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Abstract. This study aims to examine and prove the influence of income
levels, zakat literacy, and educational background on compliance with Zakat
payments at the National Zakat Agency of Yogyakarta (BAZNAS DIY).
This study uses a quantitative employing inferential statistical analysis
(correlation). The collected data was processed with inferential Statistical
analysis (correlation), the analyzed data obtained with Structural Equation
Modeling (SEM) and Partial Least Square (PLS) through the SMART-PLS
version 4.0 software. Data was collected through questionnaires with
predetermined respondent criteria. The number of samples successfully
obtained and processed was 250 respondents. The findings reveal that
income level, zakat literacy, and educational background all have a
significant and positive effect on muzakki compliance in paying zakat
through BAZNAS DIY. Therefore, BAZNAS DIY and related institutions
can enhance education programs and zakat literacy campaigns to increase
public awareness and understanding of Zakat’s importance and paying
zakat. Furthermore, BAZNAS DIY can consider more effective strategies to
target high-income groups and increase the number of muzakki.
Additionally, good education can increase awareness and complianceavith
zakat obligations. Thus, zakat institutions should collaborate with
educational institutions to include zakat material in the education
curriculum.

1 Introduction

The duty related to Zakat is emphasized 82 times in the Holy Qur'an, and each instance is
coupled with the command to pray. This underscores the significant position of Zakat in
Islam, where prayer nurtures a relationship with Allah, and Zakat fosters relationships among
people [1]. To optimize zakat management, the government established Law No. 23 of 2011,
which regulates zakat, infaq, and shadagah, as well as the Zakat Management Organization
(OPZ) authorized to operate in the country.

In Indonesia, these organizations include the National Zakat Amil Institution under
community coordination (LAZNAS) and the government-owned National Zakat Amil
Agency (BAZNAS). The law outlines zakat agency practices, from planning and
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classification to implementation and monitoring of fundraising and distribution. The
objectives of thisgovernance are twofold namely increasing the usefulness and effectiveness
of zakat institution services and to utilize zakat as a tool for poverty alleviation and improving
community welfare.

Given Indonesia's majority Muslim population, the potential for zakat collection is
substantial, offering a significant opportunity for amil zakat organizations compared to
countries with Muslim minorities. The potential zakat amount in Indonesia has increased
markedly over the years, reaching IDR 217 trillion in 2018 [2]. In Yogyakarta, as of June
2021, Muslims accounted for 92.87% of the population, or approximately 3.41 million people
[3]. The source of the zakat collection in Yogyakarta is estimated at IDR 22 trillion as of
March 28, 2023, including trade, income, agriculture, and zakat fitrah [4].

Income level, defined as the standard of living one can afford based on salary or other
income sources [5], affects zakat compliance. Research by [6] in Bireuen Regency found that
income levels significantly impact muzakki compliance in paying zakat, [7] also found that
higher income levels increase Muzakki's willingness to pay zakat.

Zakat literacy refers to the extent of muzakki's knowledge and application of zakat. Zakat
literacy is essential in zakat management, significantly impacting individuals’ decisions to
pay zakat to official institutions [8]. It involves and compasses the ability to read, understand,
access, and calculate zakat-related information, enhancing knowledge and behavior toward
zakat payment [9-10]. An Islamic educational background can foster compliance, as it is
assumed to impart knowledge of zakat laws and instill a fear of neglecting this obligation. As
individuals with higher Islamic education levels are more inclined to complete their zakat
payments, collaboration through educational institutions to include zakat education in
curriculums is essential [11]. Studies confirm that higher educational backgrounds correlate
with greater zakat awareness and compliance [12]; [13].

Compliance, defined as the adherence to paying property zakat to amil zakat institutions
[14], involves fulfilling this obligation according to Islamic law. Factors influencing
compliance include income level, zakat literacy, and educational background. Previous
studies show inconsistent results, necessitating further research to identify contributing
factors. This research aims to investigate the impact of income levels, zakat literacy, and
educational background on the compliance of muzakki in making zakat payments through the
BAZNAS of Yogyakarta Special Region.

