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Abstract: This study aims to identify the level of objective well being of the productive
zakat recipients in Baitul Mal Aceh Indonesia. The study was a descriptive quantitative
that using average score to measure the level of objective well being. A total of 498
productive zakat recipients were involved in this study. The findings show that the level
of objective well being of the productive zakat recipient is still moderate. Even for age
groups 64 and above, the barber, and low educated respondents are still at low level of
objective well being. Therefore, Baitul Mal Aceh needs to increase the amount of micro
loans together with provide business expertise and management courses to enhance the
bright future objective well being of productive zakat recipients.
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1. Introduction

The number of poor people in Indonesia increased from 27.76 million to 277.77 million.
In the meantime, Aceh is the one of Province in Sumatera Indonesia which has the largest
poverty index (BPS Indonesia, 2017). Before the earthquake and tsunami hit Aceh in 2004, the
economic stages in Aceh were lower than in other parts of Indonesia due to war. (Cavallo and
Noy, 2009) also point out that natural disasters and wars have a negative effect on the well-
being of a nation's economy. Although Aceh has now received substantial financial
allocations, the Aceh Government has yet to demonstrate its ability to solve poverty problems.
Many government programs have not been able to address poverty and well being issues in
Aceh (Wahyudi, Hamzah and Syahnur, 2014)(Rudi Wahyudi, Abubakar Hamzah, & Sofyan
Syahnur, 2014). Whereas, (Kataria, 2011) believed that poverty is the root of many social
problems around the world. Hence, poverty in Aceh requires a more appropriate way of
addressing its problems. (Ganguly, 2018), (Nagayya and Rao, 2017) and (Sani et al., 2017)
believe that microfinance is effective in reducing poverty.

Unfortunately, most conventional microfinance still practices usury which is certainly
not appropriate to practice in the Muslim community of (Hassan, 2010). In fact, Islam has
tools that can be used to address poverty. (Kadri, Ahmad and Mohd Noor, 2012) states zakat is
an Islamic fiscal policy tool that serves as a catalyst for economic development towards a
high-income nation. In relation to microfinance, Baitul Mal Aceh has distributed productive
zakat to micro entrepreneurs who have small businesses since 2006 (Riyaldi, 2015).
According to (Abdullah, 2018) productive zakat is the property of zakat used to supporting
business capital of the zakat recipients. While (Wahyuni, 2017) argued that productive zakat is
a zakat fund that distributed to zakat recipients in an efficient and effective way with a
versatile and productive system, in accordance with the message of shari'ah.
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Previously, (Armiadi, 2008) explains that the distribution of productive zakat aims to
improve the economic well-being of the recipient. The majority of zakat productive recipients
have successfully repaid their loan to Baitul Mal Aceh (Nurlaila and Hasnita, 2013). The
question is, is it true that productive zakat has been proven to increase the objective well being
of the recipients or the borrowers are simply able to repay their loan? Unfortunately, there are
not many reports that explain the current state of the objective wellbeing of productive zakat
recipients. Therefore, the purpose of this study is to analyze the level of overall objective well-
being and to look at the level of objective well-being based on the demographic of the
productive zakat recipient. The findings of this study are expected to be useful inputs to be
used as a policy basis in improving the objective well being of the recipients of zakat and the
people of Aceh.

2. Literature Review

(Dodge et al., 2012) states that well being is a new built concept. The effort to construct
an acceptable well-being concept to the public is still difficult to do. (Frajman Ivkovi¢, Ham
and Mijoc¢, 2014) provide an understanding of objective well-being as an achievement of
sustainable economic development and reflecting in the state of material life. According to
(Argyle, 2013), objective well being is a measurable and important variable for a good life.
(Hayo and Seifert, 2003) also stated that objective well-being refers to something of a material
nature.

Furthermore, experts also demonstrated the diversity of objective well being
measurements(Estes and Sirgy, 2017) state that financial, occupation, education, health,
leisure, sports, and recreation often get the attention of researchers. Meanwhile, (White, 2008)
told the objective well-being could be measured by some of economic variables, nutrition, and
health status. Furthermore, these indicators can also be transformed by measuring the
perception or individual satisfaction level of each of these objective welfare indicators. But it
cannot be denied that physical, material and life-standard necessities are basic in measuring
prosperity. (Howell and Howell, 2008) explain that well being according to the theory of
economic satisfaction can be achieved if an individual has income, wealth or savings, so he or
she has the ability to buy that can make the increasing of consumption.

(Ru and Lu, 2002) stated that the Chinese government had made basic food, clothing,
housing, health and education costs as an indicator of the standard need to be given attention
in maintaining the well being of its people. (Wu, 2013) also explains food, water, shelter,
sufficient income and household assets is a basic human need that needs to be met for decent
living. Meanwhile, (Streeten, 1979; Sugiharto, 2007; Mohd Shaladdin, Wan Abdul Aziz and
Nik Wan, 2009), measure objective well being by looking at income, consumption, savings,
the health of family members, the convenience of getting health services, the cost of a child's
education per month, the value of the vehicle, the free time, and the frequency of recreation
per month.

