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Abstract

The primary objective of this thesis is to develop a conceptual model which will help to
understand individuals’ monetary donations to Charitable Organisations (COs) in Saudi
Arabia. Although individuals are one of the main funding sources for many COs, research
in this area is limited. Most of the previous studies have been conducted in Western countries
and they have principally investigated the relationship between individuals’ demographic
characteristics and their monetary donation behaviour. The present study fills the gap in the
literature by conducting a substantive research on Muslim donors’ behaviour. This study
examines Saudi individuals’ intentions and the extent to which these intentions are related
to individuals’ self-reported donation to COs. It also investigates the role of individuals’ trust
in the COs, as well as their behavioural differences with regards to the level of their religiosity
and demographic characteristics (e.g. income, age and gender).

Structural Equation Modelling (SEM) is used to rigorously test the validity of the
measurement models in order to examine the comprehensive set of hypothesised
interrelationships among the variables and their comparative effects on individuals’
intentions and self-reported monetary donation to COs. The data were collected through
drop off questionnaires. A survey was administered to a convenience sample of respondents
and 221 completed questionnaires were received.

Firstly, the empirical results show that behavioural intention to donate to COs
translate over time into self-reported behaviour. Secondly, they show that attitudes toward
helping others and attitudes toward giving monetary donation to COs have a significant
effect on behavioural intention. Thirdly, moral responsibility and social norms have a
significant impact on behavioural intention. Fourthly, perceived behavioural control has a
significant impact on behavioural intentions but not on self-reported behaviour. Fifthly, trust
in COs has a significant impact on both behavioural intention and self-reported behaviour.
Sixthly, an individual’s perceptions of the ability, integrity, and benevolence of COs are direct
antecedents of his or her trust in the COs, making trust a multi-dimensional construct.
Seventhly, an individual’s trust disposition has a direct impact on his or her behavioural
intention. And finally, Saudi individuals do not differ in their monetary donation behaviour
on the basis of their religiosity and most of the demographic characteristics.

The main theoretical implication of the study is that while the theory of reasoned
action and the theory of planned behaviour are useful in explaining Saudi individuals’
monetary donation behaviour to COs, extending the theory to include the combined effect
of new variables and moderators increases our understating of the underlying phenomenon.
An individual’s monetary donation behaviour is still a complex, elusive, yet extremely
important phenomenon. The model proposed and validated in this thesis advances the
theory and research on monetary donations to COs and provides a comprehensive
understanding of donors’ behaviour for practitioners in charitable and not-for-profit
organisations.

Keywords: individuals’ monetary donation, Saudi Arabia, donation behaviour, trust in

charitable organisations, perceived ability, perceived integrity, perceived benevolence, trust
disposition, moral responsibility, TPB, TRA, structural equation modelling, SEM
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CHAPTER

ONE

1. Introduction

“You will never attain Paradise until you spend benevolently out of what you love ”
(The Holy Qur’an, Chapter 3: 93)

Individuals comprise a significant share of the monetary donation market, as a result they
are the most generous supporters of charitable organisations (COs) (Breeze, 2006; NCVO
and CAF, 2012; Giving USA, 2013). The literature emphasises the importance of
understanding an individual’s behaviour regarding monetary donation. Previous research
provides explanations for individual’s monetary donations; however, these explanations are
dominated by scientific disciplines, such as psychology, society and economics. Many
researchers have called for a comprehensive understanding of individual’s monetary
donation behaviour by including different but related factors (Sargeant, 1999; Bekkers and

Wiepking, 2011). This dissertation aims to answer these calls.

The main objective of the study is to develop a comprehensive model of an
individual’s monetary donation behaviour to COs by integrating personal, social and
organisational factors that influence individuals when donating money to COs in the context
of Saudi Arabia and the countries of the Gulf Co-operation Council (GCC), namely Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates. This study contributes
to the literature by testing the explanatory capability of well-established theories such as the
Theory of Research Action (TRA) and the Theory of Planned Behaviour (TPB). In
particular, the study expands the TPB model outside its original Western context, thus filling
a gap in the literature. By enhancing the understanding of current donors’ behaviour, the
comprehensive model provided in this study will also help marketers and practitioners in the
charitable sector to attract and retain donors.


