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ABSTRACT

This study aims to see the effect of zakat, infaq, and sadaqah (Z1S), taxes, and subsidies on
reducing poverty levels in Indonesia. The data used in this study are secondary data in the form of panel
data obtained from the annual report of the Central Statistics Agency (BPS), the financial statements of
the Directorate General of Fiscal Balance (DJPK), and the National Amil Zakat Agency (BAZNAS),
from 2018 to 2022, consisting of 34 provinces in Indonesia. The dependent variable in this study is the
poverty rate, while the independent variables are ZIS (zakat, infaq, sadaqah), taxes, and subsidies. To
determine the effect of zakat, infaq, and sadaqah (ZIS), taxes, and subsidies on poverty reduction in
Indonesia using panel data regression analysis method. The results showed that one of the three
independent variables studied had a partial effect on reducing poverty in Indonesia, namely the variable
zakat, infaq, and sadaqah (Z1S), which had a positive and significant effect. Meanwhile, the tax and
subsidy variables have a negative but insignificant effect in Indonesia. Simultaneously, zakat, infaq, and
sadaqah (Z1S), taxes, and subsidies affect poverty reduction in Indonesia.
Keywords: Poverty, ZIS, Taxes, Subsidies.

1. Introduction

In developing countries, there are many complex problems that need to be addressed.
This problem becomes an obstacle for a developing country to become a more developed
country. One thing that is still a big problem and is still a priority for the government is the
problem of poverty in various countries, including Indonesia. Poverty can weaken the
foundations of life in Indonesian society. Based on the Central Statistics Agency (BPS) for
2023, although poverty shows a decreasing trend, the figure of 9.54% is still relatively high.
Multidimensional poverty which not only includes material deprivation, but also access to
education, health and other basic services will further worsen the situation (Chriswardani
Suryawati, 2010).
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Figure 1.1 Percentage of Poor Population in Indonesia 2018 — 2022
Source: BPS, data processed in 2024
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Figure 1.1 shows the percentage of poor people in Indonesia over the last 5 years from
2018 - 2022 which has experienced a fluctuating trend. The World Bank (2019) reports that
Indonesia can reduce the trend of poverty levels by reaching below 10 percent in 20109.
However, during the Covid-19 pandemic which caused a decrease in productivity and limited
people's movement, the number of poor people increased in 2019. 2020 amounted to 9.82
percent in the first semester and further increased by 10.19 percent in the second semester. The
Indonesian government has implemented many policies to restore the economy during the
Covid-19 pandemic, so that the percentage of poor people in Indonesia managed to decrease
until March 2022. However, the percentage of poor people increased again in September 2022
due to the increase in fuel oil (BBM), which resulted in increasing prices of basic commodities
and layoffs (Shafarani et al., 2023).

Poverty is getting worse with the increase in prices of basic commaodities, while people's
income has not increased significantly. The government has taken various steps to tackle
poverty, which aims to reduce the level of poverty in Indonesia.In Islam there is an instrument
that can help overcome the problem of poverty, namely zakat. Islam makes zakat an instrument
to ensure income balance in society. This means that not everyone is economically capable,
because some of them are poor or needy. Expenditures from zakat are minimal expenditures to
make income distribution more equal. With zakat, poor and needy people can get out of the
circle of poverty (RatnaSari & Firdayetti, 2019).

Distribution of zakat funds is one method that can be implemented to reduce the level of
poverty in Indonesia. This cannot be separated from the existence of good zakat management,
where zakat management according to Law no. 23 of 2011 article 3 paragraph 2 aims to
increase the benefits of zakat to be able to overcome poverty. So, with this goal, it is hoped that
zakat management institutions can improve zakat services effectively (right on target) and can
be used to encourage the programs of zakat amil institutions to further develop and improve
the welfare of the community (Septiani et al., 2022).

Based on the results of research on the influence of zakat, infaq and alms (Z1S) conducted
by (Lapopo, 2012), it has a negative and significant effect on reducing poverty levels, but the
effect is still small. This small influence is due to the inefficient collection and distribution of
zakat. In contrast to research results (Beik, 2009) showing that ZIS has a positive impact on
reducing poverty, because if zakat is not distributed, the depth of poverty will not decrease and
may even increase. Meanwhile, research conducted (Ramadhan & Mariyanti, 2013) shows that
Z1S does not have a significant effect on reducing poverty levels in Indonesia, this is due to the
distribution of funds not being on target, lack of coordination and synergy between ZIS
management institutions, and poor institutional capacity limited.