2 Literature review

The practice of zakat is an obligation in Islam and essential in promoting social welfare and
economic equality. Compliance with zakat payment is influenced by various factors,
including income level, educational background, and zakat literacy. This literature review
explores these factors in the context of BAZNAS Yogyakarta, Indonesia, aiming to
understand their impact on muzakki (zakat payers) compliance. Income level is a significant
determinant of zakat compliance. Higher income typically correlates with higher zakat
contributions, as Zakat is a percentage of wealth. Studies have shown that income positively
impacts the willingness and ability to pay Zakat. Saad et al.found that higher-income
individuals will have a better half in paying zakat. Sawmar [15] highlighted that income
stability and financial capability directly influence zakat payment compliance

Kaoula, [16] found that religiosity, income level and literacy collectively have a
significant positive influence on zakat payment awareness, by a significance level of less
than 5%. While religiosity greatly influences zakat awareness, the t-test results provide only
partial support for this. Literacy and income levels significantly and positively affect zakat
awareness.

[17] discovered that the overall intention to pay zakat is very high, indicating that



SHS Web of Conferences 201, 04002 (2024) https://doi.org/10.1051/shsconf/202420104002
ICDSA 2024

intention can strongly influence muzakki's actions to fulfill their Zakat obligations. The three
main factors that most significantly influence the intention to completeZakat are literacy,
motivation, also compliance. Moreover, another four factors are the rulesfor paying zakat,
membership in a zakat institution, public trust, and relevant payment methods can have
a lesser impact on the decision for paying zakat, suggesting these factors influence intention
at a high level but are lower in priority compared to other factors.

[18] identified that compliance in paying Zakat is positively and significantly influenced
by knowledge, while tax credit does not mediate the relationship between knowledge and
compliance. [19] noted that public trust in BAZNAS Palembang City and community income
levels increase annually, and muzakki interest in channeling Zakat through BAZNAS
Palembang City also grows each year. In Palembang City, Muslim’s interest in channeling
zakat through National Zakat Boad is positively influenced by income and religiosity levels.

Beik,[20]] found that income level does not affect muzakki interest in issuing zakat,
whereas education and religiosity levels significantly influence the interest in issuing zakat
at the Solo zakat institution. Further, concluded that income level and trust have a dominant
impact on muzakki occupy to pay Zakat through BAZNAS, while zakat literacy does not
affect this interest.

[21] confirmed that zakat literacy positively and significantly affects the amount of zakat
revenue in recipient organizations. However, zakat literacy does not affect muzakki intention
for paying Zakat, and the intention does not influence zakat collection realization or moderate
the relationship between zakat literacy and zakat collection realization. [22] identified that
religiosity and gender influence the decision to pay Zakat, with education level having little
effect.

[23] confirmed that each independent variable could partially affect muzakki decisions to
pay Zakat. Income level, zakat literacy, and altruism simultaneously significantly impact
muzakki decisions to pay professional Zakat in Zakat organizations. Additionally, the
transparency variable moderates all independent variables. identified that Zakat literacy and
religiosity affect compliance with agricultural Zakat. Their third hypothesis indicates that
religiosity and zakat literacy together have a high impac to the muzakki awareness to pay
zakat of agricultural. Other factors assumed to affect compliance in paying agricultural Zakat
include income, socialization, and education.

3 Research methodology

The research employed quantitative methods to test hypotheses regarding income levels,
educational background, and zakat literacy of zakat payer compliance in paying zakat through
the National Zakat Agency of Yogyakarta. Result of the assessment, the instrument used 4
Likert scales with the criteria as explained: (1-Strongly Disagree), (2-Disagree), (3-Agree),
and (4- Strongly Agree).

This research population comprised of zakat payer who paid zakat at the BAZNAS of the
Special Region of Yogyakarta. This population was chosen based on information from
BAZNAS media regarding the studied phenomenon. The sample, a small representative
portion of the population, was selected using Probability Sampling or Random Sampling
techniques. Random sampling methods included the lottery method, ordinal method, and
randomization method. Questionnaires and surveys are used to gather data, which is then
analyzed using SmartPLS 4.0.

