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Abstract

The outbreak of COVID-19 at the end of 2019 has caused the economic landscape and social
life of the world’s communities to change. The impact of this epidemic has forced most
countries to implement the Movement Control Order (MCO), and Malaysia as a country is no
exception in implementing the MCO, which involves three phases of implementation. The
implementation of MCO has caused the country's economic activities to be affected through
shocks that occurred to the economic chain and, in turn, caused economic agents consisting
of households, firms and government to experience a significant impact. The economic crisis
due to COVID-19 has also directly impacted the management landscape of collection and
distribution of zakat for zakat institutions, especially the expected decline in the collection
and increased distribution burden due to the economic impact resulting from the
implementation of MCO to curb the spread of COVID-19. Therefore, this study aims to explain
the economic impact of the implementation of MCO by the Malaysian government to curb
the spread of COVID-19 and study the management of collection and distribution of zakat
institutions in Zakat Penang (ZP) when faced with the spread of COVID-19. Through a
qualitative approach in collecting and analysing secondary data obtained, the study found
that ZP has taken several initiatives involving aspects of distribution and collection
management that have contributed to reducing the economic burden of asnaf through
increasing zakat distribution during COVID-19 by various methods. Apart from that, ZP is also
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involved in efforts to reduce the effects of the COVID-19 epidemic, such as the distribution of
zakat to the health sector in Penang.
Keywords: Penang, Zakat, COVID-19, Strategic, Economic.

Introduction

The years 2020 and 2021 saw a pandemic phenomenon, resulting in losses to most countries
that had to face the onslaught of threats and enormous challenges. Every country in the world
is fighting and working hard to save the people from the onslaught of the threat of diseases
that are spreading rapidly and resulting in loss of life and economic loss to every country. The
chronology of this infectious disease known as COVID-19 began on 31 December 2019, with
one pneumonia incident of unknown cause in Wuhan, China (Ministry of Health Malaysia,
2020). The impact of COVID-19 transmission on the country's public health has seen every
country forced to adopt new norms in daily social life through the practice of physical
distance, hygiene practices by regularly washing hands with soap or hand sanitizier, the
practice of wearing face masks when in open and crowded places and instructions to sit at
home through the control of movement orders by several states (Asni et al., 2021).

The emergence of this COVID-19 virus, although invisible to the naked eye, but its
movement is very active through infections that easily occur so that the existence of new
mutations that have been detected in Europe. This situation illustrates the ability and
capability of this COVID-19 virus to infect humans through its movement across borders and
various regions the impact of social and economic activities taking place between countries.
Global COVID-19 infection data show that as many as 315 million people have been infected,
with a mortality rate of 5.5 million people worldwide (World Health Organization, 2022).
Infection statistics in Malaysia show that 2.7 million people in the country have been infected
and involved in 38,157 deaths after the first case was detected in the country on 23 January
2020 (Bernama, 2020; Ministry of Health Malaysia, 2022).

The impact of the COVID-19 infectious disease epidemic has caused instability to the
whole country through a direct impact on the public health sector and resulting in economic
losses to the country, both macro and micro. Therefore, to curb the spread of COVID-19 from
continuing to spread and threaten the lives and the country's economy, the Malaysian
government has implemented the Movement Control Order (MCO) starting March 18, 2020
to ensure public health, especially lives can be saved in addition to ensuring that the country's
economy can be controlled through the permission of some economic sectors that are
allowed to operate throughout the implementation of the MCO (Bernama, 2020).
Furthermore, the world is now shocked by the COVID-19 mutation variant known as Delta,
Beta and Alpha, where it can infect in a very fast period of 15 seconds with a distance of one
meter and can spread through the air (Bernal et al., 2021). This makes the COVID-19 mutation
variant more susceptible to infection. This situation can be seen in the current record of
infections and deaths multiplied in 2020 and 2021.

Implementing MCO by the government to curb the spread of this virus in the
community has impacted daily economic activities, especially for workers and traders. They
had to limit economic activities for a long time during the MCO period and face job losses,
salary cuts, and having to close business operations (Yusli et al., 2021). This implication makes
this group lose income or lack income to live daily life. As a result, the COVID-19 pandemic
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has impacted the low-income group of people in the B40 category. It also spread its effects
to income groups from the M40 and T20 categories, especially small and medium level traders
from the private sector who had to stop business operations and be laid off, such as economic
sectors involving manufacturing, tourism, aviation and small industries (Othman & Ibrahim,
2020).

This situation will inevitably also affect the group of people who belong to the asnaf
category where the existing asnaf is increasingly affected in terms of financial burden and the
group of asnaf category is increasing the economic impact of the COVID-19 pandemic. This
situation can be evidenced by the increase in the current poverty rate in Malaysia to 8.4
percent from 5.6 percent in 2019, where the total household poverty in Malaysia has
increased from 405,000 in 2019 to 640,000 in 2020 (Hibrahim, 2021). In addition, the World
Bank report has also reported that as many as 35 million people will be at the poverty level,
and this number will continue to increase to 299 million people nationwide (Othman & Nor,
2021).