The next indicator that can reduce poverty is local taxes. Taxes are the country's main
source of income, used to fund various needs such as health services, education, infrastructure
and other public services. This is expected to reduce poverty in Indonesia. The central and
regional governments are working together to increase the effectiveness of tax management.
(Shafaraniet al., 2023). In several studies examining the effect of taxes on reducing poverty
levels, it shows that tax revenues by the state influence the reduction in the number of poor
people, this is because increasing tax revenues give the government more space to implement
social security policies that improve the welfare of its citizens. (Akhadi, 2022; Matitaputty et
al., 2021; Shafarani et al., 2023). Meanwhile, research results (Prasetiyoet al., 2012) shows that
regional taxes do not significantly influence poverty levels. This is due to the possibility that
regional taxes and regional levies have not been fully focused as poverty reduction activities.

Apart from that, other steps taken by the government to reduce poverty levels in
Indonesia are by providing subsidies in the form of direct cash assistance and in the form of
basic food items, as well as school operational assistance to overcome poverty both in urban
and rural areas. The government carries out its duties as a mediator for the allocation of taxes
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and subsidies (Ramadhan & Mariyanti, 2013). In research conducted (Carolina, 2022), the
research results show that subsidies have a positive and significant effect on poverty, meaning
that when subsidy spending increases, poverty increases. This shows that the subsidy budget
provided by the government is not well targeted, whereas research conducted by
(Kristinawatiand hasl., 2018) said that subsidies have a negative and significant effect on
reducing poverty levels in Indonesia. This is because with subsidies it is hoped that people,
especially those with low incomes, can reach basic needs. In contrast to research conducted by
(Misdawita & Sari, 2018), it does not have a significant effect, because the distribution of
subsidies from the government to the community is not effective in reducing poverty.

Zakat, Infaq and Alms (ZIS), taxes and subsidies have an important role in helping to
overcome poverty in Indonesia. The combination of ZIS, taxes and subsidies can be an
effective instrument in poverty alleviation. However, its effectiveness depends on the
efficiency of fund distribution, coordination and synergy between related parties, and the
involvement of poor communities. With good and targeted management, ZIS, taxes and
subsidies can help achieve sustainable development goals, namely poverty alleviation. It is
hoped that this research can contribute to understanding the influence of Islamic economic
instruments and fiscal policy instruments in overcoming poverty in Indonesia. It is hoped that
the results of this research can help the government and related institutions in formulating
policies and as work material for more effective poverty alleviation programs.

2. Literature Review

Poverty is still a crucial problem in various countries, including Indonesia. Poverty is a
condition caused by a system that is unable to make automatic adjustments, giving rise to an
imbalance between consumption and production in society, which has an impact on the
emergence of inequality among marginalized groups of society (Shafaraniet al., 2023). Efforts
to reduce poverty levels require strategymulti-faceted, including through fiscal policies, such
as taxes and subsidies, as well as instrumentsphilanthropy such as Zakat, Infaq and Alms (ZIS)
(Ramadhan & Mariyanti, 2013). Among the many challenges faced in alleviating Indonesia's
poverty rate, the development of research regarding the analysis of the influence of taxes,
subsidies, and zakat, infag, alms (ZIS) has been widely carried out, because it has an
importance that can help formulate more effective policies and programs. The results of this
research It is hoped that it will be useful for various parties in efforts to reduce poverty
(RatnaSari & Firdayetti, 2019).

From an Islamic perspective, there are indicators that can help reduce poverty, namely
zakat, infaq and alms (ZI1S). Zakat According tosect Maliki defines zakat as giving out a portion
of special assets that have reached the nisab (minimum quantity limit).required zakat) to people
who are entitled to receive it. Zakat is one of the pillars of Islam, for a Muslim it is an obligation
that must be carried out solely as a servant's devotion to the Almighty Almighty. Zakat is an
obligation that must be fulfilled by every capable Muslim (muzakki) to be distributed to other
less fortunate Muslims (mustahik). Etymologically, zakat means the word development (an-
man), sanctify (at-thaharatu) and blessing (al barakatu). Meanwhile, terminologically, zakat
means giving away part of one's assets with certain conditions to be given to certain groups
(Mustahik) with certain conditions (Munandaret al., 2020).