The research hypotheses are stated as follows:
1. H1: Income levels a beneficial and large impact on muzakki compliance while paying

Zakat at the National Zakat Agency of Yogyakarta.

2. H2: Zakat literacy improves muzakki compliance in paying zakat through BAZNASDIY.
3. H3: Educational has a beneficial and large impact on muzakki compliance while paying
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Zakat through National Zakat Agency of Yogyakarta.

Results and discussion

The Measurement Model (Outer Model) is used to evaluate the validity and reliability of
research instruments. Validity is tested using two methods: Convergent Validity and
Discriminant. In contrast, Cronbach’s Alpha and Composite Reliability scores are used to
assess validity.

4.1 Validity test

)

2)

The measurement model’s convergent validity is determined by the correlation between
the scores of individual indicator items and the total score of the variable beingmeasured.
In this study, there are 4 (four) variables using 42 indicator items, namely 5 indicators of
income level, 24 indicators for zakat literacy, 6 indicators for educational background,
and 7 indicators of compliance. If the total Average Variance Extracted (AVE) value is
more than 0.5, it can be categorized as convergently valid.

Discriminant Validity, or the cross-loading value of this factor, may be used to compare
the loading value of each indicator, which should be greater for its target build than for
any construct. This ensures that the construct has sufficient discriminant validity,meaning
itis distinct from other construct. The value of each construct must be more than 0.7. Each
construct has a cross-loading value that exceeds 0.7. This demonstrated that the
manifest variables in this study have established the validity of each item and
accuratelyexplain the latent variables.

4.2 Reliability test

Table 1. Shows cronbach's alpha value and composite reliability

Construct Cronbach's alpha | Composite reliability
Income Level (X1) 0.822 0.876
Zakat Literacy (X2) 0.938 0.947
Educational Background (X3) 0.863 0.851
Compliance (Y) 0.899 0.925

Source: Primary data analysed (2024).

Based on Table 1 shows the Cronbach's alpha and composite reliability values for each
construct are more than 0.7 (>0.7). Therefore, the constructs in this study can be considered
both valid and reliable, allowing the structural model test to proceed.

Table 2. Model fit test results

https://doi.org/10.1051/shsconf/202420104002

Item Saturated model Estimated model
SRMR 0.089 0.089
d ULS 2.355 2.355
dG 1.17 1.17
Chi-square 591.764 591.764
NFI 0.681 0.681

Source: Primary data analysed (2024).
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From Table 2, the SRMR value is 0.089, indicating that the model is considered adequate
and meets the criteria for model fit. Additionally, the NFI value is 0.681, which is close to 1,
meaning that the model has a relatively good fit.

This study employs Structural Model Evaluation, often known as the inner model, to
assess the relationship between variables using the underlying theoretical framework. The
main objective of this process is to categorize data according to variables and respondent
types,organize it tables, present the data for each variable, and ultimately test the research

hypotheses.
Table 3. Model fit test results
Construct R-Square (R?) R-Square adjusted
Compliance 0.53 0.516

Source: Primary data analysed (2024).

Based on Table 3 shows the model's explanatory capability can be described as moderate,
as evidenced by the R-Square value of 0.53 shown in Table 3. This means that the three
exogenous variables (income level, zakat literacy, and educational background) are able to
influence the endogenous variable (compliance) by 53%. Factors not examined in this research
accountfor the other 47% of the variation in Zakat payment compliance.

4.3 Hypothesis testing

Hypothesis testing is conducted to assess the impact of each exogenous variable on the
endogenous variables. This process helps determine whether hypotheses one, two, and three
have a substantial beneficial influence or not. Using the bootstrapping method, a significant
effect is observed when the t-statistic value surpasses 1.96. Moreover, P-valuethat must be
achieved is> 0.05 to see the significance level of a result. Then, by lookingat the original
sample (O) value, we can identify whether the effect is positive or negative.

