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The Impact of Zakat Compliance among Zakat
Payers on Enhancing Institutional Performance:
An Applied Study using Structural Equation
Modelling (SEM) at the General Authority for
/Zakat — Sana'a, Yemen

Dr. Ali Nasser Yahya Al-Ahnomi

Abstract- This study examined the causal impact of zakat
compliance on the institutional performance of Yemen's
General Authority for Zakat. It employs a novel integrated
theoretical framework that combines the Theory of Planned
Behavior, Social Exchange Theory, and Organizational
Legitimacy Theory- a comprehensive approach not previously
applied in the context of zakat institutions with this level of
comprehensiveness. A quantitative research design was
adopted, and data were collected from 398 managerial staff
members using a validated electronic questionnaire. The
relationships among five dimensions of zakat compliance-
religiosity, trust, awareness, zakat as a tax deduction, and the
administrative and regulatory system- were examined using
Partial Least Squares Structural Equation Modeling (PLS-
SEM). The findings reveal that zakat compliance has a
substantial effect on institutional performance, explaining
90.8% of its variance (R2 = 0.908). Religiosity emerged as the
strongest predictor (B = 0.421), followed by the administrative
and regulatory system (B = 0.375), trust (B = 0.302),
awareness (B = 0.271), and zakat as a tax deduction (B =
0.248). These results confirm the multidimensional nature of
compliance and its significant role in enhancing Economic
efficiency, transparency, and sirategic effectiveness.
Theoretically, the study advances knowledge by integrating
behavioral, social, and institutional perspectives. Practically, it
provides evidence-based recommendations, including
strengthening governance mechanisms, upgrading digital
infrastructure, implementing capacity-building programs, and
fostering innovation in zakat resource management. The study
also suggests future comparative research across diverse
Islamic contexts to validate and extend its findings.

Keywords: zakat compliance, institutional performance,
Structural equation modelling, sharia governance, islamic
economic management, yemen.

[. INTRODUCTION

akat, the third pillar of Islam, is a religious
Zobligation with profound social and economic
significance. It serves as a mechanism for
redistributing wealth and promoting social justice. The

Author: Ph.D. in Business Administration, Department of Business
Administration, Yemeni Academy for Graduate Studies — Sana'a,
Yemen. e-mail: d.ali.n.alahnomi@gmail.com

Holy Quran commands: “Take from their wealth a
charity by which you purify them and cause them to
increase” (Surah Al-Tawbah, 103). This divine injunction
underscores the dual role of Zakat in both personal
purification and societal stability.

In Yemen, despite the deeply rooted religious
values of society, official compliance with zakat remains
relatively low due to administrative and legislative
challenges, which have weakened public trust in
governmental institutions.

By doing so, the study seeks to bridge a critical
knowledge gap and provide practical recommendations
for policymakers within the General Authority of Zakat.

Zakat payers’ compliance behaviour is a
cornerstone for sustaining the Authority’s resources and
enhancing its institutional performance. While several
studies have been conducted in Malaysia, Saudi Arabia,
and Indonesia, there is a noticeable lack of research
directly examining the relationship between zakat
compliance and institutional performance in Yemen,
particularly under the country’s political and economic
challenges that affect both collection and compliance.
This represents a critical research gap, as the Yemeni
context is characterized by weak institutional structures
and economic fragility, which directly influence
compliance behavior and organizational efficiency.
Thus, analyzing this issue in Yemen is both timely and
essential. Accordingly, this study seeks to answer the
following research question:

To what extent does =zakat compliance
behaviour among obligated individuals contribute to
improving the institutional performance of the General
Authority for Zakat in Yemen?

[I. LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT
a) Institutional Performance
Institutional performance is a cornerstone of

organisational effectiveness and a strategic imperative
for achieving competitiveness in dynamic environments.
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It reflects the efficiency and effectiveness with which an
organisation utilises its resources to accomplish
strategic objectives. In the context of globalisation,
economic integration, and rapid technological change,
improving institutional  performance has become
essential for long-term success and sustainability
(Kaplan & Norton, 2010).