Assessing the economic crisis caused by the outbreak of COVID-19 which has forced
the Malaysian government to implement MCO, will have a direct impact on the zakat
institution in Malaysia, an institution entrusted to collect and distribute zakat funds to the
asnaf. Among the significant effects that have to be borne by the zakat institution is the aspect
of zakat collection that is expected to be affected and the aspect of distribution burden to the
needy asnaf will continue to increase. Among the effects of the amount of zakat collection
funds that will experience a decline consist of types of zakat collection such as income,
business, stocks and agriculture (Shaharin et al., 2021). Therefore, this study aims to identify
the economic impact of the implementation of MCO by the Malaysian government to curb
the spread of COVID-19 epidemic in addition to studying the management of collection and
distribution of zakat institutions in ZP when faced with the spread of COVID-19.

Literature Review

The concept of zakat

Zakat is derived from the Arabic word, i.e., zakaa, which means clean and pure (Abd Rashid
et al., 2018). Ibn Manzur (1990) mentions that the basis of zakat is cleanliness, growth,
blessings and praise. Allah SWT explains the meaning of zakaa in the Qur'an which is, "Indeed,
blessed is the person who purifies the soul (al-Shams: 9)". Based on the verse, it can be
concluded that the meaning of zakat is to purify property from mixing with the rights of
others, then purify the human soul from the nature of greed, envy and give birth to the
praiseworthy nature of fellow human beings.

While the meaning of zakat from Islamic law is a specific property issued with certain
conditions to certain groups (asnaf). To ensure that the goals and objectives of zakat
legislation are achieved, Muslims have implemented various efforts since the time of the
Prophet PBUH in strengthening the management of zakat (Abd Rashid et al., 2018). The firm
action of the first Islamic caliph against those who refused to pay zakat was very clear, that is
when Abu Bakr took action against those who refused to pay zakat after the death of the
Prophet PBUH. Similarly, the establishment of Baitulmal by Umar al-Khattab acts as the
national treasury management centre covering zakat, jizyah, ghanimah, kharaj, fay', payment
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of salaries of administrative officers, army and so on. Such institutions were later developed
throughout the Islamic region (Tonot & Ibrahim, 2014).

The zakat institution is one of the most important service sectors in the Islamic
economy, and this is because zakat is an effective social security system for the Muslim
community. This can be seen when the distribution of zakat includes many groups in a society
that involves eight groups of asnaf as prescribed by the Qur'an, namely al-fugara’, the poor
(al-masakin), amil, converts, slaves (al-rigab), people who are burdened with debt (al-
gharimin), those who fight in the way of Allah (fisabilillah), travelers on the journey (/bn sabil).
Thus, the distribution of zakat covers the needy in society (Wahid et al., 2017).

Therefore, the objective of zakat is to build a society for cooperation between the rich
and the poor. In addition, the practice of zakat can also educate the community to stay away
from reprehensible traits such as being too selfish and stingy. Along with the progress of the
times, there are now various changes and advances in the zakat management system by zakat
institutions throughout the Muslim country especially in terms of effectiveness in the
collection and distribution of zakat (Romdhoni, 2017). Thus, it is undeniable that the
institution of zakat is a major contributor to the various development of Muslims, especially
in terms of economy, education, health and society. Although Muslims are often tested with
various life challenges such as economic, health and educational problems, zakat institutions
have always been a major contributor in solving the problems that exist (Kadri et al., 2012).

Reforms in zakat management

In Malaysia, the Federal Constitution of Malaysia has listed matters related to Islam are
subject to the jurisdiction of the states which are placed under the Federal Constitution: Ninth
Schedule, List 2: List of States, which lists matters related to wills, zakat, baitulmal and etc.
(Paizin, 2014; Mohamad et al., 2022).

The states have provided for matters relating to the collection and distribution of zakat
through their respective state Acts or Enactments. This is enshrined in the special Zakat
Enactment or part of the provisions in the Religious Administration Act and Enactment of the
authorities, namely the Islamic Religious Council of the states, among others in Act 559:
Shariah Criminal Offenses (Federal Territories) 1997, Islamic Religious Administration
Enactment (Johor) 2003, Administration of the Religion of Islam (State of Selangor) Enactment
2003, Administration of Islamic Religious Affairs (Terengganu) Enactment 2001,
Administration of the Religion of Islam (State of Penang) Enactment 2004, Administration of
the Religion of Islam (State of Perlis) Enactment 2006, Enactment of the Islamic Religious
Council of the State of Sabah 2004 and the Zakat and Fitrah (State of Sabah) Enactment 1993
(Paizin, 2014).

