Analisis Pendayagunaan Zakat Produktif Bmt dalam Peningkatan Kesejahteraan
Mustahiq di Kabupaten Blora [Analysis of the Utilization of Productive Zakat from BMT in
Improving the Welfare of Mustahiq in Blora Regency],” Iklila: Jurnal Studi Islam dan Sosial [Iklila:
Journal of Islamic and Social Studies] 1,no. 1 (2018): 58-77.

18Abdul Mufid, Novi Dwi Nugroho, Ismail Ismail, Retno K. Savitaningrum Imansah, and La
Mansi, “The Presence of Anthropological Approaches in Contemporary Readings of Islamic
Thought,” HTS Teologiese Studies / Theological Studies 78, mno. 4 (2022): a7760.
https://doi.org/10.4102/hts.v78i4.7760

Ysaac Peter, “Cultural and Religious Perspectives on Zakat and Poverty Alleviation: Christian
Perspective,”  International ~— Journal — of  Zakat 9, mno. 2  (2025): 14-26.
https:/doi.org/10.37706/ijaz.v9i2.578; Chapel & York, “Comparative Exploration of Fundraising
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structured and legally binding dimension in Islam, making it an integral part of the broader Islamic
socio-economic system.

In Islamic theology, zakat serves as a means to instill strong social values, such as concern for
the poor, avoidance of greed, and the role of wealth as a tool for the welfare of the community. This
aligns with social principles found in other religions, albeit in different contexts. For example, in
Christian teachings, giving is considered a form of compassion towards others, which aligns with the
value of love in Christianity.?’ However, zakat as an obligation regulated by Islamic law has a greater
social impact, as it encourages the faithful to view wealth as a trust and a duty to be distributed for
the common good rather than merely as an individual right. Zakat, thus, becomes a pillar in creating
a more just and prosperous society.

2.3. Digitalisation in Zakat Management

One rapidly growing trend in Islamic charity management is the digitalization of zakat.?!
Digitalization of zakat covers many things, such as collecting funds, distributing, and monitoring
how zakat impacts the beneficiaries.?> Several countries have implemented digital zakat management
systems, such as e-zakat in Malaysia and digital waqf in Indonesia. These systems are designed to
increase transparency and effectiveness in the distribution of zakat funds.??

Ahmeds study (2020) shows that digitalizing zakat can improve distribution efficiency by
speeding up fund disbursement and ensuring that assistance is provided to beneficiaries according to
standards.?* By utilizing technologies such as blockchain and big data analytics, Zakat institutions
can improve their management accountability and reduce the risk of fund misappropriation.

Although the digitalization of zakat has many advantages, implementation has many problems.
One of the main obstacles is the low digital literacy among mustahik and amil zakat. Low digital
literacy can hinder technology implementation in the zakat distribution system. In addition, the
limited technology infrastructure in some places makes applying a digital system in zakat
management less effective. To address the digital literacy gap among mustahik, one of the main

Practices & Generosity,” LinkedIn, accessed July 22, 2025,
https://www.linkedin.com/pulse/comparative-exploration-fundraising-practices-generosity-xciaf;
Howard English, “Charitable Giving in Judaism,” CanadaHelps — Giving Life (Featured Series:
Charity Sustains the World), updated November 1, 2024, CanadaHelps, accessed July 22, 2025,
https://www.canadahelps.org/en/giving-life/featured-series/charity-sustains-the-world/.

2Jsaac Peter, “Cultural and Religious Perspectives on Zakat and Poverty Alleviation: Christian
Perspective,”  International ~ Journal — of  Zakat 9, mno. 2  (2025): 14-26.
https://doi.org/https://doi.org/10.37706/ijaz.v9i2.578; Ahmad Meraj, “Zakat: Islamic Device for
Social Justice,” IJRAR - International Journal of Research and Analytical Reviews 6, no. 2 (2019):
639-654, http://www.ijrar.org/IJRAR19K2527 .pdf

2I1Siti Zubaidah and Afifah Afifah, “Development of Zakat Management Digitalisation in
Indonesia” (paper presented at the 4th International Conference of Zakat [ICONZ], Surabaya,
Indonesia, October 7-8, 2020), 45968, https://doi.org/10.37706/iconz.2020.227

2Haryani Santo Hartono, “Indonesia's National Zakat Agency (BAZNAS): Digital
Transformation in Managing Zakat, Infaq, and Shadaqah (ZIS),” Muslim Business and Economic
Review 1, no. 2 (2022): 183-204.

23 Akbar Sarif, and Rini Ariyanti, “Digital Innovation in Zakat and Waqf Management: Case
Study on Sharia Crowdfunding Platforms,” International Journal of Health, Economics, and Social
Sciences 7, no. 1 (2025): 410-417. https://doi.org/10.56338/ijhess.v7il.6942

24Evra Willya, Zainal Arifin, Elis Mediawati, and Sabil Mokodenseho, “The Role of
Information Technology in Optimising Zakat Management,” West Science Islamic Studies 1, no. 1
(2023): 10-18.