According to research (Aghustin & Cahyono, 2020; Bouananil & Belhadj2, 2012;
Islamiyati, 2020; Putriet al., 2020; Kholid, 2020; Julianaet al., 2020) ZIS has a negative and
significant influence in reducing poverty, which is because the higher the zakat funds
distributed will reduce the level of poverty and inequality, this condition is supported by public
awareness to fulfill the obligation to pay zakat as ordered by the Islamic religion. Research
(Nafi‘ah, 2021; Tamimi & Syarbaini, 2023) shows that ZIS has a positive and significant
influence on reducing poverty levels, this is because the distribution of ZIS is not evenly



“Shaping the Sustainable Future:
Trends and Insights in Economics, Business, Management, and Information Technology” | 193

distributed and is not on target. Meanwhile, in other research, ZIS does not have a significant
effect on poverty, this is due to the unequal distribution of ZIS and also that most poor people
feel that they have enough to depend on other people’s gifts for their needs without making any
effort to rise from poverty (Islami & Fitrianto, 2023; Novaliaet al., 2020; Widiastuti & Kosasih,
2021; Wulandari & Pratama, 2022).

Viewed from the regional revenue side, tax is one indicator that can influence the
reduction in levelspoverty. According to Law Number 6 of 1983 concerning General
Provisions and Procedures for Taxation as stated in Law Number 16 of 2009 in article 1, which
states that tax is a mandatory contribution to the state that is owed by an individual or entity
that is coercive based on Law. Invite without receiving direct compensation and use it for state
needs for the greatest prosperity of the people. Taxes have a very vital role in a country, without
taxes the life of the country would not be able to run well. Infrastructure development,
education costs, health costs, fuel oil (BBM) subsidies, payments for state employees and
construction of public facilities are all financed from taxes. The more taxes collected, the more
facilities and infrastructure will be built (Law No. 6, 1993).

There are several studies that examine the effect of taxes on reducing poverty levels.
According to research conducted by (Goderis & Vlekke, 2023; Lisnaet al., 2013a; Lustig et al.,
2013) research results show that taxes have a significant impact in reducing poverty. According
to (Goderis & Vlekke, 2023; Lustiget al., 2013) this is because direct taxes tend to be
progressive in all countries, so they can help reduce income gaps and provide additional income
for those in need. Meanwhile, according to (Lisnaand hasl., 2013) because regional taxes can
increase regional fiscal revenues, which can then be used to finance development programs
that have a direct impact on improving the welfare of the community, especially those in
conditions of poverty. Then research on the relationship between taxes and people's prosperity
was carried out by (Vatavuet al., 2019) which shows that tax revenues influence the level of
welfare of a country's residents. In research (RatnaSari & Firdayetti, 2019) import taxes have
a significant influence on poverty with a positive relationship. Meanwhile at (Effendiet al.,
2006) said that taxes do not have a significant effect on reducing poverty levels because
taxpayer compliance is still low.

Another indicator that can influence the reduction of poverty levels is the distribution of
subsidy funds to the community on target. Subsidies are a form of encouragement given by the
government to some citizens which can reduce the price paid by consumers for an object
because the government helps reduce production costs. The purpose of subsidies is to help
market mechanisms run better with methods provided by the government for the poor and
underprivileged and by correcting market failure mechanisms by producing efficient allocation
of goods and services (Triest, 2009). Subsidy policy is currently part of fiscal policy because
the government always allocates the state budget for subsidy programs. The subsidy budget
consists of two, namely energy subsidies and non-energy subsidies. The subsidy policy is also
in the Regional Revenue and Expenditure Budget (APBD). The government needs to provide
subsidies carefully and on target so that the objectives of the subsidies are achieved for
equitable development (Carolina, 2022).

