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Abstract

Zakat is not only a religious obligation which must be complied by all eligible Muslims but also
plays a very important role in Islamic fiscal system, specifically as a major source of income
and could be used as an instrument to finance certain programs in order to achieve social,
political and economic development among Muslim communities. However, the issue which
arises is that zakat collection including income zakat is still low which hinders the
effectiveness of zakat in playing a more significant role in the state of Kedah. Therefore, this
study examines determinants of compliance behavior of income zakat by adding Islamic
religiosity and moral obligation to the Theory of Planned Behavior (TPB) in order to gain more
understanding of determinants of employment income zakat. The sample size used in this
study is 372. This study uses PLS-SEM bootstrap and blindfolding technique in order to
examine the relationship, effect size and predictive relevance of the variables of the study.
This study proves that attitude, self-efficacy, moral obligation and religiosity have significant
relationships and positive influence on intention. However, it is revealed there is no significant
relationship between subjective norms, knowledge, perception towards promotional
exposure, perception towards law, perception towards service quality, and perception
towards equity in zakat distribution, tax rebate, and intention. Furthermore, the finding of
this study demonstrates that Islamic religiosity plays a significant role in moderating the
relationships between (i) moral obligation and intention and (ii) promotion and intention.
Moreover, this study verifies that intention not only has a significant relationship but also
significant and large effect size and large predictive relevance on compliance behavior. The
findings of this study have important implications not only for knowledge but also to zakat
institutions. The empirical evidence has important implications for theory as well as policy.
Using a new method, PLS-SEM, this study is able to provide empirical evidence which is in line
with findings of previous studies as well as new findings which expand the boundary of
knowledge in the area of compliance behavior of zakat. The important contribution of this
study is that the factors identified as significant determinants of compliance behavior of
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income zakat such as attitude, self-efficacy, moral obligation and Islamic religiosity could be
useful as a guide for relevant authorities and policy makers to formulate suitable strategies
to increase zakat collection in the future.
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Introduction

Zakat is one of the five pillars of Islam and is a form of ibadah that should be performed by
every individual Muslim.

Income zakat is a religious levy on personal income derived from sources or activities where
labors are involved which includes professional fees, labor compensation, salaries, wages,
bonuses, grants, gifts, dividend income and the like (Abu Bakar, Ibrahim, & Md Noh, 2014).
The National Fatwa Council agreed upon a consensus on the 22nd June 1997 that income
zakat is compulsory for every Muslim individual who has fulfilled the conditions of perfect
title, nisab and haw! (Abdul Aziz & Abdullah, 2013). However, zakat collection in Malaysia is
still low including income zakat. While most of the employees paid income tax which is a legal
obligation, they did not comply with zakat payment which is a religious obligation (Kamil,
2002; Zainol, Kamil, & Faridahwati, 2009). According to Raedah, Noormala, & Marziana
(2011), the total collection of zakat funds was still far behind as compared to the collection of
tax by the Inland Revenue Department.

Notwithstanding the fact that employment income zakat contributed the highest percentage
in the overall zakat collection in Malaysia (Wahid et al. 2006), zakat on employment income
was still an issue because of low collection amongst Muslims who were eligible to pay income
zakat even though a religious decree making it compulsory to pay zakat on employment
income has been long issued (Kamil, 2002).

For instance, Kedah, one of the states in Malaysia, gazetted the compulsory zakat
employment income on 19 April 1986 under section 38(2) of the Kedah Islamic Law of
Administration 1962 of the Government Bill No. 146 (Tarimin, 1995). Yet, Kamil (2002)
provided evidence that only 35 percent of Muslim public servants paid employment income
zakat in Kedah.

Zakat is a social security system as a result of its role in providing financial support and capital,
as well as the fight against usury system, promote employment and economic objectives and
social. Social and economic security through zakat system has led the country towards
economic balance and social justice aspect of spirituality and materialism. To ensure the goals
are achieved, various attempts have been made by Muslims since the days of the Prophet
Muhammad to further strengthen the management of zakat. The issue arises is the collection
of zakat is still low compared to the number of Muslim who are eligible to pay zakat keep
increasing from year to year (Kedah State Department of Zakat Annual Reports, various
years). This happens because of the lack of compliance of zakat. Uniformity of law and fatwa
on the obligation is not the only determinants of compliance behavior of zakat. As a matter
of fact, compliance behavior of zakat is related to the factors of faith, understanding, and
obedience to God's commands (Ahmad and Wahid, 2013). This research is intended to
contribute something indirectly for the increment of the collection of zakat. By identifying the
factors or determinants of paying zakat among zakat teachers, it might help the institution of
zakat to make some adjustment in their campaign for the zakat awareness. The main
objective of this study is to test the selected factors that may affect on zakat payers among
teachers in District of Kuala Muda Yan, Kedah towards the compliance behavior of zakat. In
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this study, it examines four interesting factors which are attitude, subjective norm, and
Islamic religiosity as the factors that may have encouraged positive effect towards the
compliance behavior of zakat.