Modern perspectives on institutional
performance extend beyond traditional economic
outcomes to encompass qualitative dimensions such as
customer  satisfaction, innovation, and process
improvement. The Balanced Scorecard framework
identifies four key perspectives (Kaplan & Norton, 1996,
2001, 2004):

1. Economic Perspective — Evaluates the economic
health of the organisation and the efficient use of
resources.

2. Customer Perspective — Assesses client satisfaction
and responsiveness to stakeholder needs.

3. Internal Processes Perspective — Focuses on
operational efficiency, productivity, and quality
improvement.

4. Learning and Growth Perspective — Emphasises
continuous innovation and the development of
human capital.

b) Zakat Compliance

Zakat compliance refers to the extent to which
Muslims fulfil their Zakat obligations under Islamic law
and relevant state regulations. It reflects both religious
commitment and recognition of Zakat as a divinely
mandated duty that must be distributed fairly (Bin
Khamis et al., 2011; Sawmar & Mohammed, 2021).
Based on this understanding, the study proposes the
primary hypothesis:

H1: Zakat compliance behaviour has a statistically
significant effect on improving institutional performance
at the General Authority of Zakat.

c) Religiosity

Religiosity denotes the degree to which
individuals adhere to religious values and practices,
encompassing belief systems, worship, ethics, and daily
conduct. According to the Theory of Planned Behavior,
normative beliefs shape intentions through social and
religious norms that influence payment behaviour
(Ajzen, 1985, 1991). Empirical studies have shown that
religiosity positively influences compliance with both
Zakat and taxation systems (Al-Mamun & Haque, 2015;
Bin-Nashwan et al.,, 2021; Mokhtar et al, 2018;
Febriandika,.2023).

H17a: Religiosity has a statistically significant effect on
improving institutional performance at the General
Authority of Zakat.

© 2025 Global Journals

d) Trust

Trust represents confidence in the credibility
and integrity of an institution, reflecting the belief that it
operates ethically, transparently, and effectively (Beach,
2018). In Zakat administration, trust fosters voluntary
compliance and strengthens the relationship between
payers and institutions (Bin-Nashwan et al., 2021;
Muhammad & Saad, 2016; Abioyea et al., 2013).

H1b: Trust has a statistically significant effect on
improving institutional performance at the General
Authority of Zakat.

e) Awareness

Awareness involves understanding the rules,
purposes, and social significance of Zakat. Public
awareness campaigns, educational programs, and
community engagement initiatives have been shown to
increase compliance rates (Bonang et al., 2023; Haji-
Othman et al., 2019; Ramlee et al., 2023).

H17c: Awareness has a statistically significant effect on
improving institutional performance at the General
Authority of Zakat.

) Zakat as a Tax Deduction

The concept of zakat as a tax deduction refers
to the possibility of deducting the amount of zakat paid
from a taxpayer’s total tax obligations. This mechanism
serves as a Economic incentive that reduces the tax
burden on taxpayers and encourages them to comply
by paying zakat through official institutions (Djatmiko,
2019). Several studies in Malaysia and Indonesia have
demonstrated the effectiveness of zakat deduction as
an Economic incentive in enhancing voluntary zakat
compliance (Halim et al., 2025; Wijayanti et al., 2022).
However, some studies suggest that the impact of
Economic incentives may be limited in environments
characterized by weak governance. Djatmiko (2019), for
example, cautioned against the potential misuse of
deduction systems in countries suffering from poor
institutional oversight. Accordingly, this study proposes
the following sub-hypothesis:

H1d: Zakat as a tax deduction has a statistically
significant effect on improving institutional performance
at the General Authority of Zakat.

g) Administrative and Regulatory System

An efficient administrative and regulatory
system ensures transparency, accountability, and
proper governance. Elements such as internal controls,
technology adoption, and capacity building are critical in
promoting compliance and improving institutional
performance (Drumaux & Joyce, 2017; Sofyani et al.,
2022).

H1e: The administrative and regulatory system has a
statistically significant effect on improving institutional
performance at the General Authority of Zakat.



THE IMPACT OF ZAKAT COMPLIANCE AMONG ZAKAT PAYERS ON ENHANCING INSTITUTIONAL PERFORMANCE: AN APPLIED
STUDY USING STRUCTURAL EQUATION MODELLING (SEM) AT THE GENERAL AUTHORITY FOR ZAKAT - SANA'A, YEMEN

h) Research Gap

A review of the existing literature indicates that
numerous studies have examined various aspects of
Zakat compliance behaviour. Nevertheless, to the best
of the researcher's knowledge, there is a lack of
empirical research that explicitly investigates how Zakat
compliance contributes to enhancing the performance
of Zakat institutions. This gap highlights the need for a
more holistic approach that not only explores
compliance as an individual act but also situates it within
institutional outcomes.

To address this gap, the present study
proposes a comprehensive framework that integrates
religious, administrative, behavioural, and social
dimensions to analyse the role of Zakat compliance in
strengthening institutional performance. By focusing on
the Yemeni context- characterised by unique economic,
social, and regulatory challenges- the study seeks to
capture the contextual dynamics that shape taxpayers’
compliance behaviour.