198 ——JIC—

Journal of Islamic Thought and Civilization

Volume 15 Issue 2 Fall 2025


https://www.linkedin.com/pulse/comparative-exploration-fundraising-practices-generosity-xciaf
https://www.canadahelps.org/en/giving-life/featured-series/charity-sustains-the-world/?utm_source=chatgpt.com
https://doi.org/https:/doi.org/10.37706/ijaz.v9i2.578
http://www.ijrar.org/IJRAR19K2527.pdf
https://doi.org/10.37706/iconz.2020.227
https://doi.org/10.56338/ijhess.v7i1.6942

Muyassarah et al. Revised Zakat Distribution. ..

obstacles in the digitalization of zakat, several concrete solutions need to be implemented. One of
them is to provide comprehensive and structured digital training for mustahik and amil zakah. This
training can include using zakat applications and e-wallets and understanding the importance of
technology in zakat distribution.?> This training program can be conducted through face-to-face
classes, webinars, or tutorials easily accessible through social media or other digital platforms. With
this approach, beneficiaries previously unfamiliar with technology will be able to understand how to
access and utilize the digital zakat system.

Instead, it may be easier to find the mustahik groups with the help of Al. By analyzing peoples
socio-economic data, machine learning algorithms can provide more accurate suggestions on who is
eligible to receive zakat. As a result, zakat can give more attention to groups in need and can have a
greater effect on poverty alleviation.

Digital zakat has excellent potential to empower local communities by increasing accessibility
and transparency in zakat distribution. Through digital platforms, zakat recipients (mustahik) in
remote areas can more easily access assistance without going through lengthy bureaucratic
procedures. Moreover, digitization allows for a more targeted distribution of zakat, utilizing
technologies such as big data and artificial intelligence to map community needs more accurately.
Thus, digital zakat can enhance the effectiveness and efficiency of distribution while empowering
local communities to be more independent in accessing the social assistance they need.

However, there is a probability that the digitalization of zakat could create dependence on global
technology, especially in areas with limited technological infrastructure. Using applications and
digital platforms controlled by large companies or foreign technology can increase reliance on
systems that may not fully support local independence.?® When the zakat distribution system is overly
dependent on global technology companies, there is a risk of the control and management of zakat
funds shifting from local zakat institutions to more centralized external entities, which can reduce the
local communitys ability to manage zakat independently. Therefore, special attention is needed to
ensure that the infrastructure and technology used can facilitate the sustainability and independence
of local communities.

Some institutions have started using digital systems to improve transparency and accuracy in
zakat distribution. Baznas in Indonesia, for example, use this technology to track zakat distribution
in real time. With this system, donors can monitor how their zakat funds are utilized and provide
regular reports on how it impacts beneficiaries health.

Digitalization can increase accessibility for both the mustahik and donors and increase
transparency. With digital-based applications, people can easily pay zakat and choose the programs
they want to support. Meanwhile, digital systems can help beneficiaries apply for assistance more
easily and efficiently without going through lengthy bureaucratic procedures.

This research aims to propose a more inclusive and sustainable model of digitalizing zakat
distribution by considering various challenges and opportunities that exist in the application of digital
technology in the zakat management system. The integration of technology in zakat management is

2 Arva Athallah Susanto, La Himmah il Princess Choris, Nispia Asya’ bani, Chairani Firstia
Rizal, and Marina Oktari, “Digital Transformation in Zakat Management: A Bibliometric Review on
the Application of Blockchain Technology,” IBAF E-Proceedings 11, no. 1 (2024): 768-790.
https://doi.org/10.33102/7qjfd415.

26Mohamed Saladin Abdul Rasool, Hainnuragma Rahim, Nornajihah Nadia Hasbullah, and
Ameiruel Azwan Ab Aziz, “Acceptance of Zakat E-payment System: A Perception of
Undergraduates,” Asian Social Science 19, no. 2 (2023): 77-77.
https://doi.org/10.5539/ass.v19n2p77.
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not just an administrative tool but also a strategic instrument to increase the effectiveness of zakat
distribution in alleviating poverty.

2.4. The Perspective Islamic Law on Digital Zakat

Zakat, as an obligation in Islam, has a very important legal dimension that regulates how it
should be managed and distributed. In the digital context, the main question that arises is whether the
digital system in the collection and distribution of zakat is in accordance with the principles of Sharia.
Scholars generally agree that using technology in zakat, as long as it does not violate the fundamental
tenets of Islam, such as justice and transparency, is acceptable. However, some questions arise
regarding whether technology can replace the direct role between muzakki (the giver of zakat) and
mustahik (the recipient of zakat), especially regarding the validity and direct acceptance of zakat by
mustahik. Therefore, it is essential to ensure that the digital zakat system complies with Shari‘ah
provisions, such as ensuring that zakat funds are distributed to the rightful recipients and that there
are no harmful practices.

Fatwas related to digital zakat have emerged in recent years, and most state that technology,
including fintech applications and blockchain, can be used in the distribution of zakat if Sharia
principles are adhered to. For example, some scholars state that using technology to enhance
transparency and accountability in zakat management is permissible as long as the zakat funds reach
the rightful recipients.?’” However, some fatwas emphasize verifying that the applications or digital
platforms used to collect and distribute zakat are not involved in practices contrary to Sharia
principles, such as riba (interest) or transactions with unclear legality. Therefore, strict control and
regulation must be applied when using digital technology for zakat.

Accountability and transparency are fundamental principles in Islamic law that must be upheld
in the zakat management system, including digital technology. In this case, blockchain is considered
one of the technologies that can address this challenge. Using blockchain technology, every zakat
transaction can be recorded permanently and transparently, allowing muzakki and mustahik to track
the flow of zakat funds in real time. This aligns with the sharia principle that emphasizes the
importance of clarity and fairness in the distribution of zakat. However, even though technologies
like blockchain offer advantages in terms of transparency, careful oversight is necessary to ensure
that no party abuses the system for personal gain or harms the mustahik.