The management of zakat in Malaysia through official institutions and regulations is a
factor in the success of zakat practice in Malaysia. This is because, under the management of
the state government, the management of zakat can be done in an organised manner such as
the injection of funds and the appointment of professional officers. This can reduce the
operating costs of the zakat institution and utilise the entire zakat collection fund for the
public good. It also causes the Muslim community to have high confidence in the institution
of zakat in Malaysia (Wahid et al., 2017).
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Zakat institutions in Malaysia have undergone various improvement processes in the
zakat management system and one of the steps is to privatise. According to Esrati, (2018)
there are three categories of zakat institutions in Malaysia, namely; full privatisation
(Selangor, Penang, Sabah, Sarawak), partial privatisation (Federal Territory, Negeri Sembilan,
Melaka, Pahang) and no privatisation (Kedah, Perlis, Perak, Kelantan, Terengganu, Johor). For
the fully privatised category, zakat collection and distribution activities are fully handed over
to the respective corporate zakat offices. As for the semi-privatisation category, the collection
activities are done by the corporate zakat office, but the distribution activities are placed
under the Baitulmal institution. States that do not privatise zakat institutions, both collection
and distribution activities become the full responsibility of Baitulmal (Esrati, 2018).

Zakat institutions in Malaysia have also brought about various reforms that can
increase zakat collection. Among the efforts made is increasing the types of property that can
be zakat, including income zakat, savings zakat, EPF zakat, takaful zakat, business zakat, and
investment zakat, gold and silver zakat and agricultural zakat. This diversity has helped zakat
institutions to increase zakat collection from time to time (Wahid & Ahmad, 2014).

Apart from that, the collection of zakat is no longer through traditional methods, in
fact, zakat institutions provide various types of modern channels to facilitate zakat payers.
Among the zakat payment channels are through zakat counters at branches, mobile zakat
counters (vans or lorries), salary deduction schemes, banks (counters, internet banking,
ATMs) and post office counters. In addition, various alternative channels consist of virtual
zakat payment methods (e-zakat pay), debit and credit cards, remittances, post-dated checks,
Space Cooperatives and others (Razak, 2020).

Collection of zakat is not limited to assets in the form of staple food, livestock, crops
or money alone, even digital assets in the form of bitcoin or digital currency are also allowed
to be subject to zakat if sufficient conditions (Yusof et al., 2021). All these initiatives help in
increasing the collection of zakat. In the study of Nasir et al. (2021), it was found that the
nisab zakat rate paid more than the zakat obligation rate by zakat payers is 1.3 times assuming
it contributes 23 per cent to income zakat collection in the Federal Territory.

In terms of zakat distribution, zakat institutions not only distribute zakat money on a
one-off or subsistence basis to asnaf groups, but zakat institutions have carried out several
initiatives such as building educational places, building businesses, providing training courses,
providing scholarships and providing capital. It is to allow them to change their lives from
asnaf to those who can contribute to the zakat fund due to a successful job or business (Razak,
2020).

Although there are various mechanisms in increasing the amount of zakat collection
through various types and mediums of zakat, previous studies raise some problems such as
the issue of distrust of zakat institutions and issues in zakat management that can affect zakat
collection. In the study of Sanep et al. (2006), most respondents were dissatisfied with the
management of zakat institutions even though they paid zakat to those institutions.
Moreover, distrust of the zakat institution is why an individual pays zakat through informal
channels (Hairunnizam et al., 2009). Patmawati (2008) suggested that the trust and
confidence of zakat payers need to be improved, and this indicates that the issue of low
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confidence in the zakat institution is serious. This is also supported by the study of Buang and
Said (2014) that there are complaints against zakat institutions in the implementation of
collection and distribution of zakat which results in community confidence in MAIN and zakat
institutions are affected and subsequently refusing to pay zakat.

The main factor related to low public confidence is the allegedly inefficient
governance of zakat institutions. This is due to the existence of complaints from the
community about the distribution of zakat, especially by those who have the potential to
receive zakat (Ab Rahman et al., 2012). In addition, the image of zakat institutions is also
tarnished due to corruption and malpractice committed by zakat officials (Md Hairi et al.,
2012). Therefore, good governance is highly demanded to ensure the effectiveness and
efficiency of zakat institutions in managing zakat funds. Satisfaction of all parties towards the
zakat institution and the delivery of quality services can be achieved with good governance
(Md Hairi et al., 2012).

Based on the issue of trust that can affect the operation and collection of zakat by
zakat institutions, recently, several researchers have conducted several studies on the
effectiveness and performance of zakat distribution by zakat institutions in Malaysia. Based
on the study conducted by Wahid et al (2017) who studied five MAIN institutions namely the
Selangor Islamic Religious Council (MAIS) and the Penang Islamic Religious Council (MAINPP)
which represent institutions that have corporatised the collection and distribution of zakat;
and the Johor Islamic Religious Council (MAI)), the Terengganu Islamic Religious and Malay
Customs Council (MAIDAM) and the Sabah Islamic Religious Council (MUIS) which represent
states that do not corporatise the collection and distribution of zakat. The study results found
a corresponding relationship between the financial management performance of MAIN with
the performance of zakat distribution in terms of financial and non-financial distribution.

Similarly, based on the study conducted by Omar (2019), Aminuddin et al. (2017), Zaki
& Ab Rahman (2019), Ab Rahman & Yeap (2019), Zaki et al. (2021), who studied the
performance of management and distribution of zakat in various states showed an
improvement. This can help give a good image to the institution of zakat to the Muslim
community and increase their trust.