Table 4. Path coefficients

Original T statistics
Construct sample (0) | ((O/STDEV)) P values
Income Level (X1) -> Compliance (Y) 0.363 3.787 0.000
Zakat Literacy (X2) -> Compliance (Y) 0.255 2.586 0.005
Educational Ba_ckground (X3) -> 0.329 3.549 0.000
Compliance (Y)

Source: Primary data analysed (2024).

4.3.1 Income levels affect muzakki’s compliance with zakat duties

From Table 4, the exogenous variable of income level is slown to have a significant impact
on muzakkicompliance, with an original sample (O) value of 0.363. The t-statistic is 3.787,
which exceeds the crucial value of 1.96 at a 5% sugnificance level, and the p-value is 0.002,
well below the threshold of 0.05. Based on these findings, we can infer that income levelhas
a favourable and significant relationship on muzakki compliance in paying Zakat to BAZNAS
DIY. These findings are comparable with prior study in Bireuen Regency, which found that
income level significantly affects muzakki compliance in paying Zakat. Similarly, observed
that muzakki’s motivation in paying Zakat is influenced by income level. In essence, higher
income levels tend to increase muzakki’s willingness to comply with Zakat payment. This is
further supported by [24], who found thatcompliance with paying Zakat through official
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institutions, such as LAZNAS andBAZNAS, is influenced by the income level of muzakki.

4.3.2 The impact of Zakat literacy on muzakki compliance in fulfilling their Zakat
payments

The exogenous variable of zakat literacy is shown to significantly influence muzakki
complience, with a t-statistic of 2.586 (higher than the crutial threshold of 1.96), a p- value
of 0.005 (less than 0.05), and an original sample (O) value of 0.255. These result confirm
that zakat knowledge has a favourable influence on muzakki compliance to pay zakat at
National Zakat Agency of Yogyakarta. The findings is supported with previousstudy study
which demonstrated that zakat literacy significantly and positively affects compliance with
agricultural zakat. Additionally [25], found that zakat literacy plays a crucial role in increasing
the willingness of zakatpayer to pay zakat, further supporting the positive relasionship
between zakat literacy and compliance.

4.3.3 The influence of educational background on muzakki compliance in making
Zakat payments

The construct of educational background shows a significant infuence on muzakki
compliance, with a t-statistic of 3.549 (higher than the threshold of 1.96), a p-value of 0.000
(less than 0.05), and an original sample (O) value of 0.329. These findings confirmthat
educational background has a good and significant influence on muzakki compliancein paying
Zakat through BAZNAS DIY. This finding is consistent with research by [26], which
demonstrated positively that educational background influences the interest of muzakki in
paying Zakat. Additionally [27], also found that a strengthened educational background
positively and significantly impact the payment of professional zakat, further supporting this
study’s conclusion.

5 Conclusion

Income level has a favourable and subtantial impact on zakat payer compliance to pay Zakat
to the National Zakat Boad of Yogyakarta Special Region (BAZNAS DIY). This indicates
that the zakat payer is more likely to decide to pay Zakat through BAZNAS DIY when their
income level is high. Therefore, income level is one of the important factors that need to be
considered by zakat institutions, as paying Zakat is directly related to income.

Zakat literacy has a favourable and considerable impact on zakat payer compliance with
payment at (BAZNAS DIY). A higher knowlegde of zakat literacy increases the likelihood
of compliance, indicating that zakat payer with more knowledge about zakat are more
inclined to make Zakat payment. However, the community’s general low level of Zakat
literacy is a barrier to greater public participation in zakat payment.

Educational background similarly shows a good and considerable impact on zakat payer
compliance at (BAZNAS DIY). The better of the educational background of zakat payer
(muzakki), the more likely they are to comply with zakat payment through official like
BAZNAS DIY.

These finding highlight that income level, zakat literacy, and educational background are
all significant factors in muzakki compliance with zakat obligations. Moreover, provide vital
insights for zakat managements and policymakers in developing strategies to increase zakat
collection and improving compliance rates.
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