3. Methodology

Cross sectional study conducted in Aceh Province, Indonesia. Location selection is done
by purposively. Aceh was chosen as the location of the study because it is the only Province in
Indonesia running Islamic Sharia. Thus, Aceh has adopted more Islamic perspective
development instruments such as productive zakat. After the 2004 Tsunami, Aceh received a
large proportion of development funds but still had higher rates of poverty than other
provinces in Sumatera. Productive zakat is chosen as an Islamic development instrument that



is believed to potentially address the poverty problem in the area of which majority is Muslim.
This study uses primary data obtained by questionnaire form. The study involved 498
beneficiaries of productive zakat in Aceh receiving loans from Baitul Mal Aceh since 2006.
Data is analyzed by quantitative approach in order to look at the level of objective welfare
according to the characteristic of the recipient of productive zakat on a demographic basis.
Furthermore, the Statistical Package for Social Sciences (SPSS) Version 20 is used to measure
objective well being with mean level indicators. The level of objective well being of zakat
beneficiaries is measured by using five level of categories, where the average score of 1.00 -
1.49 is very low, average score of 1.50 - 2.49 is low, average score of 2.50 - 3.49 is moderate,
average score of 3.50 - 4.49 is high and average score of 4.50 - is very high.

Table 1. Overall Level Of Objective Well Being

n=498
Mean =283
No Statement Mini Max M
an
mum — muom 5
Score  Score core
Economic dimenszion 247
1 Famuly income 1 - 201
per month J .
2 Famly living -
costs per maonth 1 - 186
3 Famly savings -
per month 1 3 1.96
Houze Dimenzions 341
4 Home physical 5 4 379
condition -
5 ::.cﬂmes are at 1 5 354
me
Health Dimensions 162
& Family health - -
1 3 171
level
7 The level of health
service facilies 1 5 354
obtainad
Educational Dimensions 1.56
8 The cost of
schooling for -
children per 1 5 256
month
Vehicle Dimensions 3.65
9 Value 1 16
of vahiclas . -
Time Dimenszion 1.7
10 3:1@ to relax per 1 5 213
11 Frequency of
recreation per 1 ] 1.19
month

4. Results And Discussions

This section reports the level of objective well-being of productive zakat recipients in
Baitul Mal Aceh either as a whole or according to respondents' demographics. There are six
dimensions and 11 indicators shown. Table 1 shows the level of wellbeing of respondents’
objectives as a whole. The economic dimension shows a low level of well-being (2.47).
Respondent’s income on average are at level 2.91. The respondents' income level was slightly
thinner with the average cost of living (2.86), but both were still in the same group (moderate).
Unfortunately, the level of family savings per month is still very low (1.96). On average, the
dimensions of the home show a moderate situation (3.41). Although the level of facility



indicator is high (3.54) but it is offset by a moderate physical condition (3.29). Health
dimensions show high levels of health (3.62). Family health indicators (3.71) and access to
health services (3.54) were high. The average level of children education expenditures is still
moderate (2.56). On the dimensions of the vehicle, the indicator shows a high average level
(3.65). Time dimension shows a low overall average level (1.71). The time to relax per day
indicator is 2.23 and recreation 1.19 which is still low. However, the average level of overall
well being of the respondents was relatively moderate (2.83).

Table 2 . Objective Well Being Based On Demographics

Demographic Items Level of Objective Well
being
1 Age :
(25 years -34 year ) 2.80
(35 year -44 year) 2.79
(45 year -54 year ) 2.78
(55 year -64 year ) 2.99
( 64+ year) 2.47
2 Sex
Women 2.78
Man 2.87
3 Business Type
Food And Beverage 2.77
Mechanics 2.86
Fisherman 2.68
Retailers 2.82
Vegetable Sellers 2.86
Tailor 2.78
Farmers Vegetable 2.61
Breeders 2.76
Barber Shop 2.18
Stationary Shop 3.36
Laundry Shop 3.09
4 Education Level
Did Not Finish Primary 2.04
School
Finish Primary School 2.64
Junior High School 2.66
Senior High School 2.90
Diploma 2.90
Bachelor 2.76
5 Working Status of Spouse
Not Working 2.67
Working 2.85
6 Marital Status
Single 2.58
Married 2.82
7 Residence
Rural 2.88
Urban 2.75