Emergency zakat assistance

Apart from zakat assistance in the normal form that needs to be distributed to the designated
asnaf groups, zakat assistance is also distributed for emergency assistance such as those
involved in natural disasters. According to Fisal et al. (2016), flood victims can be included in
the sixth group i.e. asnaf al-gharimin, because they are forced to be in debt in a case of no
immorality and have not found a way to pay off their debts. They also need to be in debt for
themselves and their families. This is because floods are disasters that cause property to be
destroyed and need assistance. Thus, the Islamic scholars include the group as asnaf al-
gharimin.

According to Fisal et al (2016), zakat can be given to those affected by disasters,
whether major floods, tornadoes, landslides, earthquakes and other events that cause their
homes and crops to be destroyed. They can be categorised as al-gharimin who are entitled to
receive zakat. However, Fisal et al (2016) determined that the eligibility of a flood victim in an
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emergency situation is seen more accurately under the method of figh al-darurat tubihul
mahzurat (harm allows restraint) and figh method which is al-darurat tugaddar bi gadariha
(the emergency situation is determined according to its rate).

Recently, zakat institutions have faced major challenges with the COVID-19 issue that
has hit the country where it has affected various key sectors, especially the economic,
educational, social and community sectors. Thus, it is recorded in several studies on the
strategy of zakat institutions in dealing with the epidemic. To boost zakat collection, Hudaefi
et al (2021) suggested that zakat institutions increase digital zakat campaigns to increase
collection in the COVID-19 phase, which has been successfully done by the National Zakat
Agency of Indonesia (BAZNAS RI).

Similarly, online zakat payment is easier, faster and more reliable and can increase
zakat collection in the COVID-19 phase (Bin-Nashwan, 2021). However, zakat organisations
need to ensure that the zakat payment system is easy, as easy access is the most important
factor influencing the desire to pay zakat online. Zakat institutions also need to increase the
efficiency and effectiveness of payment systems, improve the quality of organisational and
technical infrastructure where it can contribute to increasing the collection of zakat funds
(Kasri et al., 2021).

Hudaefi et al (2021) analysed machine learning through RStudio, which produced 16
topics related to three main topics: education, charity, and health services. These topics can
help increase knowledge about the assistance of the National Agency of the Republic of
Indonesia (BAZNAS RI) during the outbreak of COVID-19, it can help readers understand the
administration of zakat during the outbreak from the website BAZNAS RI. This is supported in
the study of Umar et al (2021) that through a direct relationship between awareness and
knowledge of Islamic social, financial instruments such as zakat can potentially make a
positive contribution to increasing zakat collection during the COVID-19 pandemic. In
addition, the application of blockchain technology in zakat management can increase the
Muslim community's trust in zakat institutions. This is because the technology can efficiently
manage the collection and distribution of zakat collection services (Nor et al., 2021).

In terms of zakat distribution, many zakat institutions have opened the COVID-19
emergency fund for the affected groups. Among the affected groups are COVID-19 patients,
job loss individuals, small traders and hawkers as well as the existing asnaf group (Hambari et
al., 2020; Suhaimi, 2020; Asni, 2021). The distribution of zakat funds to those affected by
COVID-19 is in line with the maqasid al-Shariah (Kadir et al., 2020). Moreover, for the
effectiveness of zakat distribution is facing the challenges of the COVID-19 epidemic,
Ninglasari et al (2021) suggested that zakat institutions increase the use of digital zakat to
increase efficiency in the management of zakat collection and distribution. While Haider Syed
et al (2020) proposed a new model in zakat assistance by incorporating the concept of gard
hasan to help small traders affected by COVID-19.

Zakat Institutions in Penang

The history of Zakat Penang (ZP) began on 23 October 1993 when Y.B. Dato' Dr Haji Mohd
Shahar bin Sidek as the Penang State Financial Officer at that time had presented a paper on
the establishment of a company wholly owned by the Penang Islamic Religious Council
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(MAINPP) for zakat collection (Zakat Pulau Pinang, n.d.). As a result on 1 June 1994, the
establishment of Syarikat As-Sahabah Urus Zakat Sdn. Bhd. (ASUZ) which has been registered
as an amil company under MAINPP with an initial capital of RM1,019,658 and subject to the
Companies Act 1965 (Zakat Pulau Pinang, n.d.). Beginning 1 September 1994, ASUZ
commenced operations under the name of the Penang State Zakat Management Center (PUZ)
until on 26 April 2012, the PUZ name branding was replaced with the corporate name Zakat
Penang (ZP) (Zakat Pulau Pinang, n.d.). Collection and distribution matters were fully
managed by ZP in March 1999 when MAINPP gave full trust to ZP. This is because MAINPP
sees the potential of ZP to manage both matters based on the increased collection revenue
at the beginning of the establishment of ASUZ, with the total collection increased to RM9.36
million in 1998 compared to RM0.19 million in 1994 (Zakat Pulau Pinang, nd).