http://en.wikipedia.org/wiki/Bahrain
http://en.wikipedia.org/wiki/Kuwait
http://en.wikipedia.org/wiki/Oman
http://en.wikipedia.org/wiki/Qatar
http://en.wikipedia.org/wiki/Saudi_Arabia
http://en.wikipedia.org/wiki/United_Arab_Emirates

This chapter introduces the reader to the context and structure of this dissertation.
The chapter is divided into eight sections. The first section provides an overview of the
context of the research. The second section provides the theoretical foundation of the
research topic. The rationale of the research is discussed in the third section, followed by
specifying the objectives in the fourth section. The fifth section outlines the research
questions. The sixth section describes the methodology and sampling method that are used
and section seven summarizes the contributions. Finally, section eight highlights the

structure of the dissertation.

1.1 Research Context

1.1.1 The Charitable Organisations Sector

In the area between private and domestic space and the market and the state, it is possible
to identify a diverse range of organisations that are often called the third sector or the non-
profit, charitable, voluntary or independent sector (Morris, 2000); however, there is still a
considerable debate over an accepted universal definition for this sector. The sheer diversity
of the organisations that may be considered part of this sector means that it is difficult to
capture the entire sector within one definition.

The Johns Hopkins Comparative Non-profit Sector Project (JHCNSP) by Salamon
and Anheier (1997) is a major contribution towards the development of a common definition
of the non-profit sector. The project was launched in 1990 to inquire into the scope,
structure, history, legal position, and role of the non-profit sector outside both the market
and the state, in a broad cross section of nations. According to Salamon and Anheier (1997)
a Non-Profit Organisation (NPO) is an organised, private, non-profit distributing, self-
governing, and voluntary organisation.

Kendall and Knapp (1995) argued that Salamon and Anheier’s (1997) definition is
too broad for application to some countries because it includes areas of activity that are in
reality part of the state provision (e.g. universities and schools) and includes business wise
bodies (e.g. trade unions and business associations) which are not generally regarded as
having characteristics associated with more traditional COs.

Thus, Kendall and Knapp (1995) define COs as formal, self-governed, separate from
government and business, non-profit distributing, benefiting from philanthropic donations

and voluntarism, and are not political or religious organisations. Oster (1995) proposed five



characteristics for COs that distinguish them from other organisations. First is that COs are
mission driven organisations. COs strive to implement a social mission while the common
objective shared by most commercial organisations is making a profit. Second, volunteerism
is a key component for COs. People (in general) perform voluntary activities through COs
and NPOs, not through governmental or commercial organisations (Bloom and Kilgore,
2003). Third, the disconnection between the purchasers and the users means that the
purchaser and the user of a CO are not the same individual, which is in contrast to the
majority of commercial transactions (Liao, Foreman and Sargeant, 2001). The CO'’s
purchasers are individual or institutional donors while their users are the recipients of the
goods or services provided by the CO. The distance between the donors and those who
receive the charity means that the donor’s trust in the CO is critical (Richie, Swami and
Weinberg 1999). The donors must place their trust in the COs ability to carry out its mission
successfully (Laidler-Kylander, Simonin and Quelch, 2007). Fourth is that COs is an
independent from government. The relationship between COs and government can take
three forms, which are: supplementary to government, complementary to government, or
adversarial to government (Yong, 2000). In the supplementary model the COs are seen as
fulfilling the demand for public goods that have been left unsatisfied by the government. In
the complementary view the COs are seen as partners to government, helping to carry out
the delivery of public goods that are largely financed by government. In the adversarial view
the COs provoke the government to make changes in public policy and maintain
accountability to the public. Reciprocally, the government attempts to influence the
behaviour of COs by regulating their services and responding to their advocacy initiatives.
These types of relationship between the COs sector and governments are dynamic and differ
from one country to another, subject to many elements (such as a country’s history, political
system, and economic status).

The final characteristic of COs is that their sources of funds mean that COs, in
general, are dependent on external sources to obtain the financial funds that allow them to
accomplish their charitable missions. Although the government can often be included as one
of the external sources to fund the COs, the nature of the government-charity relationship
impacts on governmental support as well as other sources of COs funding. People tend to
reduce their donation to the COs when the governments increase their funding by awarding
grants or contacts; however, if there is a decrease in government grants and contracts, then

this may persuade donors to increase their contributions (Khanna and Sandler, 2000).