According to research (Dartanto, 2013; Safitri et al., 2022; Sari & Marissa, 2023; Khairi
& Aidar, 2018) subsidies have a negative and significant effect on poverty, which means that
if subsidies increase, poverty will decrease, on the other hand research(Bakar et al., 2023;
Delvia & Aliasuddin, 2020; Paramita et al., 2020; Prasetyo & Cahyani, 2022) found that
subsidies do not have a significant impact because the distribution of subsidies from the
government is not evenly distributed so it is not effective in reducing poverty.
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3. Research Methods

In this research, the method used to analyze the influence of Zakat, Infaq, Alms Tax
(ZIS), taxes and subsidies on reducing poverty levels in Indonesia is using an explanatory and
descriptive approach. Explanatory research is research that aims to test a theory or hypothesis
in order to strengthen or perhaps reject the theory or hypothesis from existing research results.
Meanwhile, the descriptive approach according to Kotleret al. (2006), states that descriptive
research is research whose aim is to explain (describe) a phenomenon.

This research uses secondary data in the form of panel data obtained from the annual
reports of the Central Statistics Agency (BPS), financial reports of the Directorate General of
Financial Balance (DJPK), and the National Zakat Amil Agency (BAZNAS), from 2018 to
2022, consisting of 34 provinces. In Indonesia. The dependent variable in this research is the
poverty level, while the independent variables are ZIS (zakat, infag, alms), taxes and subsidies.
In this research, the panel data regression analysis method is used to determine the influence
of zakat, infaq and alms (ZIS), taxes and subsidies on reducing poverty levels in Indonesia.
The stages in linear regression using panel data are as follows:

3.1. Model Estimation Test

In panel data regression, three (3) tests are used to determine the estimation model, namely
common effect, fixed effect dan random effect. To choose the most appropriate model, several
tests can be carried out, including (Widarjono, 2009): testchow that is, it is a test to determine
what the model is Common Effect or Fixed Effect which is most appropriate to use in
estimating panel data. Then testhausman namely statistical testing to choose whether the
modelFixed Effect orRandom Effect the most appropriate one to use. As well aslagrange
multiplier (LM), namely, a test to find out whether the modelRandom Effect better than
methodCommon Effect which will be used.

3.2. Classical Assumption Tests

The classical assumption test according to Gujarati (2013) aims to ensure that the research
results are valid with the data used in theory is unbiased, consistent and efficient estimation of
the regression coefficient (Febriana & Yulianto, 2017). The classic assumption test in panel
data regression includes a multicollinearity test which is said to be passes the test if all
dependent variables <0.85, and heteroscedasticity test where all independent variables must
have a probability value <0.05Table 1

3.3. Significance Test

The results of the significance test are obtained from testing the statistical criteria as
measured by the value of the partial test (t-Statistic), simultaneous test (F test), test the
coefficient of determination (R2). The t-statistic test is carried out to test the research
hypothesis regarding the effect of each independent variable partially on the dependent variable
by making a decision by looking at the significance value in the probability table, with a
significance level of 5% (a = 0.05). Then the simultaneous test (F test) shows whether all
independent variables in the model have a joint influence on the dependent variable with a
significance of 5% (o = 0.05). While the coefficient of determination (R2) test is to see how
much the proportion or percentage of the influence of the independent variable on the
dependent variable is seen from the Adjusted R-Square value.
The Regression Model used in this study is as follows:

Povy = Bo + B1ZIS;c + B2 Tax;; + B3Subj+ p;;

Pov : Poverty (thousands)
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ZIS : Zakat, Infag, and Sadagah (billion Rupiah)
Tax : Tax (billion Rupiah)

Sub : Subsidy (billion Rupiah)

w  : Periodterror

It :Panel data

4. Research Findings and Discussion
4.1 Model Estimation Test Results

The regression model estimation method using panel data can be done using three
approaches, namelyCommon Effect Model, Fixed Effect Model (FE), danRandom Effect
Model (RE). To choose the most appropriate model, there are several tests that can be carried
out, namely the Chow, Hausman and Lagrange Multiplier tests.