Management at ZP is headed by the Chief Executive Officer, assisted by two Deputy
Chief Executive Officers in the operations and administration divisions (Zakat Pulau Pinang,
n.d.). The operations division of ZP is headed by two General Managers from the collection
and distribution operations department (Zakat Pulau Pinang, n.d.). While the administration
division is assisted by two departments consisting of the General Manager of the finance and
management services department (Zakat Pulau Pinang, n.d.). The Collection and Distribution
Operations Department is supported by 12 divisions consisting of general dakwah, corporate
dakwah, counter services, employer services, fitrah and kafalah, prospect data and payer
services, asnaf welfare, asnaf housing, special projects, asnaf entrepreneurship, study
scholarships and institutions as well as education.

While the divisions of zakat accounts support the general manager in the Department
of Finance and Management Services, assets, corporate accounts, administration and human
resources, procurement, corporate communications and information technology (Zakat Pulau
Pinang, n.d.). The management and administration organisation at ZP is regulated and
controlled by a Board Member chaired by the Yang di-Pertua MAINPP and comprised of the
State Mufti, State Financial Officer, Director of Lands and Mines Penang and six other
members (Zakat Pulau Pinang, n.d.). ZP is monitored and audited by the hisbah and integrity
division to ensure transparency and integrity in management and administration, consisting
of four internal audit units, law, quality management and clerical (Zakat Pulau Pinang, n.d.).

There are two types of zakat collection managed by ZP, which consists of zakat fitrah
and zakat of property which includes zakat on income, savings, gold and silver, Employees
Provident Fund (EPF), business, crops and livestock, shares and gadha zakat (Zakat Pulau
Pinang, n.d.). ZP collection is collected through three collection methods including Sakinah
Scheme (monthly salary deduction), online payment and payment through counter services
at five branches (Bandar Perda, Butterworth, Kepala Batas, Georgetown, Nibong Tebal, Bayan
Baru, Balik Pulau and Ayer Itam) (Zakat Pulau Pinang, n.d.). While from the aspect of
distribution, ZP has 51 types of distribution based on five groups of asnaf, namely asnaf fakir
and miskin, muallaf, gharimin, ibnu sabil and fisabilillah (Zakat Pulau Pinang, n.d.). The 51
distributions consist of nine forms of distribution schemes, namely involving the Kafalah
Mahabbah ZP Scheme, Nur Ramadan Assistance, general assistance, home repair and building
assistance, initial assistance to higher education institutions, medical treatment assistance,
monthly financial assistance, lump-sum financial assistance and natural disaster assistance
(zakat Pulau Pinang, n.d.). ZP will be assisted by the Penang State Mufti Department if there
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are new issues related to zakat, such as offering zakat schemes in line with Shariah
requirements (Asni & Sulong, 2017; Asni & Sulong, 2019).

Methodology

This study uses a qualitative approach through secondary data collection methods obtained
from books, journals, proceedings, newspapers, official websites and related circulars. ZP was
selected as the study sample because zakat related matters are subject to the jurisdiction of
the state government and the uniqueness of ZP which operates as a private limited company
wholly owned by MAIPP which is subject to the Companies Act 1965. Further data analysis in
this study was done using the method content analysis to achieve the objectives of the study
which involves the process of identification, screening, interpretation and distribution of data
in the category of aspects of management of collection and distribution of zakat by zakat
institutions in Penang during the COVID-19 epidemic (Lebar, 2018; Asni, 2021). In addition,
the researchers will identify the economic impacts resulting from the implementation of
MCOs caused by the spread of the COVID-19.

Result & Discussion

The Impact of COVID-19 on the Economy

Among the actions taken by the Malaysian government when dealing with COVID-19 is to
implement the MCO. This approach reduces the impact of COVID-19 infectiousness among
Malaysians due to the limitations of permitted movements, whether involving the movement
of individuals or the economic and business sectors. However, this MCO approach has
affected the country's economic activities, as the MCO approach method has caused the
movement of individuals, economic sectors, and businesses to be restricted and consequently
caused people’s income and expenditure to be affected (Hasbullah, & Rahman, 2020).

Talha (2020) explained that among the groups affected by the implementation of MCO
are those consisting of employers, farmers, government and private employees, traders and
fishermen due to job loss and income factors, reduced daily sales, business premises had to
close and unable to operate and salary cuts (Hasbullah, & Rahman, 2020). This study has
identified three main effects of COVID-19 contagion impact the Malaysian economy in
general, namely impact on the financial burden, rising unemployment rate and economic
recession through contraction of Gross Domestic Product (GDP) (Hasbulah et al., 2021).
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Table 1: Financial Impact on MCOs by State (Department of Statistics Malaysia, 2020)

Johor 57.9 17.7 20.5 3.9
Kedah 61.1 16.5 19.5 .9

Kelantan 65.6 16.0 16.5 2.0

Melaka 57.4 17.6 20.7 43

Negeri Sembilan |- - N S~ I 5.0
Patany T 0000 30

Perak 62.1 15.2 18.2 4.4

Peris |~ N, T M 27 S 3 6

Pulau Pinang 76
Sabah 66.7 14.5 16.3 213

Sarawak 6.5

Selangor 47.3 16.0 29.3 7.4
Terengganu [ I TP A 3 8

WP Kuala Lumpur 42.0 16.7 30.4 10.9
16.4% ULAELULUN 594 148 225 KK

WP Putrajaya 75
24,8% 6.2% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
|