Generally, when governments start to shrink their funding this makes the COs rely
more and more on other sources of funding. In addition to government funding, the COs
can attract funding from private contributions and autonomous income. Private
contributions include donations from individuals, legacies, foundation or trust grants, and
corporate donations while autonomous income is generated from the sales of goods or
services, the income from rents and investment, and tax benefits (Sargeant and Woodiffe,
2005). However, individuals remain the major funding resources for most COs. The next

section discusses the individuals’ donation.

1.1.2 COs and Individual Donations

One of the characteristics that distinguishes COs from governmental and commercial
organisations is their relative dependence on financial donations (Okten and Weisbrod 2000;
Notarantonio and Quigley 2009). Financial funding for COs is received from various sectors
of society, specifically from individuals, corporations, charitable foundations (or trusts) and
governments (Barman, 2007). Some types of organisations generate funds from membership
fees and investments or sale activities. For example, Figure 1.1 shows the various sources of
donations for US COs in the year 2012. It can be seen from these figures that individual

monetary donation is the main source of charity funding in the US.

Figure 1.1: US 2012 Donation by Sources of Contribution
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Over the past three decades, US individuals have been the source of more than 72% of
charitable donations, providing $227.68 billion in 2012 alone for charitable causes (Giving
USA, 2013). In the UK, 55 % of British adults give to COs and the total amount of their
giving reached more than £9 billion in 2012 (NCVO and CAF, 2012). Table 1.1 illustrates
the level of support from British adults to COs over the three years between 2010 and 2012.

Table 1.1: Individual monetary donations in the UK between 2010 and 2012

2010 2011 2012
Proportion of adults giving (%) 56 58 55
Estimated total annual amount of donation (Eb) 10.6 11 9.3

Source: (NCVO and CAF 2012)

An individual's monetary donations have come to be seen as a key social indicator, shedding
light on levels of selfishness, public spiritedness, faith and trust, and on the state of social
capital at any given time (Sargeant, Lee and Jay, 2002). However, even with the generosity
of individuals, many COs currently face many challenges to gain enough funding to continue
to run their activities and achieve their charitable goals. The continuous growth in the
number of COs, the increasing demand on their services, the steady decline in the average
level of giving, and the shrinking of government funding make the donation market very
competitive (Sargeant, Lee and Jay, 2002; Shelley and Polonsky 2002; Reed, Aquino and
Levy, 2007).

The competitive environment that COs work in emphasises the necessity of
understanding the charitable donation behaviour of individuals because they are still the
principle source of financial funds in order to attract more donors and to keep them loyal.
Like any other human behaviour, monetary donation behaviour is complex (Bennett and
Gabriel, 2000; Ting-Yuan Ho, 2006). Efforts to gain a better understanding of an individual’s
monetary donation behaviour and to provide insight into the factors influencing it emphasise
the significance of this topic (Webb, Green and Brashear, 2000). Monetary donation
behaviour has attracted the attention of many researchers worldwide (e.g. Supphellen and
Nelson, 2001; Bennett and Choudhury, 2009). However, in Saudi Arabia the case is not the

same. Although Saudi COs gain most of their funds from individuals, the topic of



individuals’ monetary donation behaviour in Saudi Arabia in its infancy stage and there are

very few (if any) studies investigating this topic.

1.1.3 The COs Sector in Saudi Arabia

Charitable and voluntary activities are a core aspect of Saudi society. Both Islamic principles
and Arab culture motivate many of the members of Saudi society to help needy people
(Kozlowski, 1998). Saudi individuals, in general, are proactive in carrying out charitable
activities with regard to their families, their local communities, and even to needy people
across the world. Saudi Arabia is a large country of 1,335,000 square miles. It has population
of 24.8 million. A total of 51% of Saudis are male and 49 % are female. A total of 44% of
the Saudi population are aged between 15 and 39 (Central Department Of Statistics and
Information, 2012). Saudi COs are regulated by many governmental bodies. The main
regulators are the Ministry of Social Affairs and the Ministry of Islamic and Wagqf Affairs
(Alfawaz, 2009). In addition to local charities, a few international charities are active in Saudi
Arabia (most of which fall under the remit of the Muslim World League).