Review of Previous Studies

Knowledge is important in that it could change attitude and perception (Fallan, 1999). There
are studies such as Fallan (1999), Kamil (2002), Zainol (2008), Mohd Rizal (2010), Loo et al.
(2010), McKerchar (2010) and Kamleitner, Korunka, & Kirchler (2012) which include
knowledge as one of the dimensions of perceived behavioral control.

Fallan (1999) revealed that tax knowledge changed students’ attitude and perception towards
fairness in tax distribution. The study demonstrated that improved knowledge about tax
increased students’ perception towards fairness in tax distribution which was likely to
increase their likelihood of paying tax. Mohd Rizal (2010) observed knowledge of individual
Malaysian taxpayers and evidenced that tax knowledge was a significant factor which
influenced tax compliance.

A similar finding was found by Kamleitner et al. (2012) who showed that lack of knowledge
among small business owners made them more likely not to comply with a tax obligation. It
implied that less knowledge was likely to lead to non-compliance of tax behavior among small
business owners. This finding was reinforced by Loo et al. (2010) who reviewed previous
studies on compliance behavior of Malaysian taxpayers. The study concluded that Malaysian
taxpayers had high ethics and that individuals’ tax knowledge was a key influence on their
compliance behavior.

It is further strengthened by Mohd Rizal (2010) who presented a complete overview of the
tax knowledge of individual Malaysian taxpayers. The finding of this study was similar to the
finding by Loo, Evans and McKerchar (2010) in that tax knowledge had a significant impact on
tax compliance even though the level of tax knowledge varied significantly among
respondents. This finding was reinforced by Mohd Rizal (2011) who attested that knowledge
about tax improved tax compliance in the tax self-assessment system. This was further
supported by Natrah (2014) who revealed that lack of tax knowledge was a significant factor
contributing to the noncompliance behavior of tax.

In the environment of compliance behavior of zakat, Kamil (2002) revealed that knowledge
about zakat was one of the significant variables influencing zakat payment among public
servants in Kedah. Thus, evidence was supported by Zulkifli & Sanep (2010) who attested that
knowledge about zakat significantly influenced zakat compliance. This was reinforced by
Zainol (2008) who found that knowledge, together with other variables such as spouse
referent group, attitude, intimate referent group, law enforcement, religiosity, law, service
quality, corporate credibility and self-efficacy, was a significant factor which related to zakat
compliance behavioral intention.

Self-efficacy

Self-efficacy can be defined as a person’s belief about his/her ability to perform a certain
behavior (Bandura, 1994). According to Bandura (1994), a person’s self-efficacy can be
developed through mastery experience, vicarious experiences provided by social models,
social persuasion and reduce a person’s stress reaction. Liu, Doucette, & Farris (2007)
attested that self-efficacy represented one of the dimensions of perceived behavioral control
in the Theory of Planned Behavior (TPB).
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There are numerous studies on self-efficacy such as Bandura (1994), Boyd & Vozikis (1994),
Wilson, Kickul, & Marlino (2007), Cherian & Jacob (2013), Ferla, Valcke, & Cai (2009), Davis-
Kean et al. (2008), Hayashi (2011), Lane (2004), Broadhead-fearn & White (2006), Zainol
(2008) and (Ram Al Jaffri, 2010).

Boyd & Vozikis (1994) showed that self-efficacy influenced the development of
entrepreneurial intention and behavior. Similarly, Wilson et al. (2007) evidenced that self-
efficacy in MBA students had an impact on their entrepreneurial intentions. This was held by
Cherian & Jacob (2013) who reviewed previous studies on self-efficacy and acknowledged
that previous studies verified that self-efficacy had an effect on motivation and performance
of employees as supported by Bandura (1994). Another empirical support was provided by
Cherian & Jacob (2013) who examined the relationship between self-efficacy, employee
motivation and work related performance of the employee. The study attested that self-
efficacy was positively correlated with work related performance. This was reinforced by Ferla
et al. (2009) who studied the relationship between academic self-efficacy and academic
achievement and found that academic self-efficacy was a good predictor of academic
achievement.