3. Method

This study uses a mixed methods strategy that combines qualitative and quantitative techniques
to investigate how digital transformation can improve zakat distribution in poverty reduction efforts.
This strategy allows for a deeper understanding of how effective digital zakat disbursement is through
technology implementation and its impact on the mustahik.

This study collected two types of data. First, primary information was collected through in-
depth interviews with key people, such as zakat institution managers, Islamic economics experts,
fintech developers, and muzakki. In addition, a quantitative survey will be conducted among muzakki
and mustahik to measure their happiness level and the effectiveness of Zakat distribution through
digital technology. Second, additional information consists of analyses and examples.

?’Muneer M. Alshater, Irum Saba, Indri Supriani, and Mustafa Raza Rabbani, “Fintech in
Islamic  Finance Literature: A  Review,” Heliyon 8, no. 9 (2022): ¢10385.
https://doi.org/10.1016/j.heliyon.2022.e10385; Issa Hamadou and Umer Suleman, “FinTech and
Islamic Finance: Opportunities and Challenges,” in The Future of Islamic Finance, ed. Edib Smolo
and Mohamed Mahees Raheem (Bingley, UK: Emerald Publishing Limited, 2024), 175-188,
https://doi.org/10.1108/978-1-83549-906-120241011.
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Data collection techniques were conducted in 3 ways: first, qualitative interviews. It was used
to explore stakeholders perspectives on the challenges and opportunities of technology
implementation in zakat distribution. Second, a quantitative survey was applied to measure the
effectiveness of the digital system in zakat distribution, using the Likert scale to evaluate mustahik
and muzakki satisfaction on transparency and accuracy of digital zakat distribution. Third, document
analysis was used to review annual reports of zakat institutions, government policies related to digital
zakat, and relevant academic studies.

Data analysis techniques are conducted in 4 ways: first, qualitative analysis. Data from
interviews will be analyzed using the thematic analysis method to identify patterns and key findings
related to the implementation of digitalization in zakat distribution. Second, quantitative analysis.
Survey data will be analyzed using descriptive and inferential statistics, with a regression test or
Structural Equation Modeling (SEM), to evaluate the relationship between the digitalization of zakat
distribution and its impact on mustahik welfare. Third, comparative study. Comparing conventional
and digital zakat distribution models based on effectiveness, transparency, and accuracy.

3.1. Sample Size

This research will use purposive and stratified random sampling techniques to determine a
representative sample size. The targeted sample size is 300 respondents, consisting of 150 muzakki
(zakat givers) and 150 mustahik (zakat recipients) who have participated in the digital zakat program.
This sample was chosen to represent various demographic and socio-economic characteristics to
ensure the diversity of data obtained in this study.

3.2. Selection Criteria
The selection criteria for the research participants are as follows:

1. Muzakki, the respondent must be an individual or institution that has made zakat payments
through a digital system in the last 6 months.

2. The respondent, Mustahik, must be a zakat recipient registered in the digital zakat distribution
system used by the zakat institutions participating in the research.

3. Another criterion is that respondents must have minimal access to digital devices (such as
mobile phones or computers) and basic knowledge of digital zakat applications.

3.3. Demographic Coverage

This research will encompass a diverse demographic, including age groups, gender, education
level, income, and geographical location. This aims to obtain a more comprehensive picture of how
various groups respond to and engage with the digital zakat system. For example, the research will
include mustahik from urban and rural areas to observe differences in the acceptance and
effectiveness of the digital system based on location. Additionally, differences in age and education
levels will be analyzed to understand the extent to which digital literacy affects users experiences
and satisfaction with digital zakat.

4. The Impact of Digital Transformation on Poverty Alleviation

Digital transformation has dramatically reduced poverty by enhancing access to financial and
social services.”® Research conducted by Devereux and Vincent indicates that integrating digital

28Chien-Chiang Lee, Runchi Lou, and Fuhao Wang, “Digital Financial Inclusion and Poverty
Alleviation: Evidence from the Sustainable Development of China,” Economic Analysis and Policy
77 (2023): 418-434. https://doi.org/10.1016/j.eap.2022.12.004
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technology into social welfare initiatives can speed up aid delivery and reduce social disparities.?’ In
the realm of zakat, embracing digital methods could improve the allocation of funds to those in need.

Using data-driven techniques, Zakat institutions can use digital systems to find groups below
the poverty line. Using big data analytics, zakat institutions can categorize beneficiaries based on the
level of need and geographical area. This can help create more efficient zakat programmes better
suited to the socio-economic circumstances of the community.

Digital transformation improves zakat distribution and helps the poor gain access to money.
Mustahik groups often do not have access to formal banking services, which makes it difficult for
them to manage the received zakat funds effectively. Digital financial technologies (fintech), such as
digital wallets and app-based bank accounts, allow mustahiks to obtain and use zakat funds more
easily and safely. This model has been applied through mobile money programs for social assistance
distribution in some countries, such as Pakistan and Bangladesh.

Digitalization enables the capacity building of beneficiaries through online-based training
programs, in addition to the financial aspect. With the help of digital education platforms, mustahiks
can increase their economic independence by learning skills such as entrepreneurship, digital
marketing, or other technical skills. For example, Baznas has created a technology-based zakat
program in Indonesia that provides financial assistance and offers training and business mentoring
for beneficiaries. This method aligns with the idea of productive zakat, which means that zakat is
used as seed capital to improve the economic welfare of people with low incomes sustainably.