Table 4.1. Test results Chow

Effect Test Statistic d.f. Prob.
Cross-section F 280.848949 (33,133) 0.0000
Cross-section Chi-squere 723.898054 33 0.0000

Source: Data processed by the author, 2024

Based on the test results it can be seen that the testchow has a probability outcomechi-
square smaller than 0.05 (prob. 0.000 < 0.05) so it can be said that the best model test is the
modelfixed effects models.

Table 4.3. Hausman Test Results
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section Random 107.617736 3 0.0000
Source: Data processed by the author, 2024

Based on the table above, the tests that have been carried out produce probability
valuesCross Section Random < 0.05. Thus, the correct model to use isfixed effect model. After
testchow andhausman done, it is known thatfixed effect model was chosen to be the most
appropriate model for this research, so there was no need to carry out testslagrange multiplier.

4.2 Classic Assumption Test Results

The classical assumption tests that are commonly used are the normality test,
multicollinearity test, heteroscedasticity test, and autocorrelation test. In this research, the
classical assumption tests used are, multicollinearity test, and testheteroscedasticity just
because of the dataused in this research is panel data.

Table 4.3. Multicollinearity Test Results

ZIS Tax Subsidy
0.704092 1.000000 0.583804
0.723731 0.583804 1.000000
1.000000 0.704092 0.723731

Source: Data processed by the author, 2024

The multicollinearity test is carried out to test whether there is a correlation between the
independent variables or independent variables in the regression model. The correlation
coefficient of ZIS (x1), tax (x2), subsidies (x3) must be <0.85, so based on table 4.4 all
independent variables pass the multicollinearity test.
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Table 4.4. Test resultsHeteroscedasticity

Variable Coefficient Std. Error t-Statistic Prob.
C 2.144620 18.16541 0.118061 0.9062
ZIS 1.29E-11 1.02E-11 1.258422 0.2104
Tax 0.004589 0.003036 1.511596 0.1330
Subsidy -0.032454 0.016479 -1.969432 0.0510

Source: Data processed by the author, 2024

Based on the probability value in table 4.4 where the probability of the independent
variable must be > 0.05, then table 4.4 above shows that the variables ZIS, taxes, subsidies do
not show symptoms of heteroscedasticity.

4.3 Data Regression Analysis ResultsPanel

The panel data regression model is a regression model used to determine the influence of
one or several predictor variables on a response variable with a data structure in the form of
panel data. Panel data is a combination of cross-section data and time series data.

Table 4.5. Results of Panel Data Regression Analysis Using Fixed Effect Models

Variables Coefficient Std. Error t-Statistic Prob.

C 823.9625 36.01975 22.87530 0.0000

ZIS 7.4E-11 2.03E-11 3.659003 0.0004

Tax -0.010907 0.006020 -1.811651 0.0723

Subsidies -0.041012 0.032675 -1.255138 0.2116
R Squared 0.996100 Mean Dependent Var 768.1471
Adj.R-S 0.995045 S.D. Dependent Var 1068.366
F-statistic 943.6777 Durbin-Watson stat 1.935060

Prob(F-statistic) 0.000000

Source: Data processed by the author, 2024

4.3.1 Partial Test (t-Statistics)

Based on the regression results from table 4.5 above with a significance level of a = 5%,
the results obtained show that ZIS has a significant positive influence with a probability value
of 0.0004. The coefficient value is 7.43, indicating that when ZIS increases by 1 log, it will
cause an increase in the poverty rate of 7.4%.

Then the tax variable has a negative influence but is not significant with a probability of
0.07. The coefficient value - 0.010907, shows that every 1 log increase in local taxes will cause
a decrease in the poverty rate by 1% in Indonesia.

Subsidies have a negative and insignificant effect with a probability of 0.2116 on
reducing poverty levels.Mark The coefficient is -0.041012, indicating that every 1 log increase
in subsidies will cause a decrease in the poverty rate by 1% in Indonesia.

4.3.2 Simultaneous Test (F Test)

The results of the research panel data regression analysis in table 4.5 produce an F
statistical value 0f943.6777 with valueProb(F-statistic) 0.000000 < 0.05. This means that the
variables taxes, subsidies, zakat infaq and alms influence the reduction in poverty levels in
Indonesiasimultaneous or together.