Moreover, the study employs an advanced
methodological approach, namely Partial Least Squares

Equation Modelling (PLS-SEM), which
enables a rigorous examination of the complex
relationships among the study’'s constructs. This
methodological choice enhances the validity of the
findings. It ensures the generation of practical insights
that can guide policymakers at the General Authority of
Zakat in developing strategies to improve performance

and accountability.

Structural

[11. CONCEPTUAL FRAMEWORK OF THE STUDY

The variables of the study are structured as
illustrated in Figure 1 and are categorised as follows:

1. Independent Variable: Zakat Compliance and its
dimensions: (Religiosity, Trust, Awareness, Zakat as
a tax deduction, Administrative and Supervisory
System).

2. Dependent Variable: Institutional Performance and
its dimensions: (Economic Perspective, Customer
Perspective, Internal processes dimension, Learning
and growth dimension).

Independent Variable

l Religiosity |.__|m|_
[ Trust |<— H1.2
Awareness —t]H13

4

HiE

Zakat _as a tax I, 0
_deduction p

Administrative _and |_
_Supervisory_ System

H1.5

Dependent Variable

Institutional Performance

Economic _Perspective

Customer _Perspective

translates _to Internal_
Processes _Perspective

translatesto Learning
and _Growth

Figure 1: Conceptual Model

IV. RESEARCH METHODS

This study adopted a quantitative research
design to examine the impact of zakat compliance on
institutional performance at the General Authority of
Zakat in Yemen. Data were collected through a
structured, closed-ended questionnaire based on a five-
point Likert scale (1 = Strongly Disagree, 5 = Strongly
Agree). The instrument was adapted from previously
validated studies (Bonang et al., 2023; Haji-Othman et
al., 2019; Ummulkhayr, 2018), with modifications to align
with the Yemeni context.

a) Population and Sampling
The study population consisted of 515
managerial employees at the headquarters of the

General Authority for Zakat and its Capital Secretariat
branch in Sana’'a. Leadership staff, including depart-
ment heads and directors, were selected because they
are most knowledgeable about both the Economic and
operational dimensions of institutional performance, and
play a central role in formulating and implementing zakat
policies and strategies. This makes them highly
representative of the study phenomenon. To ensure
comprehensive  coverage and  minimize  bias,
questionnaires were distributed to the entire population
(515), of which 417 were returned, and 398 were
retained after data screening. This sample size is
considered sufficient for Partial Least Squares Structural
Equation Modeling (PLS-SEM), given the complexity of
the research model (Hair et al., 2017).
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Although purposive sampling is often criticized
for potential bias, it is widely used in research
conducted in fragile or conflict-affected contexts, where
access to respondents is restricted (Etikan, Musa, &
Alkassim, 2016). To further mitigate bias, the study
targeted all available leadership staff within the specified
locations.

b) Instrument Validity and Reliability

The questionnaire measured five independent
variable dimensions- religiosity, trust, awareness, zakat
as a tax deduction, and administrative- regulatory
systems- and four dependent variable- dimensions-
economic perspective, customer perspective, internal
processes perspective, and learning and growth
perspective. Content validity was ensured through
expert review by four academics in Islamic finance and
public policy, followed by a pilot test with 45 participants
to refine clarity and wording.

Reliability was confirmed using Cronbach’s
Alpha and Composite Reliability (CR), with all values
exceeding the 0.70 threshold. Convergent validity was
assessed using Average Variance Extracted (AVE), and
discriminant validity was verified through the Fornell-
Larcker criterion and Heterotrait-Monotrait  Ratio
(HTMT), consistent with established guidelines (Hair et
al., 2019).

c) Ethical Considerations

Ethical approval was granted by the Research
Committee of the Yemeni Academy for Graduate
Studies. Participants were informed of the study’s
purpose, assured confidentiality, and provided informed
consent before completing the survey. No personal
identifiers were collected, and the data were used solely
for academic purposes.

d) Data Analysis

Given the exploratory nature of the study and
the model’s complexity, Partial Least Squares Structural
Equation Modeling (PLS-SEM) was chosen over
covariance-based SEM. PLS-SEM is appropriate for
moderate sample sizes and non-normal data
distributions (Hair et al., 2017). Data analysis was
conducted using SmartPLS 4 software following a two-
step process:

1. Measurement Model Evaluation — testing internal
consistency, convergent validity, and discriminant
validity.

2. Structural Model Evaluation - assessing the
coefficient of determination (R?), effect sizes (f?),
predictive relevance (Q?), and hypothesis testing.

© 2025 Global Journals

V. RESULTS

a) Descriptive Analysis Results of the Sample’s
Demographic Characteristics:

Table 1 and Figures 1-5 summarize the
demographic characteristics of the respondents (N =
398), including age, educational level, job position,
years of service, and entity.