Regarding economic empowerment, research conducted by al Azizah and Choirin® shows that
the digitalization of zakat can increase economic opportunities for low-income people by giving them
access to a broader market. Thanks to technological advances, individuals who have undergone
training can now sell their goods or services online through e-commerce sites or social networking
platforms. This method allows them to work independently, reducing their dependence on zakat
support over time.

Beyond the previously highlighted benefits, the digital transformation of zakat distribution can
also enhance the clarity and reliability of managing funds. For instance, blockchain technology
enables the permanent recording of transactions, guaranteeing that zakat funds are allocated
appropriately and preventing misuse. Mohamed et al.3! show that adopting blockchain in Islamic
philanthropy can increase public trust in zakat institutions, encouraging more muzakki to participate
in zakat payments.

However, although digital transformation has excellent potential in poverty alleviation through
zakat, some challenges, such as the digital divide and limited internet access in remote areas, must
be overcome. Therefore, this research will also explore strategies that can be used to overcome these
obstacles, such as collaboration with the government in providing digital infrastructure or providing

2Stephen Devereux and Katharine Vincent, “Using Technology to Deliver Social Protection:
Exploring Opportunities and Risks,” Development in Practice 20 (2010): 367-379.
https://doi.org/10.1080/09614521003709940.

3Ummu Salma Al Azizah and M. Choirin, “Financial Innovation on Zakat Distribution and
Economic Growth,” paper presented at the 2nd International Conference of Zakat (ICONZ),
Surabaya, Indonesia, February 14, 2018, in Indonesian Conference of Zakat — Proceedings (2019),
https://doi.org/10.37706/iconz.2018.115.

3IMohamud Ahmed Mohamed, Mahad Abdiwali Mohamed, and Omar Ahmed Mohamud, “The
Role of Blockchain Technology on Zakat Institutions, A Way Forward: Literature Review,”
International Journal of Membrane Science and Technology 10, no. 3 (2023): 1996-2009.
https://doi.org/10.15379/ijmst.v10i3.1869

20—

Journal of Islamic Thought and Civilization

Volume 15 Issue 2 Fall 2025


https://doi.org/10.1080/09614521003709940
https://doi.org/10.37706/iconz.2018.115
https://doi.org/10.15379/ijmst.v10i3.1869

Muyassarah et al. Revised Zakat Distribution. ..

technology subsidies for zakat institutions that want to adopt digital-based systems. Thus, it is
expected that the technology-based zakat distribution model proposed in this research can be applied
inclusively and provide a broader impact on poverty alleviation.

5. Effectiveness of Digitalisation in Zakat Distribution: Acceleration and Efficiency

Digital transformation in zakat management has significantly improved the efficiency and
effectiveness of fund distribution to the mustahik. Various amil zakat institutions (LAZ) in Indonesia,
such as BAZNAS, Dompet Dhuafa, and LAZISNU, have started adopting digital technology to
optimise zakat distribution. Using fintech applications and blockchain technology makes the zakat
distribution process faster, more transparent, and more accountable. This digitalization also
contributes to reducing operational costs that have been an obstacle in conventional distribution.

Before the implementation of digital technology, zakat distribution often experienced delays due
to manual administrative processes, which included mustahik data verification, fund disbursement,
and aid distribution. Based on interviews with BAZNAS representatives, the zakat distribution
system before digitalization took 7 to 14 days from collection to disbursement of funds to
beneficiaries. However, after implementing digital-based systems, such as the Baznas Digital and
Zakat Pay applications, this process can be shortened to just 1 to 3 days.

Dompet Dhuafa has also trialed the application of blockchain technology in zakat distribution
to improve transparency and accountability [Mokodenseho et al. 2023: 01-09]. According to one of
the Dompet Dhuafa managers interviewed, this technology allows every transaction to be
permanently recorded in a system that cannot be changed, thus preventing the potential for
misappropriation of funds. In addition, with the innovative contract system, zakat funds can be
directly channeled to verified mustahik without going through many intermediaries, thus reducing
the risk of delays and additional costs.

Digitalization of zakat also reduces operational costs that have been quite large in the
conventional distribution system.??> LAZISNU, for example, noted that before digitalization, the
operational cost of zakat distribution could reach 15-20% of the total funds collected, mainly for
administrative needs, manual verification, and physical aid delivery. After implementing a digital
distribution system through the NU Care-LAZISNU platform, operational costs can be reduced by 8-
10%. This efficiency allows the mustahik to utilise more funds directly.

The shift to digital processes can speed up and reduce costs and provide opportunities for
Mustahik to engage in finance. Some LAZs have collaborated with Islamic banking institutions and
fintech companies to create digital accounts or e-wallets for zakat recipients. This arrangement allows
the Mustahik to receive assistance directly without attending the LAZ office or Zakat distribution
events in person. According to a BAZNAS representative, this program has been incorporated into
the Community Development Zakat program in remote areas. It allows the mustahik to get assistance
through a digital platform without being limited by location.

While digitalisation has many benefits, implementing it can be problematic. Dompet Dhuafa
has identified limited digital literacy among mustahiks, especially in rural and remote areas. Some
recipients still face difficulties when using digital applications to access zakat funds, which suggests
that education and mentoring programmes are needed to enable recipients to benefit from this
technology fully.

32Fuad Hasyim, Ririn Tri Ratnasari, and Arroyyan Ramly, “Financial Technology Adoption and
Digitisation of Zakat Payment Behavior,” ZISWAF: Journal of Zakat and Wagqf 10, no. 2 (2023):
247-270.
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Data security is also critical in the digitalization of Zakat.33 The LAZISNU representative stated
that although the digital system makes things more transparent, confidential data may still be
disclosed.3* Therefore, zakat institutions must ensure that their systems follow strict cybersecurity
protocols so that the personal data of zakat recipients is not misused.