4.3.2 Coefficient of Determination Test
The results of the regression analysis in table 4.5 show the coefficient of determination
which is known through the value atAdjusted R-Square, that is, as big as0.995045 which means
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that the independent variables tax, subsidies, zakat, infaq and alms influence the dependent
variable, namely poverty by 99.6%, while the other 0.4% is influenced by other variables not
included in the research model.

4.4 Discussion

Based on the test results carried out by the author, it shows only one out of threevariable
researched which has a significant influence on reducing poverty levels in Indonesia, namely
the zakat, infaq and alms (ZIS) variables. Zakat, infaq and alms (ZIS) have a positive and
significant influence on reducing poverty in Indonesia. This is in line with research conducted
by (Nafi'ah, 2021; Tamimi & Syarbaini, 2023) showing that ZIS has a positive and significant
influence on reducing poverty levels, this is because the distribution of ZIS is not evenly
distributed and is not on target.

The ZIS variable has an important role in helping the government eradicate poverty in
Indonesia. With targeted distribution and effective empowerment programs, ZIS can help the
poor and mustahik improve their standard of living and get out of the poverty line. However,
the influence of ZIS on reducing poverty levels can have a positive and significant relationship.
There are several possibilities why ZIS can have a positive and significant influence on poverty
levels, which means that if ZIS rises, then poverty also rises. These possibilities include ZIS
distribution that is not on target, multiplication of poverty (poverty trap), economic crisis,
natural disasters, and low economic growth. It is important to ensure that ZIS is distributed in
an appropriate manner and used productively so that it can provide maximum benefits for the
poor. The relationship between ZIS and poverty levels is complex and multidimensional.
Further research is needed to understand how ZIS can be used optimally to achieve poverty
alleviation goals.

Meanwhile, the tax variable has a negative and insignificant effect on reducing
Indonesia's poverty level. This is in line with the results of research conducted by (Prasetiyo,
2004).shows that local taxes do not significantly affect poverty levels. There are several factors
that cause taxes to not have a significant impact on reducing poverty levels, firstly, high income
inequality means that most taxes only come from the upper middle or rich groups, so their
impact on poverty alleviation is very limited. The second factor is leakage and inefficiency in
tax collection and use, causing the tax's potential for poverty alleviation to be limitedoptimized
apart That's the third factor, namely that the programs implemented in the context of poverty
alleviation are not evenly distributed and are still not well targeted and effective (Ministry of
Finance, 2023).

Similar to taxes, the subsidy variable in this study also has a negative and insignificant
effect on reducing poverty levels. This is in line with research conducted by (Bakar et al., 2023;
Delvia & Aliasuddin, 2020; Paramita et al., 2020; Prasetyo & Cahyani, 2022) which states that
subsidies do not have a significant impact because the distribution of subsidies from the
government is not evenly distributed so that not yet effective in alleviating poverty. According
to the author's analysis, the reason subsidies have not had a significant impact is because the
subsidies distributed are not on target, resulting in subsidies being enjoyed by groups of people
who are not poor, such as energy subsidies which are enjoyed by all groups. In addition,
inefficiencies resulting from inappropriate subsidy pricing and lack of supervision, as well as
large fiscal burdens for the government can hamper other development programs. The
unsustainability of subsidies in the long term is also a factor in the ineffectiveness of subsidies
in alleviating poverty due to fluctuations in commodity prices and limited government
resources (Hantoro, 2019).
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5. Conclusion

Based on the research results described above, it can be concluded that one of three
variablesindependent. The research studied partially influences the reduction of poverty rates
in Indonesia, namely the zakat, infaq and alms (ZIS) variables, which have a positive and
significant influence. This is due to well-targeted distribution and effective empowerment
programs, ZIS can help the poor and mustahik improve their standard of living and get out of
the poverty line. Meanwhile, the tax and subsidy variables have a negative effect, but are not
significant in Indonesia. This is because high income inequality means that most taxes only
come from the upper middle or rich groups, so that their impact on poverty alleviation is still
very limited. Apart from that, there are subsidieschanneled not on target, resulting in subsidies
being enjoyed by non-poor groups of people. Simultaneously, zakat, infaq and alms (ZIS),
taxes and subsidies influence the reduction of poverty rates in Indonesia.
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