Saudi COs are distributed across all of the thirteen regions of Saudi Arabia. More
than 50% of the Saudi population are centralised in Riyadh, Makah’ and the Eastern region
(Ministry of Social Affairs, 2012). Consequently, the majority of large Saudi charities are
located in Riyadh, the capital city (Alfawaz, 2009). Although the oldest formal Saudi charity
was established in 1962, the growth of the charitable sector in Saudi Arabia has not been
gradual. For example, in 2001 there were only 198 Saudi COs. In recent years this number
has increased sharply, and in 2012 there were around 750 Saudi COs (Ministry of Social
Affairs, 2012). The main characteristics of the Saudi charitable sector are that it is currently
dominated by religious motivations (Hassan, 2010), the founders have a considerable
influence on a CO’s management, the COs have weak organisational structures (Almulhem,
2004), there is a similarity of services and it occasionally suffers from links with terrorism
(Ibrahim, 2005).

Funding resources for Saudi COs include individuals, corporations and the
government. Individuals are the most generous donors in Saudi Arabia (Alshareef, 2008).

Unfortunately, there is currently not enough research in the Saudi context to help
Saudi COs to understand the monetary donation behaviour of individuals (Ibrahim, 2005).
The majority of the few previous studies on charitable behaviour have focused on blood or
organ donation; however, monetary donation behaviour differs significantly from these two
charitable behaviours. The many aspects that differentiate Saudi society from other societies



are likely to influence the Saudi individuals’ monetary donation behaviour. These include the
effect of increased oil prices on incomes, the domination of the Islamic religion in Saudi
people lives, and the recent growth of Saudi COs.

Bekkers and Wiepking (2007), who reviewed more than five hundred studies on
charitable donation literature, emphasise that the social context in which decisions on
charitable contributions are made is a very important factor (if not the most important factor)
that determines the outcome of these decisions. In line with this argument, this dissertation

devotes Chapter Two to explain donation in the context of Saudi Arabia.

1.2 The Background to this Research

The background to charitable behaviour is based on the concept of altruism. According to
Bierhoff (1987), altruism means helping others voluntarily without the expectation of earning
a reward from external sources. A number of studies indicate altruism as a motivating factor
for charitable behaviour (Polonsky, 2003; Hall, 2006; Manner and Galliot, 2007). However,
while altruistic motivations play an important role in giving, a strong emphasis is also placed
on the impact of egoistic motivations (Polonsky, Shelley and Voola, 2002). Becker (1974)
observed that apparent charitable behaviour can be motivated by a desire to avoid the scorn
of others or to receive social acclaim. Social pressure, guilt, sympathy, or a desire for a ‘warm
glow' can all play important roles in charitable behaviour (Andreoni, 1990). The literature
shows that charitable behaviour is often a mix of motivations (Radley and Kennedy, 1995).
Sargeant, Ford, and West (2006b) conclude that there is a significant link between familial
and emotional utilities in charitable donation behaviour. Individual charitable behaviour
serves as an umbrella concept that includes: giving money or “in-kind” donations (Piliavin
and Charng 1990), time (Musick, John and William, 2000), blood (Giles, McClenahan and
Cairns and Mallet, 2004; Reid and Wood, 2008), or body parts (Healy, 2000). Since this study
is concerned with monetary donations, the next section will focus on charitable monetary
donation behaviour.

Monetary donation behaviour has previously been of interest to scholars in the fields
of economics, sociology, and psychology, and they have used different viewpoints to explain
the behaviour (Wang and Graddy, 2008). Influenced by rational choice theory, economists have
often explained monetary donation behaviour as being based on the benefits people receive
through donating, such as tax incentives and the effect of a ‘warm glow’ (Andreoni 1990;

Brown and Landford 1992). For these people monetary donation behaviour is not



considered as purely altruistic; instead, people donate money because they enjoy the pleasure
that derives from the act of presenting a gift. The main critique of the economic model of
monetary donation behaviour is that it overlooks the social construction of individual values.
The expected benefits that an individual enjoys through monetary donation are affected by
his or her social networks, prior experiences and organisational involvement, as well as other
social and psychological factors.

In contrast to the economic perspective, the psychological explanation of monetary
donation behaviour is linked to individual personalities and the perception of COs. The
decision to donate money is viewed as the result of pro-social or altruistic personality
characteristics (i.e. agreeableness, extraversion, and emotional stability), the perceived
efficacy of contributions, and feelings of empathy (Schervish, 1997, Bekkers, 2004).
However, the studies that have been run by psychologists have often used experimental
methods, which may limit their generalisability.