52.6%

very impressed ®  impressed ™ simple impressed less impressed

Table 1 shows the financial impact of MCO implementation by the state in Malaysia. It was
found that seven states in Malaysia have experienced financial impact and impact of more
than 60% due to the implementation of the MCO, which involves the states of Sabah,
Kelantan, Perlis, Perak, Terengganu, Pahang and Kedah. Three states recorded the highest
impact: Sabah at 66.7%, Kelantan at 65.6%, and Perlis at 64%. This situation clearly illustrates
that the entire state showed a strong impact due to the implementation of the MCO in terms
of financial impact with an average of 56.9 percent. The details of this data are summarised
by Talha (2020), who has explained that among the financially affected groups in the
employment and business sector are those belonging to the employer class, government and
private employees, traders, farmers and fishermen due to job losses resulting no source of
income, salary deductions, businesses had to close and demand decreased either from
wholesalers or traders. In addition, this financial burden also occurs when employees have
been ordered on unpaid leave or have their salary deducted by 20% to 50% during the period
the MCO is implemented.

Apart from the financial impact due to the implementation of MCO, the employment
sector in Malaysia is also affected by the closure of business operations which caused many
employment sectors had to be terminated on the basis that the business sector could not
cover the current operating expenses of the MCO, especially employee wage costs (Aziz,
2020). The business entity could not bear this employee expense cost burden during this
COVID-19 period due to a shortfall in the company's cash flow, which ultimately forced the
retrenchment action.

This situation is especially effective if the business belongs to the Small & Medium
Enterprise (SME) due to insufficient capital to cover the cash flow burden that has to be borne.
Although sectors are allowed to operate during the MCO period, it still affects the business
institutions because they have to follow strict SOPs, leading to additional costs to the
companies involved. This is exacerbated when the lack of customers in dealing with
transactions has left a significant impact on companies or business owners and travel
restrictions that have been imposed, resulting in unauthorised cross-state or district. As a
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result, businesses belonging to the tourism, food, transportation and other sectors are forced
to decide to cease operations and employees (Department of Statistics, 2020).

Table 2: Total Labor Force by Quarter (Department of Statistics, Malaysia, 2021)

2020 2021

LABOUR ST 2 ST3 ST4 ST1 ST2

Total Labor Force (‘000
people)
Working Population (‘000
people)
Unemployed (‘000 people) 791.80 745.00 760.70 771.80 764.90
Labor Force Participation
Rate (%)
Unemployment rate (%) 5.10 4.70 4.80 4.80 4.80
Table 2 shows the total labour in Malaysia by quarter for the period 2020 (quarters 2,
3 and 4) and 2021 (quarters 1 and 2). During 2020 and 2021, the 2nd quarter of 2020 showed
the highest unemployment rate at 5.10 per cent involving 791 thousand unemployed people.
This period is the first period of MCO implementation by the government, which began on 18
March 2020 (Bernama, 2020). Although this rate has declined by 0.4 per cent in the 3rd
quarter of 2020, it has increased again to 4.8 per cent in the 3rd and 1st and 2nd quarters of
2021. The total unemployment for the 2nd quarter of 2021 (April - June) is as many as 764
thousand people. This unemployment rate coincides with the projection made by the Central
Bank which organises the unemployment rate will increase to 4 per cent for 2020 and remain
until the 2nd quarter of 2021 compared to the trend before 2020, with Malaysia's
unemployment rate remaining at 3.3 per cent per annum (The Malaysia Reserve, 2020;
Farique, & Fauzi, 2021).

15675.50 | 15840.60 | 15922.30 | 16008.40 | 15972.20

14883.70 | 15095.60 | 15161.60 | 15236.50 | 15207.30

68.10 68.40 68.50 68.60 68.30

Meanwhile, the International Monetary Fund (IMF) (2020) has projected Malaysia's
unemployment rate in 2020 to reach 4.9 per cent. The sectors affected by this unemployment
include tourism, aviation, business, creative industries, housing, manufacturing, business,
human resources, private medicine, professional services, non-governmental organisations
(NGOs), agriculture and plantation (Aziz, 2020; Zainudin, 2020). This situation is exacerbated
when the IPSOS Report (2020), a research firm, has reported that the level of people's concern
about unemployment is at 40 per cent, which is the highest number compared to the previous
year.