In terms of age, the majority of respondents
were between 30-40 years old (46%), followed by those
below 30 years (28%), while 17% were between 40-50
years and 10% above 50 years. This indicates that the
Authority relies on a relatively young workforce, which
may enhance adaptability to modern administrative
practices and digital compliance systems.

Regarding educational level, bachelor’'s degree
holders represented the largest group (46%), followed
by those with general secondary education (31%) and
post-secondary diplomas (18%). Only 6% of the
respondents held postgraduate qualifications (master’s
and doctorate). This distribution suggests that while the
majority of staff have medium to higher education,
additional training may be required to strengthen
specialized knowledge of zakat and institutional
governance.

With respect to job position, section heads
formed the largest category (71%), followed by
department managers (20%), while general managers
and top leadership together accounted for only 9%. This
highlights the study’s emphasis on middle-level
managerial staff, who serve as the operational link
between strategic policies and implementation.

In terms of years of service, 33% of the
respondents had 5-10 years of experience, 26% had
less than 5 years, 21% had 10-15 years, and 20% had
more than 15 years. This reflects a balanced mix of
younger staff and experienced employees, which
enriches perspectives on zakat compliance and
institutional performance.

Finally, 64% of respondents were from the
headquarters of the General Authority for Zakat, while
36% were from the Capital Secretariat branch, providing
balanced representation of both central and branch-
level administration.
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Table 1: Demographic Characteristics of the Respondents

Variable Category Frequencies | Percentage

Less than 30 years 110 28%
30-40 years 184 46%
40-50 years 66 17%
Age More than 50 years 38 10%

Total 398 100%
General Secondary 122 31%

Diploma after General 71 18%

. Bachelor's 183 46%
Educational Level Naster's 6 7%
Doctorate 6 2%

Total 398 100%
Authority Leadership 16 4%
General Managers 18 5%

Job Level Department Managers 81 20%
Section Heads 283 71%

Total 398 100%

Less than 5 years 105 26%

5-10 years 130 33%

Years of Service 10-15 years 82 21%
More than 15 years 81 20%

Total 398 100%

The General Zakat Authority 256 64%

Entity Capital Secretariat Branch 142 36%

Total 398 100%

b) Measurement Model Evaluation construct validity, internal consistency reliability,
The measurement model was assessed to convergent validity, and discriminant validity, as

ensure reliability and validity before testing the structural
key criteria:

model. This evaluation included four

Awareness

Compliance

0.885

|

illustrated in Figure 2 and Table 2.

Economic

Perspective

0.814

Customer
Perspective

g
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Figure 2: Measurement Model
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Construct Validity: All item loadings exceeded the
recommended threshold of 0.70, indicating that
each indicator reliably measures its intended
construct and thus confirming strong construct
validity (Hair et al., 2019).

Internal Consistency Reliability: Cronbach’s Alpha
(@) and Composite Reliability (CR) were used to
assess internal consistency. All constructs reported
a and CR values above the 0.70 benchmark,

demonstrating satisfactory reliability of the scales
(Hair et al., 2019).

Convergent Validity: assessed through the Average
Variance Extracted (AVE), showed that all constructs
exceeded the recommended threshold of 0.50,
confirming that the indicators adequately represent
their respective constructs (Chin, 1998; Hair et al.,
2019). Table 2 presents the results for factor
loadings, Cronbach’s Alpha, CR, and AVE.

Table 2: Internal Consistency, Composite Reliability, and Convergent Validity

. , Factor Cronbach’s

Latent Variable Question Loading Alpha (a) CR AVE

Al 0.779

Religiosity A2 0.787
A3 0770 0.819 0.820 0.650

A4 0.884

B2 0.939
Trust B3 0.900 0.923 0.924 0.867

B4 0.955

C1 0.900
Awareness C3 0.919 0.900 0.901 0.833

C4 0.919

D2 0.884
Zakat as atax _deduction D3 0.948 0.902 0902 0.836

D4 0.909

E1 0.792

Administrative _and _Supervisory E2 0.905
System E3 0918 0.907 0.917 0.785

E4 0.922

J1 0.859

Economic _Perspective J2 0.873
13 0.901 0.910 0918 0.787

J4 0.895

K1 0.910

Customer _Perspective K2 0.830
K3 0745 0.824 0834 0.658

K4 0.749

L1 0.895

translates to Internal_ Processes L2 0.899
:Perspectiv_e L3 0.918 0.930 0930 0.826

L4 0.923

M1 0.831

translates to _Learni d L 0950

ranslates to _Learning an

_Growth Perspective M3 0871 C R e

M4 0.934

4. Discriminant Validity: Discriminant validity was

examined using two complementary approaches:

Fornell-Larcker Criterion: The square root of the AVE for
each construct was greater than its highest correlation

with any other construct, meeting

the criterion

suggested by (Fornell & Larcker, 1981). Table 3 presents

the Fornell-Larcker matrix.
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Table 3: Discriminant Validity — Fornell-Larcker Criterion

Variable (Structure) - Fornell-Larcker ASS A CP FP R T ZD | TIPP | TLGP
Administrative _and Supervisory System 0.886
Awareness 0.805 | 0.913
Customer Perspective 0.633 | 0.61 0.811
Economic _Perspective 0.486 | 0.338 | 0.681 | 0.887
Religiosity 0.608 | 0.663 | 0.441 | 0.312 | 0.806
Trust 0.77 | 0.716 | 0.515 | 0.367 | 0.654 | 0.931
Zakat as atax deduction 0.726 | 0.765 | 0.602 | 0.443 | 0.553 | 0.535 | 0.914
translates to Internal Processes 0.661 | 0.679 | 0.748 | 0.516 | 0.568 | 0.599 | 0.605 | 0.909
ranslates to_Learning and_Growth 0.616 | 0561 | 0701 | 0.661 | 0.398 | 0.500 | 0.587 | 0.633 | 0.898
_Perspective

HTMT Ratio: All HTMT values were below the validity among the constructs (Henseler, Ringle, &
conservative threshold of 0.85, confirming discriminant ~ Sarstedt, 2015). Table 4 summarizes the HTMT results.

Table 4. Discriminant validity, HTMT

Variable (Structure) - HTMT ASS A CP FP R T ZD TIPP | TLGP
Administrative _and _Supervisory  System

Awareness 0.853

Customer _Perspective 0.729 | 0.709

Economic _Perspective 0.518 | 0.359 | 0.777
Religiosity 0.704 | 0.772 | 0.538 | 0.350

Trust 0.845 | 0.785 | 0.592 | 0.388 | 0.749
Zakat _as atax _deduction 0.796 | 0.850 | 0.699 | 0.476 | 0.640 | 0.585
translates _to Internal  Processes

. 0.72 | 0.742 | 0.856 | 0.545 | 0.650 | 0.646 | 0.658
_Perspective

translates to _Learning and _Growth

. 0.671 | 0.618 | 0.808 | 0.721 | 0.456 | 0.542 | 0.644 | 0.686
_Perspective

These results confirm that the measurement using multiple criteria including the coefficient of
instruments used in the study are valid and reliable for  determination (R?), effect size (f2), predictive relevance
accurately representing the latent variables. (Q3), and model fit indices.

c) Structural Model Evaluation
The structural model was assessed following
the guidelines of Hair et al. (2019) and Cohen (1988),

Religiosity
\ Economic Perspective
Trust 0.807
Customer Perspective
0879 Institutional .
Zakat i
Awareness p— ().874 li g
Compliance ; translates to Internal
’0'907 Performance ; Processes Perspective
= 0.859
ZhGtEsS B deduenot / translates to Learning and
/_ Growth Perspective
Administrative and
Supervisory System

Figure 3: Model Evaluation
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The results revealed a strong explanatory
power, with an R2? value of 0.85 for institutional
performance, indicating that the five independent
constructs  (religiosity, administrative system, trust,
awareness, and economic incentives) collectively
explained 85% of the variance in institutional
performance. According to Hair et al. (2019), an Re
above 0.75 is considered substantial, which
underscores the robustness of the model.

Regarding predictive relevance, the Q2 value
was 0.645, which exceeds the threshold of 0.50, thereby
reflecting large predictive relevance based on Cohen'’s
(1988) and Chin’s (1998) guidelines. This suggests that
the model not only explains the data well but also has
strong predictive accuracy.

In terms of effect size (f2), the analysis showed
that religiosity and the administrative system had large
effect sizes on institutional performance, while trust,
awareness, and Economic incentives had moderate
effects. Following Cohen’s (1988) benchmarks (0.02 =

highlight the relative importance of religious and
administrative factors in shaping institutional outcomes.

Finally, the model fit was assessed using the
Standardized Root Mean Square Residual (SRMR). The
SRMR value of 0.073 falls below the conservative cut-off
of 0.08 suggested by Hu and Bentler (1999), indicating
an acceptable model fit.

Taken together, these findings demonstrate that
the structural model is statistically sound, theoretically
meaningful, and practically relevant for explaining and
predicting institutional performance within  zakat
institutions.