However, LAZ managers acknowledge that digitalization has improved the effectiveness of
zakat distribution.>®> BAZNAS, Dompet Dhuafa, and LAZISNU continue to be committed to
enhancing the digitalized zakat distribution system by increasing collaboration among various fintech
companies and Islamic financial institutions. Artificial intelligence (Al) is a new approach for
analyzing and predicting the assistance the mustahik might need.

Digitalizing zakat distribution has increased transparency and accountability, lowered
operational costs, and accelerated the process. Based on the data and interview results, this conclusion
can be made: Digitalisation of zakat has great potential as a key solution to improve the welfare of
the mustahik and effectively reduce poverty in the future by continuously developing the technology
and overcoming the existing challenges.

6. Transparency and Accountability in Digital Zakat Management

Transparency and accountability are key to building public trust in zakat management.® Many
advancements, such as smart contracts and artificial intelligence (Al) audit systems, have occurred
during the transformation of the zakat sector to digitalization. These advancements can increase
public trust in the way zakat funds are distributed. Zakat institutions such as BAZNAS,3” Dompet
Dhuafa,*® and LAZISNU? have started using these technologies to make zakat resources more
transparent and accountable.

Before using digital tools, reporting of zakat funds was mainly done manually. Such manual
practices can lead to errors and delays in sending information to muzakki and mustahik. In an
interview, a BAZNAS representative said*’ that traditional methods often face problems verifying
transactions, resulting in inaccurate records of incoming and outgoing funds. With blockchain-based

3Farahdina Fazial, Mohd Mohaizam Md Ishak, Muhammad Saiful Islami Mohd Taher, and
Nooramira Ghazali, “Enhancing Zakat Management Through Digitalization: A Literature Review on
Emerging Technologies and Best Practices,” Journal Information and Technology Management
(JISTM) 10, no. 38 (2025): 64-86. https://doi.org/10.35631/JISTM.1038006

3Interview with one of the Lazisnu administrators in Central Java on July 2, 2025

3Interview with a LAZ administrator in West Java on July 5, 2025

3Nur Barizah Abu Bakar, and Abdul Rahim Abdul Rahman, “A Comparative Study of Zakah
and Modern Taxation,” Journal of King Abdulaziz University: Islamic Economics 20, no. 1 (2007):
25-40. Available at SSRN: https://ssrn.com/abstract=3071234

S’BAZNAS, “Laporan Tahunan BAZNAS 2022 [BAZNAS Annual Report 2022], 2022.
https://baznas.go.id, https://baznas.jogjakota.go.id/detail/index/38300; Widi Nopiardo, “Strategi
Fundraising Dana Zakat Pada Baznas Kabupaten Tanah Datar [Zakat Fundraising Strategy at Baznas
Tanah Datar Regency),” Jurnal Riset Ekonomi Islam [Journal of Islamic Economic Research] 2, no.
1 (2017).

3¥Dompet Dhuafa, “Profil,” Digital Dompet Dhuafa / Tentang Kami, accessed July 25, 2025,
https://digital.dompetdhuafa.org/tentang-kami/profil.

3¥Muhammad Agus Futuhul Ma’wa and Ahmad Surohman, “Strategi Fundraising Zakat, Infak
dan Sedekah (ZIS) di PW NU Care-Lazisnu D.I. Yogyakarta Tahun 2019 [Zakat, Infak, and Alms
(ZIS) Fundraising Strategy at PW NU Care-Lazisnu D.I. Yogyakarta in 2019],” Jurnal Manajemen
Dakwah  [Journal  of  Dakwah  Management] 7, no. 2  (2021): 225-248,
https://doi.org/10.14421/jmd.2021.72-02.

“Interview with a BAZNAS administrator in Jakarta on June 15, 2025
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digital platforms, every transaction is recorded consistently. This allows regulators and donors to
track the flow of funds in real-time.

A Dompet Dhuafa manager said*! their zakat initiatives have yielded significant results thanks
to innovative contract technology. According to the manager, this technology enables the automatic
allocation of funds to verified mustahiks, eliminating the administrative processes that often hamper
the process. Since every transaction must adhere to the terms of the digital contract, this innovation
prevents the misuse of funds.

In addition, audit systems supported by artificial intelligence increase the accountability of
digital zakat organizations. For example, LAZISNU* has developed a system that automatically
checks transaction data to find suspicious irregularities. LAZISNU representatives said that the
system could find unusual transaction behavior, such as double fund distribution or errors in data
entry. With the help of the Al-driven audit system, LAZ can quickly respond to potential problems
before zakat funds are misused.

Although various technologies have been added to increase transparency, there are still many
challenges to increasing public trust in digital systems. BAZNAS* representatives stated that
muzakki and mustahik do not have enough digital knowledge. Many still choose conventional
methods since they do not fully understand how smart contracts and blockchain work to secure and
clarify zakat funds.

In addition, Indonesias digital zakat law is still being drafted.** According to Dompet Dhuafa,*
although the Financial Services Authority (OJK)*® and the Ministry of Religious Affairs*” have made
policies to encourage digital zakat, there is still a lack of rules governing the use of technologies such
as blockchain and artificial intelligence in the management of religious and social funds. Clear legal
regulations are needed to ensure that these technologies can be used in a Sharia-compliant manner.