Another significant contribution to our understanding of monetary donation
behaviour comes from the sociological perspective, which emphasises the importance of the
social environment, norms, and social networks in promoting charity. Exposure to requests
to donate, an individual’s organisational involvement, and community size are factors that
have been shown to be associated with the decision to donate (Schervish and Havens 1997).
Although their findings are associated with the impacts of these factors on monetary
donation behaviour, they are not consistent. For example, Schervish and Havens (1997)
found that informal helping behaviour and participation in organisations that serve as
channels for giving and volunteering (especially religious organisations) are strongly related
to monetary donation behaviour, although general levels of social participation are not
related to monetary donation behaviour. Meanwhile, O’Neill (2002) found that for
Californians religious affiliation makes no difference in either the rate or level of donation,
especially when giving to secular agencies.

Despite the differences between these approaches, there is a growing consensus that
it is important to understand all of these facets in order to understand monetary donation
behaviour (Bendapudi, Surendra, Singh and Bendapudi, 1996). Consequently, many
researchers have adopted a multi-disciplinary approach in order to formulate a framework

for monetary donation behaviour.



1.3 Justification for the Research

The literature review (which is described in Chapters Two, Three, Four and Five) indicates
that several previous studies have investigated the individual’s monetary donation behaviour.
For instance, some studies have explored the influence of personal motivations on an
individual’s donation behaviour (Andreon, 1990; Radley and Kennedy, 1995, Bennett, 2003;
Lwin and Phau, 2009). Other studies have investigated the influence of social factors on an
individual’s motivations to give a monetary donation (Carman, 2006; Bartolini, 2005; Smith
and McSweeny, 2007; Croson, Handy and Shang, 2009). Meanwhile, several studies have
examined the impact of institutional characteristics of the COs on an individual's donation
behaviour (Baade and Subdberg, 1996; Sargeant and Lee, 2002a; Venable, Rose, Bush and
Gillbert, 2005). Although the conclusion from these studies has revealed that individual
monetary donation behaviour is a significant area of research, a review of the literature has
found that there are a number of gaps in our understanding of this topic. Firstly, most of the
previous research has focused exclusively on either psychological factors, social factors, or
institutional factors; however, monetary donation is a complex behaviour and a variety of
motivations can drive individuals to donate to COs. A framework is required that can capture
these different factors. Consequently, the present study provides a comprehensive
framework that considers psychological factors (such as attitudes and moral norm), social
factors (such as social norm) and institutional factors (such as a CO’s ability and integrity).

Secondly, instead of helping needy people directly, individuals who give to COs use
them as a vehicle that transfers their financial donation into charitable products or services
that help needy people. This makes an individual’s trust of COs a significant element when
they make a donation decision. Chang (2005) found that in the US the perceived
effectiveness of a CO is an important difference between donors and non-donors. This is
important because donors have no control over the deployment of their donation, nor do
they have a direct way to monitor how the COs uses their donation. Previous researchers
have tended to study the impact of trustworthiness apart of any other factors (e.g. Sargeant
and Lee, 2002b; Burt and Dunham, 2009; Torres-Moraga Vasquez-Parraga and Barra, 2010).
The present study integrates the construct of trust in COs in a revised model of a well-
establish theory (i.e. the TPB). Integrating the trust of individuals in COs in a comprehensive
framework will give a deeper insight into their monetary donation behaviour.

Thirdly, religion is one of the main motivations for an individual’s donation (Hoge
and Yang, 1994; Bekkers and Schuyt, 2008). The evidence indicates that religious persons
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are more generous on average than non-religious persons (Eckel and Grossman, 2004).
However, previous research on the relationship between an individual’s religiosity and their
monetary donation behaviour seems to have been conducted mainly in a Christian or mixed
religion context in the West (see Table 4.1 p: 84). To date, there has been no research
exploring the role of religiosity in an individual’s donation behaviour in the Islamic religion
context. The present study attempts to fill the gap in the literature by investigating the role
of the individual’s religiosity in their monetary donation behaviour in a Muslim country (i.e.
Saudi Arabia and GCC).