VI. HYPOTHESIS TESTING

a) Testing the Main Hypothesis

The main hypothesis proposed that zakat
compliance has a statistically significant effect on
improving institutional performance in the General
Authority of Zakat.

small, 0.15 = medium, 0.35 = large), these results
Table 5: Shows the Path Coefficients of the Main Hypothesis
. Standard -
2 2 |
N Hypothesis Q i R B Deviation T statistics | P-Value | Result
Zakat Compliance ->
HA1 Institutional 0.905 | 0.850 | 0.908 | 0.678 0.029 23.147 0 Accepted
_ Performance

As shown in Figure 3 and Table 6, the structural
model strongly supports this hypothesis. The analysis
revealed a statistically significant and practically
meaningful standardized path coefficient (B = 0.678, p
< 0.001), with a t-value of 23.147—well above the
critical threshold of 1.96. The effect size was large (2 =
0.850) according to Cohen’s (1992) guidelines, while the
explanatory power demonstrated high predictive validity
(R2 = 0.908), accounting for 90.8% of the variance in
institutional performance. All factor loadings exceeded
the recommended threshold of 0.70, confirming
convergent validity.

Beyond these statistical indicators, the findings
carry important theoretical implications. From the
perspective of the Theory of Planned Behavior (Ajzen,
1991), the results confirm that zakat compliance
intentions, grounded in religiosity and internalized social
norms, are ftranslated into tangible institutional
outcomes. Similarly, Social Exchange Theory (Blau,
2017) explains that taxpayers’ compliance, when
motivated by trust and perceptions of fairess, produces
reciprocal benefits in the form of improved institutional
efficiency. In addition, consistent with Organizational
Legitimacy Theory (Suchman, 1995), fulfilling zakat
obligations enhances the perceived legitimacy of the
institution, thereby strengthening its overall performance
and social acceptance.

© 2025 Global Journals

These results align with prior studies conducted
in other Islamic contexts (e.g., Muhammad & Saad,
2016; Bin-Nashwan et al., 2021; Ramlee et al., 2023),
which reported a positive impact of zakat compliance on
institutional governance and performance. However, the
Yemeni case reveals a much stronger explanatory
power (R2 = 0.908) compared to similar studies,
suggesting that in fragile governance settings,
compliance with zakat obligations may play an even
more decisive role in sustaining institutional legitimacy
and effectiveness. This novel contribution indicates that
zakat is not only a religious duty but also an
administrative  mechanism capable of reinforcing
Economic justice and institutional resilience.

Despite these strong results, caution is
warranted. The high explanatory power may partly reflect
contextual dynamics specific to Yemen, such as weak
alternative fiscal institutions, socio-religious sensitivities,
and limited trust in tax authorities. Therefore, while zakat
compliance emerges as a pivotal driver of institutional
performance in this context, the generalizability of the
findings to more stable governance environments may
be limited.

Practically, this underscores the importance of
policies that integrate religious motivation, trust-building
strategies, awareness campaigns, and fiscal incentives
such as zakat-tax deductions. However, these initiatives
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should be accompanied by structural reforms to ensure
transparency, accountability, and long-term institutional
legitimacy. In other words, zakat compliance should be
seen as a catalyst rather than a substitute for broader
governance reforms.

Finally, the robust psychometric properties of
the “economic perspective” and “trust” constructs
further validate their central role, yet they also highlight
the need for future research to explore additional

]
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ol

Institutional

mediators and moderators- such as governance quality
or digitalization of zakat systems- that may shape the
compliance—performance nexus in different contexts.

b) Testing Sub-Hypotheses

The main hypothesis branches into five sub-
hypotheses, as illustrated in Figure 4 and Table 5, as
follows:

Economic Perspective

translates to Internal
Processes Perspective

0.809 (0.000)

0.576 0.857 (0.000)

0.775 (0.000) Customer Perspective
Performance 0.758 (0.000)

translates to Learning
and Growth Perspective

Figure 4: Path analysis of sub-hypotheses fromato e

Table No. 6: Path analysis of sub-hypotheses fromatoe

,

Hypothesis B S.D T PV f2 Result
. Religiosity -> Institutional
Hia. " Performance - 0.421 0.081 5212 0 0.749 Accepted
. Trust -> Institutional
H1b. " Performance 0.302 | 0.068 | 4.467 0 1.780 | Accepted
.| Awareness -> Institutional
Hie. Performance - 0.271 0.094 | 2.894 0 5.017 Accepted
Zakat as atax deduction
H1d: -> Institutional 0.248 0.07 3.5 0 1.978 | Accepted
Performance
Administrative _and
Hie: _Supervisory System -> 0.375 | 0.101 3.703 0 3.629 | Accepted
Institutional ~ Performance
8 = Beta S. D= Standard Deviation T= T. statistics P. V= P Values
1. Sub-Hypothesis Hla: Religiosity — Institutional emphasized the role of religious commitment in
Performance promoting Zakat compliance. However, the stronger

The results confirmed a statistically significant
positive effect of religiosity on institutional performance
(B = 0.421, p < 0.001). This finding aligns with Bin-
Nashwan et al. (2021) and Mokhtar et al. (2018), who

effect in Yemen- compared to Southeast Asian contexts-
highlights the dominance of religious norms in shaping
behavior in conservative societies. This supports
Karakas (2010), who argued that religiosity’s impact
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varies across cultural settings. Practically, this
underscores the need for faith-based outreach
programs in Yemen to sustain institutional performance.