In a study on the relationship between self-efficacy and behavior across human development,
Davis-Kean et al. (2008) ascertained that self-efficacy had a stronger influence as human ages.
In a different setting, Hayashi (2011) verified that self-efficacy played a significant role in the
academic performance of Mexican-American students studying at various community
colleges. The study showed that low self-efficacy among the Mexican-American students
contributed to their low academic achievements. Likewise, Lane (2004) attested that self-
efficacy of Research Method students had an influence on the ability to understand concepts
related to Research Method and use research skills.

This is reinforced by Broadhead-fearn & White (2006) who tested Ajzen’s Theory of Planned
Behavior (TPB), by comparing the constructs of self-efficacy with perceived behavioral control
(PBC), in predicting people’s rule-following behavior during shelter stays. The study proved
that self-efficacy was a strong predictor of intentions and was the only significant predictor
of rule-following behavior.

In the context of zakat compliance behavior, Zainol (2008) demonstrated that self-efficacy
was one of the significant factors which related to zakat compliance behavioral intention. This
is sustained by Ram Al Jaffri (2010) who substantiated that self-efficacy, together with other
variables such as tax rebate, zakat payment facility and perception towards zakat amil had a
significant positive relationship with intention.

There are voluminous studies that have examined the impact of religiosity in many areas
including tax compliance. Such studies include Kamil (2002), Mohd Ali, Mohd Nor
Hairunnizam & Nor Ghani, 2004), Torgler (2006), Zainol (2008), Hairunnizam (2012), Kamil et
al. (2012), Nur Barizah & Hafiz Majdi (2010), Mohd Rizal, Mohd Akir, & Wan Fadillah (2013),
Ram Al Jaffri (2010), Mohd Rahim et al. (2011), Kamil et al. (2012), Kamil, Zainol and Ram
(2011), Pope & Mohdali (2010b) and Mohdali & Pope (2014).

Mohd Rahim et al. (2011) proposed a conceptual framework of tax compliance based on
economic approach and proposed religiosity to be included in the framework. The empirical
studies have shown that the religiosity has an important impact on the lives of the zakat
payers as well as its recipients (Mohd Ali, Mohd Nor Hairunnizam & Nor Ghani, 2004;
Hairunnizam, 2012). Kamil et al. (2012) found that religiosity played a significant role in
influencing income zakat compliance. This finding was supported by Nur Barizah & Hafiz Majdi
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(2010) who examined motivations for paying income zakat in Malaysia and found that
religiosity was a significant factor that motivated zakat compliance.

This finding is also supported by Raihana (2012) who examined the influence of religious
values and taxpayers’ perceptions towards the government on voluntary tax compliance using
guestionnaire. The study found that religiosity had a positive influence on taxpayers’
willingness to comply with tax laws in Malaysia. Similarly, Mohdali & Pope (2014) verified
that religiosity had a minimal but statistically significant positive impact on voluntary tax
compliance. Likewise, the evidence was reinforced by Torgler (2006) and Pope & Mohdali
(2010b) who demonstrated that religiosity improved intrinsic motivation to pay tax as well as
tax compliance.

Further support of these findings was provided by Mohd Rizal, Mohd Akir, & Wan Fadillah
(2013) who studied whether religiosity played a significant role in the relationship between
tax education and tax knowledge towards tax compliance. The study evidenced that religious
values played a very important role to make the taxpayers liable for tax compliance. Similarly,
Torgler (2003) examined whether religiosity was a significant factor which affected tax morale
and discovered that there was a strong correlation between religiosity and tax morale which
suggested that religiosity increased intrinsic motivation to pay tax.

There have been limited studies which have examined the influence of religiosity on zakat
compliance. Kamil (2002) found that religiosity had a negative influence on zakat payment
among the public servants in the state of Kedah. This finding was contradicted by Mohd Ali
et al. (2004) who revealed that religiosity positively influenced compliance behavior of income
zakat.

This evidence is reinforced by Zainol (2008) who found that religiosity was one of the
significant factors which relate positively to zakat compliance behavioral intention. Further
support was provided by Kamil et al. (2012) who verified that religiosity played an important
role in zakat compliance behavior. On the other hand, Ram Al Jaffri (2010) discovered that
moderating variable religiosity significantly influenced the relationship between subjective
norm and intention.

Theoretical Framework of the Study

Knowledge

Islamic Religiosity Intention

|
l

Self-Efficacy
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Findings of the Study
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Intention 0.766 0.942
Islamic Religiosity 0.500 0.932
Knowledge 0.534 0.849
Self-Efficacy 0.521 0.839
Path Coefficient T Statistics P Values
Islamic Religiosity -> Intention 0.445 10.442 0.000
Knowledge -> Intention 0.093 2.457 0.007
Self-Efficacy -> Intention 0.326 8.031 0.000

Islamic religiosity is also attested to have a positive and significant relationship with intention
because the coefficient, t-statistics and p-value are 0.301, 6.99 and 0.00, respectively.