The digital transformation of zakat involves data protection. LAZISNU points out that as the
use of digital platforms increases, personal data can be exposed to muzakki and mustahik. Therefore,
LAZ should ensure that the digital infrastructure includes strong data security measures, such as data
encryption and compliance with cybersecurity protocols. In addition, users should be better educated
on how to protect their digital accounts.

LAZ has started creating web—and app-based transparency platforms that allow the muzakki to
monitor how their zakat is distributed directly. This kind of transparency can increase public trust.
For example, Baznas has launched a digital reporting feature on its platform. This feature presents
the latest reports on how zakat funds are distributed according to mustahik categories and the type of

#nterview with a Dompet Dhuafa manager in Jakarta on June 15, 2025

“https://nucare.id/

“https://baznas.go.id/

#Otoritas Jasa Keuangan, “Kebijakan Pengembangan dan Roadmap Perbankan Syariah,” OJK
— Kanal Syariah, accessed July 25, 2025, https://ojk.go.id/id/kanal/syariah/tentang-
syariah/Pages/Kebijakan-Pengembangan-dan-Roadmap-.aspx. OJK Portal

#Maryama Faradila Rosyadi, Pengelolaan Zakat Online di Lembaga Dompet Dhuafa Jawa
Tengah (Studi Kasus di Kota Semarang) [Online Zakat Management at the Dompet Dhuafa
Institution in Central Java (Case Study in Semarang City)], Semarang: Unissula, 2024.

46Qtoritas Jasa Keuangan, “Kebijakan Pengembangan dan Roadmap Perbankan Syariah.

47K omite Nasional Ekonomi dan Keuangan Syariah (KNEKS), “KNEKS Dukung KEMENAG
Menangkap Aspirasi Penajaman Rancangan Revisi UU Wakaf,” KNEKS, May 6, 2025, accessed July
25, 2025, https://kneks.go.id/berita/698/kneks-dukung-kemenag-menangkap-aspirasi-penajaman-
rancangan-revisi-uu-wakaf?category=1.
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assistance provided. This initiative is expected to increase public trust in zakat management through
digital means.

According to discussions with various LAZ managers, there is a consensus that enhancing
transparency in the management of digital zakat should be a priority, supported by technology and
clear regulations. Digitalization focuses on speeding up the process of zakat distribution while
establishing a reliable framework for all stakeholders involved, including muzakki, mustahik, and
relevant authorities. Thus, zakat organizations, regulators, and tech companies must work together to
develop a safer and clearer digital zakat environment.

As zakat management goes digital, there is an excellent opportunity to improve transparency
and accountability. A digital zakat framework can be a more effective tool to drive equitable
distribution and sustainably improve poverty alleviation by addressing current issues such as digital
literacy, regulations, and data protection.

7. Challenges and Obstacles in Digital Zakat Implementation

Transforming to a digitalized Zakat system has many benefits, such as making it more efficient
and more transparent.*® However, the implementation of these changes often faces challenges.
During the discussion, BAZNAS representatives pointed out that mustahiks lack digital skills.
Many zakat beneficiaries are not yet familiar with digital tools such as fintech apps and e-wallets,
which hinders them from getting the support they need. Several solutions can be implemented to
ensure that zakat recipients (mustahik) have digital skills. One is by conducting regular training on
using relevant fintech and e-wallet applications. This training can be conducted in various formats,
such as face-to-face classes, webinars, or even easily accessible video tutorials for beneficiaries. This
will give them a basic understanding of accessing and utilizing digital platforms for zakat.

In addition, digital zakat distribution is hampered by a lack of technological resources,
especially in remote areas. A Dompet Dhuafa representative said that many places in Indonesia still
face issues with internet connectivity and digital banking services.>® As most mustahiks do not have
adequate access to online platforms, the online distribution of zakat is hampered. Digitalization of
zakat is not effective across communities if there is no strong infrastructure.

In addition to technical barriers, the hesitation of established zakat institutions is an additional
obstacle to embracing digital technology. LAZISNU revealed in a recent interview that some Zakat
managers are still hesitant about digital platforms because they are used to traditional methods that
rely on face-to-face recording and channeling.’! They are mainly concerned about the possibility of
technical errors, data security, and the reliability of digital transactions, all of which are not yet fully
guaranteed.

4Rovita Sandi, and Igbal Igbal, “Zakat Transformation in Improving Economic Welfare in the
Digital Era,” Alhamdulillah: Jurnal Agama Islam [Alhamdulillah: Islamic Religious Journal] 2, no.
1 (2023): 13-18, https://doi.org/10.54209/alhamdulillah.v2i01.320

“Pertiwi Utami, Tulus Suryanto, M. Nasor, and Ruslan Abdul Ghofur, “The Effect
Digitalization Zakat Payment Against Potential of Zakat Acceptance in National Amil Zakat
Agency,” IQTISHADIA 13, no. 2 (2020): 216-239, http://dx.doi.org/10.21043/iqtishadia.v13i2.7809.

S0Nenie Sofiyawati, “Managing Digital Fundraising of Dompet Dhuafa During Covid-19
Pandemic,” MUHARRIK: Jurnal Dakwah Dan Sosial [MUHARRIK: Journal of Da'wah and Social
Affairs] 4, no. 02 (2021): 377-394, https://doi.org/10.37680/muharrik.v4i02.1082.