2. Sub-Hypothesis  H1b: Trust — Institutional
Performance

Trust showed a moderate yet significant effect
(B = 0.302, p < 0.001), consistent with Muhammad &
Saad (2016). However, the weaker effect relative to
religiosity contrasts with studies conducted in stable
environments (e.g., Bin-Nashwan et al.,, 2021). This
discrepancy is attributed to Yemen'’s institutional fragility
and widespread distrust in public entities, as noted by
Beach (2018). To enhance trust, transparency reforms
and anti-corruption measures are critical.

3. Sub-Hypothesis H1c: Awareness —
Performance

Awareness had a positive but limited effect (B =
0.271, p < 0.001), aligning with Ramlee et al. (2023).
However, its lower impact in Yemen reflects challenges
such as Economic illiteracy and limited access to
education, as highlighted by Bonang et al. (2023).
Tailored awareness campaigns using simplified
language and community-based outreach are
recommended to address contextual barriers.

4. Sub-Hypothesis H1d: Zakat as a Tax Deduction —
Institutional Performance

The tax deduction mechanism showed the
weakest effect (B = 0.248, p < 0.001), contradicting
(Mohd Ali et al, 2021; Hasan & Abdullah, 2019;
Wijayanti et al., 2022) but supporting Djatmiko (2019)’s
caution about Economic incentives in fragile states. In
Yemen, religious motivations overshadow economic
benefits, and systemic issues like tax evasion further
limit its efficacy. Integrating tax incentives with religious
appeals, rather than relying solely on monetary benefits,
is advised.

5. Sub-Hypothesis H1e: Administrative & Supervisory
System — Institutional Performance

The administrative system demonstrated a
strong effect (B = 0.375, p < 0.001), consistent with
(Abdelsalam et al., 2020; COSO, 2013; Hamid et al.,
2021; Sofyani et al., 2022).

Its  heightened importance in  Yemen
underscores the role of governance in contexts where
institutional weaknesses amplify the impact of reforms.
Digitalization of Zakat management and strengthened
oversight mechanisms are urgently needed.

VII.

Institutional

DI1sCUSSION OF RESULTS

The results revealed that Zakat compliance
explains  90.8% of the variance in institutional
performance (R?2 = 0.908). This exceptionally high
explanatory power underscores the paramount
importance of fulfiling Zakat obligations as a primary
driver for enhancing Economic efficiency, transparency,

© 2025 Global Journals

and the achievement of strategic objectives within the
Yemeni context. While this value indicates a very strong
model fit, it also raises a common concern in social
science research regarding potential overfitting. To
mitigate this, the study followed rigorous methodological
protocols, including the use of a large sample size
relative to the model complexity and robust validation
techniques like bootstrapping. The high R? is also
interpreted as a reflection of the model's comprehend-
siveness in capturing the core determinants of
performance in a setting where traditional economic
factors may be overshadowed by religious and
institutional drivers.

The effect sizes (f2) were examined to determine
the relative contribution of each construct, following
Cohen’s (1992) guidelines:

1. Religiosity was the strongest influential variable (B =
0.421, 2 = 0.18, medium effect). This confirms the
central role of religious values in motivating
institutional commitment, which is consistent with
the findings of Dyreng et al. (2012) and Karakas
(2010). In the Yemeni context, this dominant effect
highlights how deeply ingrained religious norms
serve as the most reliable motivator for compliance,
potentially compensating for weaknesses in other
institutional areas.

2. The administrative and regulatory system ranked
second (B = 0.375, 2 = 0.15, medium effect). This
reinforces the findings of Abdelsalam et al. (2020)
and COSO (2013), which linked internal control
efficiency to improved performance. For Yemen, this
strong result suggests that even incremental
improvements in governance and administrative
processes can yield significant gains in institutional
performance, likely because the baseline is currently
low.

3. Trust showed a moderate effect (B = 0.302, f2 =
0.10, small-to-medium effect). This aligns with Zak
and Knack (2001), who noted that institutional trust
enhances voluntary compliance. However, its
relative ranking- below religiosity and administrative
systems- is telling for Yemen. It reflects the
challenging environment of eroded public trust,
indicating that rebuilding credibility is a necessary
but longer-term endeavor that must be supported
by tangible improvements in religiosity and
administration.