The knowledge construct is found to comprise five items. Yet, knowledge is not significantly
related to the intention to pay employment income zakat. This finding is in line with Kamil
(2002) who demonstrated that knowledge about zakat was one of the significant variables
influencing zakat payment among public servants in Kedah. This is supported by Zainol (2008)
who substantiated that knowledge, together with other variables such as spouse referent
group, attitude, intimate referent group, law enforcement, religiosity, law, service quality,
corporate credibility and self-efficacy was not a significant factor which related to zakat
compliance behavioral intention.

However, the finding disputes studies on compliance behavior of tax such as Fallan (1999),
Mohd Rizal (2010), Loo, Evans and McKerchar (2010), Kamleitner et al. (2012) and McKerchar
(2010) who revealed that tax knowledge was a significant factor which influenced intention
and tax compliance.
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The assessment of structural model attests that self-efficacy has a significant and positive
relationship with intention. Furthermore, it is established that self-efficacy has a significant
albeit small effect size and significant predictive relevance.

This finding is consistent with findings of previous studies on self-efficacy such as Bandura
(1994), Boyd & Vozikis (1994), Wilson, Kickul, & Marlino (2007), Cherian & Jacob (2013), Ferla,
Valcke, & Cai (2009), Davis-Kean et al. (2008), Hayashi (2011), Lane (2004), Broadhead-fearn
& White (2006), Zainol (2008) and (Ram Al Jaffri, 2010).

Boyd & Vozikis (1994) attested that self-efficacy influenced the development of
entrepreneurial intention and behavior. This evidence was supported by Wilson et al. (2007)
who substantiated that self-efficacy had an impact on entrepreneurial intentions. Likewise,
Cherian & Jacob (2013) reviewed previous studies and discovered that self-efficacy had an
effect on motivation and performance of employees as suggested by Bandura (1994). This is
reinforced by Ferla et al. (2009) who evidenced that academic self-efficacy was a good
predictor of academic achievement.

Similarly, self-efficacy was attested to have a stronger influence as human ages (Davis-Kean
et al., 2008). This is maintained by Hayashi (2011) who revealed that self-efficacy played a
significant role in academic performance. The study verified that low self-efficacy among the
Mexican-American students contributed to their low academic achievements. Likewise, Lane
(2004) discovered that self-efficacy had an influence on the ability to understand concepts
related to research. This is reinforced by Broadhead-fearn & White (2006) who verified that
self-efficacy was a strong predictor of intentions and was the only significant predictor of rule-
following behavior.

In the environment of zakat compliance behavior, Zainol (2008) ascertained that self-efficacy
was one of the significant factors which relate to zakat compliance behavioral intention. This
is maintained by Ram Al Jaffri (2010) who revealed that self-efficacy had a significant positive
relationship with intention.

In short, self-efficacy which is defined by Bandura (1994) as a person’s belief about his/her
ability to perform a certain behavior is verified by this study to have a significant influence on
intention even in the setting of employment income zakat. It indicates that public school
teachers who have high self-efficacy are more likely to have strong intention to comply with
employment income zakat payment as postulated by hypothesis Hzp which upholds that self-
efficacy has a positive significant influence on the intention to pay income zakat.

Conclusions

The objective of this study is to examine the influence of knowledge, Islamic religiosity and
self-efficacy on the intention to pay income zakat among public educators in Kedah, Malaysia.
This study finds that knowledge, self-efficacy and Islamic religiosity have significant
relationships and positive influence on intention. The findings of this study have important
implications not only for knowledge but also to zakat institutions. The findings of this study
have important implications for theory as well as policy. Using a new method, PLS-SEM, this
study is able to provide empirical evidence which is in line with findings of previous studies as
well as new findings which expand the boundary of knowledge in the area of compliance
behavior of zakat. The important contribution of this study is that the factors identified as
significant determinants of compliance behavior of income zakat such as knowledge, self-
efficacy and Islamic religiosity could be useful as a guide for relevant authorities and policy
makers to formulate suitable strategies to increase zakat revenue in the future. The
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information that this study provides can prove to be a useful tool in planning, strategizing and
implementing measures, strategies and policies suitable to be used for the purpose of
improving employment income zakat collection in the state of Kedah as well as Malaysia at
large in the future.
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