Table 2 shows the level of objective well being according to seven demographic
variables: age, gender, business type, education level, working status of spouse, marital status
and residence of recipient. In the age variable, the highest level of well being was present in
the age group 55 years-64 years (2.99) which is still on moderate level of objective well being.
Meanwhile, the lowest group was 64+ years old (2.47) and included in the low level of
objective well-being. By gender, men have higher level of well being (2.87) than women
(2.78). Both sexes are at moderate level. The business type that has the highest level of well
being is the stationary shop (3.36) effort which is at moderate level. The level of objective
well being of barber shop (2.18) is still in the low. Diploma holds the highest level of well



being in the group of education (2.90) which is still a moderate level. The lowest level of
objective well being in education is the respondents who did not finish their primary school
(2.04) and is classified as a low level of objective well being. Respondents whose spouse also
worked (2.85) had a higher level of objective well being than unemployed pair (2.67) but both
are still at moderate level of objective well being. Respondents who have a partner (2.82) have
a higher level of objective well being than those who do not have a partner (2.58). Both are
still at moderate level of objective well being. The rural respondents (2.88) have higher level
of objective well being than those who living in the city (2.75) and both are still at moderate
level of objective well being. Overall, the level of objective well being was found to be
moderate. This is influenced by the low level of time dimension and economic dimension
which has low score min. It can suppress the excess of the objective well being level scores on
other dimensions. The majority, the beneficiaries of zakat productive are small-scale
entrepreneurs. Income from small daily sales is the cause of unable to employ a large number
of employees. Employee wage would increase the cost of production and reduces business
profits. To meet the number of employees, many productive zakat recipients have to involve
their family members without being paid as employees. To address the shortage of workers,
the recipient of productive zakat was forced to employ his own family members. The fact is
also supported by (Mead and Liedholm, 1998) which states that most micro entrepreneurs in
developing countries are involving their family members to save on production costs.

Family involvement can sometimes not be able to increase the amount of business output
because some family members also lack the expertise and are not trained to perform the
required work. Therefore, the recipient of productive zakat is forced to increase his working
hours to complete his work. Moreover, if there are multiple orders from customers, they will
reduce the time to rest. This causes the time dimension to be lower than other dimensions.
Similarly, (Costa, 2003) found that most workers in developing countries are forced to work
longer.

The shortage of skilled workers has been forcing to increase the number of working
hours. This could also affect production quality. Many end products are damaged due to
failure in the production process involving certain precision and expertise. The monitoring
process of each stage of production is also not feasible. The damaged goods cause
entrepreneurial losses (Billick, 2002). This situation is then a source of income. Furthermore,
the cost of living has only led to a small of saving. This is supported by the findings of
(Multifiah, 2007) which states that Baitul Mal is only able to lend a small amount of loan so it
is less effective to increase the recipient's income.

Furthermore, the marketing of goods is still narrow and the method of marketing of
goods is still following the traditional way without utilizing social media facilities, good
advertising or the use of the latest conventional technology. Inadequate marketing, the absence
of advertising and traditional marketing means would make difficult to increase the sales of
goods produced. (Mulyana et al., 2014) also support this finding that micro entrepreneurs in
Indonesia have only a little knowledge of marketing. The findings also show that the
propensity to save the money is less than the propensity to buying goods and services. This
situation is parallel with the theory of the marginal propensity to consume by (Keynes, 1936).
In that theory it is clear that the characteristics of the lower class people is the percentage of
their savings and the investment is smaller than the percentage of money they spend. That's
because their income is more spent on buying the basic needs of his family. This proves that
the recipients of productive zakat are still not categorized as a high level society but they are
still is among the moderate society.



According to demographic variables, the level of objective well being of zakat
productive recipient also does not show a striking difference. Based on age, gender, type of
business, education level, spouse's employment status, marital status and residence of the
respondents on average still show a moderate level of well being. However, age variables in
the 64 and above shows a low level of objective well being because older entrepreneurs are
unable to work more to earn larger income. In addition, the limited number of employees, the
small number of sales leads to a low level of objective well being for barbers. Very low levels
of education also cause the level of well being become low. Low-educated respondents have
lack of knowledge of how to grow their businesses.

5. Conclusion

This study was inspired by an issue of which the majority of the zakat productive
recipients in Baitul Mal Aceh were able to repay their loans to Baitul Mal Aceh, but the
effectiveness of productive zakat distribution on the objective well being has yet to be
identified. Therefore, this study aims to identify the level of objective well being of productive
zakat recipients in Baitul Mal Aceh Indonesia. Overall, the findings show that the objective
well being of is still relatively moderate. Therefore, the productive zakat recipient should have
the guidance of financial management and marketing of good goods and services. The
provision of related courses should be given to the recipient of productive zakat and their
family members who can potentially increase his family's income. In addition, Baitul Mal
Aceh needs to increase the amount of productive zakat loans and increase the amount of zakat
collection by promoting the awareness of paying zakat to the community. A large collection of
zakat can help more productive zakat recipients in the future. The Aceh Kingdom is expected
to be more active in creating new job opportunities for the Acehnese people. Such measures
are more effective in expanding the business of the recipient of productive zakat after they are
able to refund the loan from Baitul Mal Aceh. This is believed to have a positive effect on the
enhancement of the future objective well being of the productive zakat recipient of Baitul Mal
Aceh. The authors acknowledge with gratitude the support given by Universiti College Bestari
to conduct research in the area of Islamic Management and Finance.
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