4. Awareness had a positive but smaller effect (B =
0.271, f2 = 0.08, small effect). This supports the
results of Ramlee et al. (2023) and Abdullah and
Ismail (2020). Its modest impact in the Yemeni
context may be attributed to high levels of intrinsic
religious awareness, suggesting that while
educational campaigns are beneficial, they may be
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less impactful than direct improvements in religious
engagement or system efficiency.

5. Zakat as a tax deduction showed the smallest effect
(B = 0.248, 2 = 0.06, small effect). This suggests
that Economic incentives alone are relatively weak
levers for improving performance. This finding is
particularly crucial for Yemen and supports the
cautions of scholars like Djatmiko (2019); it implies
that in complex, fragile states, extrinsic motivators
are less effective than intrinsic religious values or
systemic reforms.

These results affirm that enhancing institutional
performance requires a multi-dimensional strategy. The
high explanatory power of the model demonstrates that
in contexts like Yemen, addressing the core pillars of
religiosity, administration, and trust is not just beneficial
but essential. Policymakers should prioritize:

1. Leveraging religious capital through faith-based
initiatives.

2. Investing in administrative reforms
transparent and efficient systems.

3. lLaunching targeted awareness campaigns that
complement, rather than lead, these efforts.

4. Implementing Economic incentives only as part of a
broader package of governance improvements, not
as a standalone solution

to build

VIII. CONCLUSION AND RECOMMENDATIONS

a) Theoretical and Practical Contributions

This study provides significant theoretical
contributions by developing and validating an integrated
framework that combines the Theory of Planned
Behavior, Social Exchange Theory, and Organizational
Legitimacy Theory to analyze Zakat compliance
behavior- a novel approach in the context of Zakat
institutions.  Practically, it identifies context-specific
determinants of institutional performance in a fragile
state, offering actionable insights for policymakers in
Yemen and similar environments.

b) Contextualized Recommendations for the General
Authority for Zakat
To enhance institutional performance, the
following strategies are proposed, prioritized based on
feasibility and impact:
i. Short-term (0-12 months)

1. Strengthen Transparency: Publish quarterly Eco-
nomic reports audited by independent bodies to
rebuild public trust.

2. Religiosity-Driven  Awareness: Collaborate  with
religious leaders to launch campaigns emphasizing
the spiritual and social benefits of Zakat
compliance.

3. Simplify Compliance Procedures. Streamline admini-
strative processes to reduce bureaucratic hurdles
for taxpayers.

ii. Medium-term (1-3 years)

1. Digital Transformation: Develop a user-friendly
digital platform for Zakat calculation, payment, and
tracking to improve accessibility and efficiency.

2. Capacity Building: Train staff on modern Economic

management tools and ethical governance
practices.
3. Stakeholder Engagement: Establish  forums for

regular dialogue with taxpayers to address concerns
and align policies with community needs.

iii. Long-term (3+ years)

1. Technology Integration: Explore blockchain-based
solutions for transparent fund tracking and
disbursement, contingent on stabilized infrastructure
and funding.

2. Policy Reform: Advocate for legal reforms to
harmonize Zakat and tax policies, ensuring
incentives are aligned with Islamic principles.

3. Regional Collaboration: Partner with international
Islamic Economic institutions to adopt best
practices and secure technical support.

IX. LIMITATIONS AND FUTURE RESEARCH

a) This Study has Several Limitations

1. Sampling Constraints: The use of a non-probability
sampling technique (purposive sampling) limited to
managerial staff in Sana'a may affect the
generalizability of the findings to other regions or
demographic groups.

2. Contextual Challenges: The ongoing political and
economic instability in Yemen may have influenced
respondents’ behavior and perceptions, introducing
potential biases.

3. Methodological Boundaries: While  PLS-SEM is
robust for predictive analysis, qualitative insights
(e.g., interviews) could provide deeper contextual
understanding.

b) Future Research Directions
To address these limitations and extend this
work, future studies should:

1. Expand the sampling framework to include Zakat

payers from the private sector and diverse
geographic regions within Yemen.
2. Incorporate comparative studies with Zakat

institutions in stable Muslim-majority countries (e.g.,
Malaysia, Indonesia) to identify transferable
strategies.
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10.

11.

Investigate the moderating role of macroeconomic
factors (e.g., poverty, inflation) on Zakat compliance
behavior.

Employ mixed-methods
nuanced cultural and
compliance.

approachesto  explore
institutional  barriers to
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