SINU Online, “Gelar Rakernas, LAZISNU Bertransformasi di Era Digital dan Siap Jadi
Filantropi Islam Terkemuka,” NU Online, September 6, 2024, accessed July 25, 2025,
https://www.nu.or.id/nasional/gelar-rakernas-lazisnu-bertransformasi-di-era-digital-dan-siap-jadi-
filantropi-islam-terkemuka-30gKt.
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SWOT analysis shows strengths, weaknesses, and threats. One of the main obstacles to internal
weakness is that the human resources of zakat institutions are not ready to use digital technology.
Managing technology-based systems is often a problem for LAZs that do not have IT experts.
Meanwhile, the possibility of cyber breaches is also considered when digitalizing zakat.

Cybersecurity is critical in the digital development of zakat. BAZNAS representatives said that
the possibility of illegal access to the data of the mustahik and muzakki could undermine public trust
in zakat digital platforms. As a result, zakat institutions should give the highest priority to investment
in improved security systems such as data encryption and multifactor authentication. However, zakat
institutions with limited financial resources face significant challenges due to the costs of utilizing
these cybersecurity solutions.

There is no precise regulation on the digitalization of zakat on the low side. The Ministry of
Religious Affairs and the Financial Services Authority (OJK) regulate digitalized zakat involving
blockchain and artificial intelligence technologies. According to a representative of Dompet Dhuafa,
the lack of clarity of this regulation has caused some LAZs to be reluctant to fully adopt the
technology for fear of violating applicable legal provisions.

Although there are various obstacles, the digitalization of zakat also opens up great opportunities
to increase the effectiveness of zakat fund distribution. In the SWOT analysis, the main chance that
can be utilized is the increasing penetration of the internet and smartphones in Indonesia. With more
than 200 million internet users in Indonesia, the potential of digital zakat application utilization is
getting bigger. This momentum allows zakat institutions to expand their service reach through digital-
based innovation.

In addition, a collaboration between LAZ and the technology sector can help overcome the
challenges of digitalizing zakat. For example, LAZISNU revealed that they are collaborating with
fintech companies to develop a zakat payment system that is more accessible to the broader
community. This collaboration accelerates digitization and increases public trust in technology-based
zakat management.

To overcome these challenges, digital education and socialisation-based approaches must be
strengthened. BAZNAS and Dompet Dhuafa have started conducting digital literacy training for
mustahik to use digital zakat services optimally. In addition, increasing human resources capacity in
zakat institutions should also be a priority so that they can manage digital systems more
professionally.

Overall, the challenges in implementing digital zakat can be overcome with the right strategy,
including improving technology infrastructure, strengthening regulations, and collaboration between
zakat institutions and the technology sector. With firm commitment from various parties, the
digitalization of Zakat will increase fund distribution and strengthen Zakats role in poverty
alleviation in the digital era.

8. Implications of Digital Transformation on Mustahiks Economic Empowerment

Digital transformation in zakat distribution not only improves the efficiency of fund
management but also significantly impacts the economic empowerment of the mustahik.
Digitalization enables faster, more accurate, and transparent zakat distribution so that the Mustahik
can immediately get assistance.’> However, problems such as limited digital literacy, uneven

?Mia Andika Sari, and Herviana, Lucky, “Advancements and Challenges in Zakat
Digitalisation: A Systematic Literature Review,” Global Business and Management Research: An
International Journal 16, no. 3s (2024): 240-253.
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technological infrastructure, and resistance from traditional zakat institutions still make optimizing
digital-based empowerment programs challenging.

One of the main obstacles revealed by BAZNAS representatives in the interview is the low level
of digital literacy among mustahiks. Many zakat recipients do not know how to use digital technology
in their economic activities, so assistance provided through online platforms has not been optimised.
To overcome this, BAZNAS started providing digital literacy training to mustahiks to help them grow
their micro businesses and gain access to digital banking services.

In addition to digital literacy issues, digital-based mustahik economic empowerment faces
challenges due to a lack of equitable technology infrastructure. Dompet Dhuafa representatives
emphasized that limited internet connection in some remote areas makes it difficult for the mustahiks
to access zakat fintech applications and online training programs. It is impossible to maximize the
potential of digitalization in Mustahik empowerment without enough infrastructure. Therefore,
cooperation with the government and the private sector is needed to accelerate the development of
digital infrastructure in areas that have not been reached by technology.

The resistance of traditional zakat institutions towards digital systems is also a factor that needs
to be considered.>* According to interviews with LAZISNU representatives, some zakat managers
are still more comfortable using conventional methods because they consider digital systems to have
higher technical and security risks. In addition, they are worried that implementing the digital system
will eliminate the personal approach in zakat distribution, which has been considered necessary in
building relationships between muzakki and mustahik.

SWOT analysis categorizes these obstacles as weaknesses and threats that must be addressed
immediately. Regarding internal weaknesses, the lack of digital experts in zakat institutions is a
significant obstacle in technology-based fund management. Meanwhile, external threats, data
security risks, and digital fraud must be considered when implementing digital zakat.

Nonetheless, digital transformation also opens up great opportunities for mustahik economic
empowerment. In the SWOT analysis, opportunities that can be utilized are the increasing internet
penetration and smartphone usage in Indonesia. With over 200 million internet users, digital
platforms can effectively provide skills training, access to capital, and marketing for micro-
enterprises. Dompet Dhuafa representatives highlighted that digitalization had enabled them to
develop an online-based business incubation program that Mustahik from different regions can
access.