The next effect is the economic recession, which stems from the contraction in the
business cycle resulting from declining economic activity in a country. This decline can be seen
through the GDP indicators through the resulting trends based on the type of economic sector
moving in the country. The characteristics of the country's economic recession can be
described through the contraction and decline projections on GDP growth (Asyraf & Aiman,
2021).
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Table 3: Malaysia's GDP: Quarter 2020 and 2021 (Department of Statistics, Malaysia, 2021)

GDP by Type of Economic 2020 2021
Activities at Constant 2015
Prices (YoY Growth, %) ST2 ST3 ST4 ST1 ST2

KDNK -17.20 | -2.70 -3.40 -0.50 16.10
Agriculture 0.90 -0.30 -1.00 0.20 -1.50
Mining 7 Quarrying -20.80 | -7.80 -10.40 -5.00 13.90
Manufacturing -18.30 | 3.30 3.00 6.60 26.60
Construction -44.50 | -12.40 | -13.90 | -10.40 | 40.30
Services -16.20 | -4.00 -4.80 -2.30 13.40

Table 3 shows Malaysia's GDP performance for 2020 and 2021. Overall, GDP performance in
each mid-quarter experienced a decline from the second quarter of 2020 to the first quarter
of 2021. During the second quarter of 2020, namely in April to June, the highest decline was
recorded at 17.2 per cent. This downward trend in GDP continued until the first quarter of
2021. Until the second quarter of 2021, the GDP trend looks positive again after there was
the easing of some economic sectors to continue operating. Among the largest sectors
contributing to this downward trend in GDP are mining, manufacturing and services.

In conclusion, the impact of the COVID-19 epidemic has led the government to
implement MCO to curb the spread of this epidemic and further affect the country's economic
activities such as financial burden, rising unemployment and economic recession through a
contraction in Gross Domestic Product (GDP). This economic impact will directly impact zakat
institutions in Malaysia, especially on changes in the collection and distribution management
landscape in the institution's efforts to balance the collection estimates and distribution
burdens that will be implemented.

Management of Zakat Collection and Distribution in ZZP

Details of the latest five-year statistics on the collection and distribution of ZP as in Tables 5
and 6 below:
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Table 5: Latest 5 Year Collection Statistics (2016-2021) in Zakat Penang (ZP) (Modified from

ZP website, 2022)

PROPERTY ZAKAT TOTAL ZAKAT | CHANGE g;‘g‘:
YEA ZAKAT FITRAH COLLECTION PAYER | IN ZAKAT ZAKAT
R COLLECTION COLLECTION (RM) (PERSO | COLLECTI PAYER
(RM) (RM) N) ON (%)
(%)
RM92,132,722 | RM4,648,735. | RM96,781,457
2016 00 00 00 68,257
RM96,639,399 | RM4,814,733. | RM101,454,13
2017 00 00 200 68,776 4.83 0.76
RM114,826,38 | RM4,907,823. | RM119,734,21
2018 9.91 00 591 65,709 18.02 -4.46
RM116,364,84 | RM5,066,361. | RM121,431,20
2019 021 00 191 67,149 1.42 2.19
RM125,297,03 | RM5,560,586. | RM130,857,62
2020 76 31 4.07 70,677 7.76 5.25
RM101,830,00 No
2021 No data No data 0.00 data -22.00
TOT | RM545,260,38 | RM24,998,23 | RM101,830,00 | 340,56
AL 8.38 8.81 0.00 8

Table 6: Latest 5 Year Distribution Statistics (2016-2021) in Zakat Penang (ZP) (Modified
from ZP website, 2022)

CUMULATED
roraLzakar | PISTRBUTO | “g\ce” | CHANGEIN | CHANGE
YEAR DIST?IL?VIU)TION RECIPIENTS éfg_;l'lléfj-r_:g\:\;) DISTRIBUTIO | RECIPIENT
(PERSONS) N (%) S (%)
(RM)
2016 RM100,982,507. 35,699 RM4,201,050.0
00 0
2017 RM99,7§2,721.0 42,391 RM1,6701,411.0 119 18.75
2018 RM101,010,171. 45,990 RM18,724,041. 123 34
00 91
2019 RM11261:582,232. 37,059 RM8,918,969.1 1135 19.42
2020 RM126,581,574. 41,690 RM4,276,049.8 1253 12,50
21 6
2021 RM10361:)80'000' No data RM1,650,000.0 -18.25
0
TOTA | RM644,319,205. RM27,769,421.
) e 202,829 92

The collection performance of ZP over the five years from 2016 to 2021 shows an increasing
trend from 2016 to 2020. However, the collection change has decreased in the current
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collection year as of November 2021 compared to the previous year in 2020 by a reduction
of 22 per cent. This situation is due to economic factors that cause economic agents such as
households and firms to be affected due to the implementation of MCO by the government
to curb the spread of the COVID-19.

However, in the year of the MCO period which is 2020, the change of zakat payers has
increased by 5.25 per cent compared to the year 2019 which is the year of the beginning of
the COVID-19 epidemic end of the year. While from the aspect of distribution, statistics in ZP
show an increasing trend throughout 2018 to 2020. This explains the total distribution and
number of zakat recipients during the outbreak of COVID-19, and the implementation period
of MCO in 2020 showed the highest increase compared to previous years with an increase in
the total distribution, and the number of recipients zakat distribution were 12.53 per cent
and 12.50 per cent respectively. Although in 2021, the change in distribution is declining, it
does not fully reflect a positive decline but is due to a decline in current collections in 2020
by comparison. This situation clearly shows that ZP in 2021 has experienced a deficit of
RM1.65 million due to the total distribution being larger than the total collection for the
current year 2021 as of November.