Fourthly, the individual's behaviour in charitable giving is influenced by many
factors. A factor that has an impact in one context will not necessary have an impact in
another, especially in a situation where there are differences in culture, religion, political
system and the charitable sector structure. A review of the literature of individual giving
behaviour shows that the majority of the previous literature has been conducted in a Western
context and that very few studies have focused on an individual’s giving behaviour in a
Muslim or Arabic context (Shelley and Polonsky, 2002; Ranganathan and Sen, 2012). Bekkers
and Wiepking (2007) reviewed more than five hundred studies on charitable donation
literature and concluded that the context in which decisions on charitable contributions are
made is an important factor that determines the outcome of these decisions. The present
study attempts to fill the gap in the monetary donation literature by exploring individuals’
monetary donation behaviour in a relatively new context that differs from Western societies
in many aspects (such as religion, culture and welfare). Moreover, studying individuals’
monetary donation behaviour in Saudi Arabia would help in understanding individuals’
monetary donation behaviour in a number of other nations that are similar to Saudi in many
characteristics, such the six GCC nations. All the GCC nations are dominated by one
religion, Islam; one language, Arabic; can be traced back to one route, Arab; are controled
by similar political systems, are rich countries and have similar demographics. For example,
the Gulf nations are young (36-38% of the population in most countries is aged under 15)
and almost 50 % of the population in all GCC countries is female (www. gcc-sg.org, 2013).

1.4. Research Objective

The main objective of the present study is to provide a conceptual model that determines

the drivers of Saudi individuals’ intentions towards giving a monetary donation to the COs
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and their relationship to giving a monetary donation to the COs. Drawing on the Theory of
Reasoned Action (TRA) and the Theory of Planned Behaviour (TPB), the present study
expands the original model by including associated variables with monetary donation
behaviour in order to predict a Saudi individual’s behaviour with regard to donating money
to CO:s.

1.5 Research Questions

The following questions have been formulated to achieve the research objectives:
Research Question 1: How are Saudi individuals’ intentions towards giving
monetary donation to the COs formed? And, to what extent are they related to their

self-reported monetary donation to COs?

Research Question 2: What are the beliefs that Saudi individuals hold about giving
monetary donation? And, how do these beliefs affect their intentions towards giving

monetary donations to the COs?

Research Question 3: What is the role of Saudi individuals’ trust on COs in
developing intentions towards giving monetary donation to these COs? And, how is

this trust formed?

Research Question 4: Are there any differences between segments of Saudi
individuals on the basis of their religiosity and demographic characteristics (i.e.

income, gender, and age)?
1.6 Research Methodology

The conceptual framework for this study was developed and the hypotheses were tested
through the positivist epistemological position and from the ontological position of the
interpretative paradigm. This study had two phases of data collection: a qualitative phase
(which involved interview methods) and a quantitative phase (which was implemented via a
survey questionnaire). Interviews were conducted with the aim of exploring a Saudi
individual’s behaviour of giving monetary donation to COs, to have an understanding on
several concepts (e.g. moral responsibility and religiosity), and to develop items for the survey

questionnaire development.

The data were collected through leave and collect questionnaires and phone
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interviews. A total of 221 completed questionnaires were received and analysed using
Structural Equation Modelling (SEM). This statistical analysis was chosen because it
estimates interrelated dependence relationships in a single model, it has the ability to
represent unobserved concepts in these relationships, and it is able to correct for
measurement error in the estimation process (Hair, Anderson, Tatham, and Black, 2010;
Kline, 2011).

1.7 Contributions of the Present Research

This study makes a contribution to theory and practice by providing a comprehensive
account of individuals who give a monetary donation to COs in Saudi Arabia. The research
contributes to the consumer behaviour and marketing literature by testing the explanatory
capability of established theories such as the TRA and TPB and expanding their applicability
outside their original Western context. In particular, the present study:

1. Develops and validates a comprehensive model and makes an important
contribution to the limited literature on individuals giving monetary donation to
COs. It integrates new variables into well-accepted general models, the TRA and the
TPB, to test their comparative usefulness in a Muslim culture.

2. Examines the effects of attitudes, social norm and Perceived Behavioural Control
(PBC) on an individual’s intention and on the behavioural intention role of predicting
a Saudi individual’'s monetary donation behaviour, which has not been attempted
before.

3. Expands the limited existing research of individuals’ monetary donation to a new
culture, Saudi Arabia, a Muslim country.

4. Contributes to the literature of trust in COs by showing that trust is a multi-
dimensional construct and that the meaning and consequences of trust are better
understood when each dimension is viewed separately.