In addition, blockchain technology and digital recording systems can increase transparency in
providing business capital for mustahiks. According to BAZNAS, applying the blockchain system to
distribute zakat funds allows for more secure and non-manipulable transaction records, thus ensuring
that the assistance provided reaches the rightful recipients. This can increase public trust in the digital
zakat system while strengthening the mustahik economic ecosystem.

Zakat institutions and the fintech sector can collaborate to accelerate digital transformation in
mustahik economic empowerment. To facilitate the disbursement of zakat funds directly to mustahik

3Syahrul Hanafi, “The Role of Information in Online Zakat Payment Resistance,” Indonesian
Conference of Zakat - Proceedings (2020): 179-192.
https://doi.org/https://doi.org/10.37706/iconz.2020.217
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accounts,>* LAZISNU collaborates with various digital payment platforms and markets to help the
Mustahik market its goods online, increasing its market reach and income.

Education and mentoring methods must be improved for digitalization to support economic
empowerment effectively.>> Dompet Dhuafas business mentoring program involves applications that
allow Mustahiks to get feedback from seasoned entrepreneurs. These initiatives offer funding
opportunities and help Mustahiks manage their businesses more professionally.

While some barriers prevent the implementation of digital zakat, the benefits far outweigh those
barriers. By applying the right approach, such as improving digital skills, building technological
infrastructure, and collaborating with the private sector, the digital transformation of zakat can
successfully strengthen the Muslim economy and reduce poverty in the modern era.

9. Conclusion and Implications

In summary, this research says that incorporating digital technology into the Zakat distribution
system is essential to improve the efficiency and effectiveness of Zakat distribution. The shift to
digital methods enables better channelling of zakat through online payment systems, smart contracts,
and blockchain technology, which increases accountability and reduces the possibility of misuse of
funds. This makes the distribution of zakat faster, more transparent, and better able to serve more
beneficiaries. An examination of various zakat management institutions, such as BAZNAS, Dompet
Dhuafa, and LAZISNU, shows that the use of technology in zakat distribution not only accelerates
fund distribution but also encourages technology-based productive zakat initiatives that can
sustainably improve the welfare of beneficiaries.

The research also found that the digitalization of zakat opens up new opportunities for mustahik
economic empowerment. Fintech grant-based financing models, online marketplaces for mustahiks,
and zakat crowdfunding platforms increase recipients access to capital. A mustahik who engages in
the digital environment is more likely to achieve financial independence. This is demonstrated by
programs such as Zakat for Community Development (ZCD) from BAZNAS, Digital Waqf for
MSMESs by Dompet Dhuafa, and market-leveraged Zakat initiatives by LAZISNU. Data-driven real-
time surveillance systems and artificial intelligence enable more accurate assessments of the success
of economic empowerment initiatives, which facilitates more appropriate policy actions.

Despite its many advantages, digital zakat still has many challenges to overcome. Limited digital
skills for mustahiks, especially in rural areas, are a key issue identified in this study. They are less
engaged with digital platforms for financial activities. In addition, traditional zakat managers refusing
to participate is also an issue, as they believe that conventional methods are more stable than digital
systems. Some zakat organizations face difficulties adopting technology due to inconsistent
infrastructure and unskilled staff.

Building public trust in the digital tithe framework and ensuring data security are significant
issues. Cybersecurity is critical, especially given potential risks such as personal data breaches and
misuse of digital funds. However, some muzakki remain skeptical about the reliability of digital
platforms in channelling their zakat contributions despite blockchain technology and smart contracts

3 Aliman Syahuri Zein, Delima Sari Lubis, and Annida Karima Sovia, “Digitalisation of
Mustahiq Economic Empowerment Model based on Productive Zakah Fund,” Indonesian
Conference of Zakat - Proceedings (2020): 419-428, https://doi.org/10.37706/iconz.2020.220.

Islami Rahayu Mail, Nurul Widyawati, and Fauzan Adhim Mail, “Digitalisation of
Zakatnomics: Community-Based Mustahik Economic Empowerment (An Economic Empowerment
Chain Study),” International Journal of Artificial Intelligence Research 8, no. 1 (2024): 1-12,
https://doi.org/10.29099/ijair.v8il.1.1257.
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potentially increasing transparency. Therefore, stronger regulation and increased public education are
required to foster trust in the digital zakat environment.

The SWOT analysis conducted in this study shows that although the digitalization of zakat has
some problems, many opportunities are available. Technology enables creative methods to increase
the effectiveness of zakat distribution, accelerate access to mustahik funds, and expand the list of
beneficiaries. Various digital zakat programs have been successful, showing that this transformation
can be an essential strategy for poverty reduction.

Consequently, this study suggests several strategic actions to enhance the performance of zakat
digitalization. First, both mustahik (recipients) and zakat managers should be equipped with better
digital skills by providing structured training and continuous guidance to ensure effective use of
digital platforms. Second, it is crucial to strengthen digital security regulations and adopt
standardized protocols to safeguard sensitive information, thereby fostering public trust in
technology-based zakat management. Third, a more inclusive digital zakat ecosystem must be
established, where collaboration between LAZ (Lembaga Amil Zakat), the government, the private
sector, and technology companies enables innovation, resource-sharing, and broader outreach.
Finally, continuous awareness campaigns should be launched to promote digital literacy, encourage
adoption among stakeholders, and demonstrate the efficiency and transparency of the system.

By implementing these strategies, digital zakat management can enhance efficiency,
accountability, and transparency while contributing to the economic empowerment of mustahik. As
this research highlights, digitalization has the potential to transform zakat into a powerful instrument
for sustainable poverty reduction and social welfare in the digital era.
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