In conclusion, the COVID-19 period and the MCO implementation period starting at
the end of 2019 to 2021 illustrate ZP's current situation on the pattern of collection and
distribution of zakat during a pandemic. The ZP faces a situation where the total collection of
zakat showed a significant decrease in 2021 in addition to having to face an increase for zakat
recipients revealed in 2020. However, current statistics show that ZP is still in surplus when
the current balance of total collection and distribution amount during the five years shows a
balance of RM27,769,421.92.

Apart from that, during the COVID-19 period, ZP has also taken the initiative by
distributing zakat through the COVID-19 Special Assistance Scheme which involves the
distribution period from 22 March to 31 December 2020 with a total distribution of RM15.9
million. The distribution was utilised by 27,532 aid recipients affected by the implementation
of MCO Phase 1 and 2 (Zakat Pulau Pinang, n.d.). The assistance scheme involves ten types of
assistance consisting of Hari Raya consolation assistance of RMA4.1 million, monthly
subsistence assistance of RM2.6 million, small traders and hawkers RM2.6 million, Nur
Ramadan RM2.2 million, e-hailing/daily workers RM1.9 million, asnaf cut spending RM1.1
million, religious teachers and tahfiz RMO0.73 million, monthly food RMO0.33 million,
disarmament of mosques and musalles RM0.25 million and the Rohingya community
RM40,000 (Zakat Pulau Pinang, n.d.).

The total distribution allocation for the COVID-19 special assistance scheme involves
12.57 per cent of the total zakat distribution in 2020, with eight new types of assistance
introduced. The total distribution of this new type of assistance is worth RM11.05 million
introduced by the ZP which aims to address the impact of COVID-19 on the asnaf group in
Penang.
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Zakat Collection and Distribution Management Strategies in ZP During the COVID-19
Pandemic

During the COVID-19 pandemic, ZP has taken several initiatives that involve management in
terms of distribution and collection to meet and accommodate current needs. This is because
the current demands of the COVID-19 pandemic require ZP to act to manage the current
needs based on the impact of the COVID-19 pandemic on the economy and society of the
community, especially the asnaf. The distribution of zakat funds to those affected by COVID-
19 is in line with the demands of maqasid al-Shariah (Ishak & Asni, 2020; Asni et al., 2021;
Asni, 2020).

The collection management implemented by ZP during the COVID-19 pandemic
involved programs to raise awareness of zakat fulfillment among the community, such as
promoting and disseminating information on zakat obligations through the launch of Zakat
Penang Month which was held in three series throughout 2021 filled with 20 programs
(Othman, 2021; Rosli, 2021). In addition, ZP has also increased the new rate of gold wear or
the current rate of jewellery gold wear from 160 grams to 250 grams. Implement the payment
of zakat online through the medium of zakatpenang2u, which aims to facilitate zakat payers
to fulfil their zakat obligations (Adnan, 2021; Othman, 2021). The collection management
implemented shows ZP's initiative to increase zakat collection and, at the same time, want to
reduce the spread of COVID-19 among the community.

Meanwhile, in the management of zakat distribution, during the COVID-19 pandemic,
ZP distributed a total of RM15.9 million to 27,532 asnaf recipients affected by COVID-19,
which involved two phases of distribution (ZP, 2022). ZP has distributed 35 units of oxygen
assistance machines worth RM160,000 to two hospitals in Penang (Hospital Seberang Jaya
and Kepala Batas) to accommodate health facilities to combat the COVID-19 epidemic
(Othman, 2021; Yaacob, 2021). ZP also channelled distribution to heirs who died due to
COVID-19 with the assistance of RM450 per month, such as the case of the death of a mother
due to COVID-19, which left six children aged four to 18 years in Permatang Pauh (Alias, 2021;
Isa, 2021).

To meet the food supply needs of families affected by COVID-19, ZP has provided an
Emergency Food Assistance Scheme of 5,000 food baskets to asnaf and affected households
(Othman, 2021). ZP allocated RM6.5 million through two assistance schemes to help those
affected by MCO 3.0. RM1.5 million is provided for the Food Emergency Assistance Scheme
to those who have lost their food supply with a value of RM150 per set of food baskets with
an estimated 10,000 sets. ZP staff have handed over 300 to 400 sets of food baskets through
the response team formed by ZP aimed at a smooth and quick response.

Meanwhile, through the COVID-19 Phase 3 Special Assistance Scheme, an allocation
of RM5 million is provided with a one-off payment of RM500 to communities whose income
is affected, retrenched or given unpaid leave to eligible recipients such as taxi drivers, e-
hailing, vans and buses schools, night market traders and farmers markets, religious teachers
without employers and certified independent preachers along with the families of COVID-19
patients (Othman, 2021). In addition, to facilitate obtaining information related to the plight
of the asnaf, ZP has implemented the Zakat Penang Hotline during the first phase of the
National Rehabilitation Plan starting 1 July 2021 (Othman, 2021).
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Conclusion

During the COVID-19 outbreak period, ZP has taken several initiatives involving collection and
distribution strategies that have been compiled, planned and implemented to achieve the
objective of combating the COVID-19 outbreak and reducing the economic burden on the
dependents. This is evidenced by several measures and actions taken by ZP such as expanding
distribution and channelling distribution to the health sector in need.
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