5. Adds to the religiosity literature by developing a measurement scale to measure the
religiosity in Islamic context, an area that has so far has experienced only very limited
research.

6. Demonstrates support for the hypothesis that there is no difference between
individuals in their giving monetary donation based on their religiosity.

7. Provides a number of implications for COs concerning the use of effective

marketing strategies regarding individuals donors.
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1.8 Structure of this Thesis

To achieve the research objectives, this thesis is divided into eleven chapters. Figure 1.2
illustrates the structure of this thesis:

Figure 1.2: Structure of the Thesis

Chapter 1
Introduction

Chapter 2 Chapter 3 Chapter 4 Chapter 5
An Overview of the Individuals Monetary The Role of Trust in The.Mode,ratmg Role of
Saudi Charitable Donation Behaviour: Individuals’ Monetary Individuals’ Characteristics
Organisations Sector Literature Review Donation Behaviour in Chagta;]ble_ Donation
ehaviour

Chapter 6
‘ Conceptual Development ’

!

Chapter 7
Research Methodology

‘ Chapter 8 ’ ‘ Chapter 9 .
Descriptive Analysis Structural Equation
| ;i |
Chapter 10
‘ Discussion of Results ’
Chapter 11
Conclusions and
Implications

Source: this study
Chapter One introduces the research background, discusses the importance of investigating
the current research and presents the main objective that this study aims to achieve. It also
reviews the adopted paradigm, methodology, research contributions and the structure of the
thesis. Chapter Two presents an overview of the COs sector in Saudi Arabia. The first part

of the chapter is concerned with the historical growth of the Saudi sector. The second part
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focuses on defining the COs in the Saudi context, while the third part highlights the structure
of the Saudi charitable sector. The last part discusses the funding sources for the COs in
Saudi Arabia and the crucial role of individuals in supporting the COs financially. Chapter
Three presents an overview of the research on individuals’ monetary donation behaviour to
COs. The first objective of this chapter is to provide a background of, and to clarify the
definitional ambiguities related to, monetary donation behaviour by proposing a definition
that is specific to the context of individuals’ monetary donation in Saudi Arabia. The second
objective is to critically review and compare the main theoretical models that have been used
in the previous literature to explain an individual’s monetary donations to COs. These
theories include the Social Cognitive Theory (SCT), the Social Exchange Theory (SET), the
TRA, and the TPB. Finally, this chapter aims to propose a theoretical foundation for the
present study. Chapter Four reviews the role of trust in individuals’ monetary donation
behaviour to COs. The main objective of this chapter is to clarify the definition of trust in
the context of an individual’s monetary donation to COs and to propose a model of trust in
that context. Chapter Five highlights the role of moderating variables of individual
differences (i.e. religiosity and demographic characteristics) on an individual’s monetary
behaviour.

Chapter Six develops a theoretical framework for an individual’s monetary donation
behaviour to COs. This chapter incorporates some of the most significant factors affecting
the individuals’ donation behaviour that are reviewed in Chapters Three, Four, and Five. It
then proposes a number of hypotheses for the relationships between these factors. Chapter
Seven outlines a detailed, step-by-step procedural examination of the methodology
employed in obtaining the required information for this empirical research. The aim of this
chapter is to link the proposed conceptual model and related hypotheses developed in
Chapter Six with the empirical results presented in Chapter Eight and Chapter Nine. This
chapter is organised around seven major topics of methodology, which are: research
paradigm, research purpose, research approach, data collection method, research sample,
reliability and validity of the measures and data analysis.

The analysis of data is divided into two chapters. Chapter Eight presents the
descriptive statistics of the data and provides a general picture of the survey participants,
their response to the survey questions and the result of exploratory factor analysis (EFA).
Chapter Nine reports the findings of the Confirmatory Factor Analysis (CFA) and the
findings for the hypothesised relationships using SEM. Chapter Ten provides a discussion
of the key research findings from Chapter Eight and Chapter Nine. Chapter Eleven
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addresses the study implications for research and practice as well as the research
contributions. This chapter also highlights the limitations of this study and it finally provides

some guidance for future research.

