POVERTY MEASUREMENT IN MALAYSIAN ZAKAT INSTITUTIONS: A
MULTIDIMENSIONAL PERSPECTIVE

4

T

RESEARCH MANAGEMENT INSTITUTE (RMI)
UNIVERSITI TEKNOLOGI MARA
40450 SHAH ALAM, SELANGOR
MALAYSIA

BY:

ARIFIN MD SALLEH
MOHD FAUZI MOHD HARUN
MOHAMED SALADIN ABDUL RASOOL

OCTOBER 2012



Contents

1.

o b w0

6.
7.

Letter of Report Submission............ ... il
Letter of Offer (Research Grant)................... iv
ACKNOWIEAGEmMENES ... o e v
Enhanced Research Title and Objectives ..., vi
R OI . e 1
5.1 Proposed Executive SUMMArY ... e 1
5.2  Enhanced Executive SUMMArY ...........ooooiiiiiiiii e 2
5.3 INtrodUCHION ... 3
54 Brief Literature ReVIEW ... 4
55  Methodology ... 7
56 Results and DISCUSSION ... 11
5.7 Conclusion and Recommendation.........................o.oiiiii 15
5.8  BIblOgrapny ..o 16
Research OUICOMES. ... o e 18
AAPPENAIX ..o 20



Surat Kemi : 800-RMVSSP/DANA 5/3/Dsp (38/2010) MARA
==

lmﬂMKlﬁlnhdedlph(lKAZ)

Universitl Teknologi MARA

40450 Shah Alam

Y. Bhg. Prof./Tuan/Puan
KELULUSAN PERMOHONAN DANA KECEMERLANGAN 10/2010

: . Poverty Measurement in Zakat Institutions: A Multidimensional
Tajuk Projek * Perspecive
Kod Projek - - : + ---B800-RMI/SSP/DANA 5/3/Dsp (38/2010) - -
Kategori Projek :  Kategorl G (2010)
Tempoh : . 01 November 2010 - 31 Okiober 2012 (24 bulan)
Jumieh Peruntukan : RM 5,000.00
Ketua Projek . Prof. Madya Dr Arifin Md Salieh

Dengan hormatnye perkara di atas adalsh dirujuk.

2 Sukecita dimakiumkan pihak Universiti telah meluiuskan cadangan penyelidikan
Y. Bhg Prof.Auan/puan untuk membiayal projek penyelidikan di bawah Dana Kecemeriangan UITM.

3. Bagl plhak Universiti kami mengucapkan tahniah kepeda Y. Bhg. Prof.Auan/puan kerana
kejayaan inl dan seterusnya diharapkan berjaya menylapkan projek inl dengan cemeriang.

A Peruntukan kewangan akan disalurkan melalui tige (3) peringkat berdasarkan kepade
lsporan kemajuan serta kewangan yang mencapal perbelanjaan leblh kurang 50% darl peruntukan

yang diterima.
Mm Pertama 20%
eringkst Kedua 40%
Peﬂmkat Ketiga : 40%
6. Untuk tujuan mengemaskinl, pihak Y. Bhg. Prof/tven/puan adalah diminta untuk

.melengkapkan semula kerlas cadangan penyelidikan sekiranya periu, mengisi borang setuju terima
projek penyelidikan dan menyusun perancangan semula bajet yang baru seperti yang diluluskan. Sila
That lampiran bagl tatacara tambahan untuk pengurusan projek.

Sekian, harap makium.

“SELAMAT MENJALANKAN PENYELIDIKAN DENGAN JAYANYA”

Penyelidikan (Sains dan Teknologi)

wiong Rallyfy nesler (Penyslidian) : 603 5544 2004/2098 | Rahagion Pemeriiven :603-5544 1423/2783 Peneleng Fantadblrmn ; 603-§544 2090
splan Perryelldihan : 60)-5544 20977208 1/ 2WN /5321 1462 Bubhopion Sohsngan ICY :003-5564 3097/2104/8821 1481 | Fax 803 5544 2096 /2767
oplan Perundingan : 60)-5544 2100/278) /2092 /2098 Bahaginn Salns | 603-5544 2098 /552% 1463 Unit Kewengan Zon 17 1603-5544 3404

Bptan inovasl : 603-5544 2750/274Y/20a8 Pajzhan Am s an3-3544 2355/2057 /5521 1636 ;803-5831 1388

NIt oGl Lntaute TR Uriversiti Tebknalegi 2ARA, ahan) Shal &lam, Lelangas, tlataysis
sl vt i uiteenseda.my .

S el




5.Report

5.1 Proposed Executive Summary
Commonly, zakat institutions use the monetary approach in measuring poverty
through the Poverty Line Income (PLI) and had al kifayah (necessities of a
household) methods. PLI is set by the Economic Planning Unit (EPU) of the Prime
Minister Department whereas each zakat institution determined their had al kifayah
respectively. Economists have argued that the current poverty measures using
monetary approach described is not able to reflect the multidimensional nature of
poverty which has developed due to the rapid economic development process and
changes in the economic structure (Nair, 2000). Unfortunately, there is no such effort
taken by zakat institutions to use this approach. Thus, there is a need to look at
poverty from the multi-dimensional outlook, taking into account non monetary and
Islamic indicators. Hence, poverty could be analyzed in a more comprehensive

dimension by the policy makers.

The objective of the research is to formulate an an Islamic Poverty Index (IPl) as an
alternative poverty measurement. The IPl which incorported monetary and non-
monetary indicators comprising of maqasid al-shariah (objective of he religion)
principles, namely religion, knowledge, physical —self, off-spring and welth that is
envisaged to reflect the multidimensional phenomenon of poverty in a holistic way.
The exploratory research would employ primary data through expert opinion and
survey using questionnaire to respondents among poverty group. The method of
expert opinion as thre is no previous validated used to formulate an IPl. The
conceptual framework of the research would be adopted from the works of Mohd
Fauzi Harun (2006), Islamic Relief (2008) and Rosbi and Sanep (2010). The
proposed I[Pl is expected to give an alternative of measuring poverty to zakat

institutions to identify a more holistic poverty group.



5.3 Introduction
Poverty is a situation exemplified by insufficent material resources. For many years
this situation is explained through the perspective of material shortcomings especially
from the perspective of income. However, poverty is no longer defined objectively but
it exists in a multidimensional nature (Narayanan et al. 2000 ; Laderchi, 2000). It is
not solely looked from the perspective of material resources but depends on how it is
perceived and how it is measured, meaning it depends on who defines it (Mohd
Fauzi Harun, 2007). The most common approach used by economists to explain
poverty is the monetary approach (Laderchi, 2000; Asselin and Dauphin 2001).
Specifically, poverty means a person unable to obtain a certain level of income to
attain economic wellbeing or in an aggregate term explained as lacking of economic
welfare (Ravallion, 1998). This approach is based on the utility theory which explains
an invidual would attain satisfaction from consumption of goods and services (Asselin
and Dauphin, 2001). Individually, the concept of wellbeing is widely used to explain
the level of satisfaction, while in the aggregate context, the concept of economic

welfare is used to explain the wellbeing of the society.

From the Islamic point of view, poverty is perceived almost similarly to the
conventional definitions. However, Islam includes human need from the sharia
perspective in explaining poverty. In explaining the concept of poverty from Islamic
perspective, Yusuf Qardawi (1980) cites that Imam Nawawi points out that Islam
outlines the self- sufficiency for an individual as the availability of basic food and
drinks, shelter and other basic needs as defined by the society in which he or she
belongs to. This broad definition gives room to scholars to examine and deliberate
various components of basic needs of an individual or household in defining the poor

in today’s socio-economic settings.
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