1.9 Summary

This introductory chapter has presented a general overview of this research. It has covered
the topics of the research context and it has briefly reviewed the studies in individuals’
monetary donation behaviour. The research objectives, research questions, research
methodology and contribution of the research were then discussed. Finally, this chapter
concludes with a presentation of the thesis structure. Chapter Two focuses on the context
of the research.
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CHAPTER

TWO

2. An Overview of the Saudi Charitable Organisations Sector

This chapter presents an overview of the COs sector in Saudi Arabia through four areas of
focus. The first area is concerned with the growth of the sector from the establishment of
the country in 1932 to the present. The second area focuses on defining the COs in the Saudi
context. The third area highlights the structure of the Saudi charitable sector, including the
links between the sector and the government, the sector’s regulators, the geographical
distribution of the sector, and the classification of the COs within the sector. The last area
discusses the funding sources for the COs in Saudi Arabia and the crucial role of individuals
in supporting the COs financially.

2.1 History of the Saudi Charitable Sector

Charitable behaviour in Saudi Arabia is rooted in the social and religious life of the country.
Arabs tend to consider charitable behaviour as a matter of pride. This is reinforced by Islam
which emphasises this type of behaviour. Much of the charitable behaviour embedded in
Arab Muslims is strongly recommended if not obligatory within Islam. This shapes their
charitable behaviour from emotional response behaviour where one gives money to a needy
person in the street to rational behaviour that helps to make a significant impact in the
community. The Islamic principles also influence a wide range of individual charitable
actions from helping family members, other members of society and the community to
supporting organised collective charitable projects, and from temporary support to sustained
support through an endowment (wagif), an inalienable religious endowment in Islamic law,
typically involving a building, plot of land or cash for charitable purposes.

Charitable movements in Islamic countries peak when the political environment is
stable and when the community closely follows Islamic teachings. During the three main
Islamic Caliphates—the Umayyad Caliphate (661-750), Abbasid Caliphate (750-1258) and
Ottoman Caliphate (1299-1923)—the wagqif was used widely (Alzoheily, 1987). However, the

active charitable movement in the Islamic world faltered under colonization which targeted

18


http://en.wikipedia.org/wiki/Inalienable
http://en.wikipedia.org/wiki/Sharia
http://en.wikipedia.org/wiki/Charitable_trust

the waqif in order to weaken the opposition of religious groups, and the post-independence
governments which effectively nationalized many charitable entities including the wagqif
(Alasraj, 2012). Although this weakened the wagif phenomenon in the Islamic world, many
new forms of charitable activities emerged as a result of global experiences elsewhere
(Alwaihabi, 2007).

The history of the charitable movement in the Kingdom of Saudi Arabia follows a
similar pattern to the rest of the Arab world. The history of the Saudi charitable sector can
be viewed in three stages: 1932-1961 (creation of KSA to the establishment of the Ministry
of Social Affairs); 1961-2001 (from the establishment of the Ministry of Social Affairs to the
events of 9/11); and 2001 to date.

2.1.1 First stage: 1932-1961

1932 saw the establishment of the Kingdom of Saudi Arabia by King Abdulaziz Al-Saud
after several years of fighting. At that time most Saudis were very poor and dependant on
agriculture and building the new country was a major challenge. The weaknesses of state
institutions and the high levels of poverty encouraged people to take care of themselves
through sorts of charitable activities. Therefore, there were attempts to create collective
organised charitable activities, especially in the western part of the Kingdom (Al-Hijaz).
Specific examples included the creation by citizens of Mecca an association to provide a
medical treatment for the injured Saudi solders during the war between Saudi and Yemen in
1934, which was the only charitable association formally approved by King Abdulaziz. The
association was the root of the current Saudi Red Crescent (SRCA, 2013). In 1959 another
charitable association established in Madenah city, followed by establishment of the Safaw
charitable association in the eastern region and the first women’s charitable association in
Jeddah city (Sabbagh, 2012). However, during this stage, the number of the Saudi charities
was little as there was no government body regulating or controlling organised charitable
activities. The milestone of the Saudi charitable sector history was when the Saudi
government delegated the regulation responsibility of the COs to a new governmental body
called the Ministry of Social Affairs in 1961.
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2.1.2 Stage Two. 1961-2001

The number of charitable associations grew gradually from 1932 but the first major change
in the Saudi charitable sector happened in 1961 when the Saudi government established the
Ministry of Social Affairs which became the first and the main regulator for the sector. The
Ministry of Social Affairs took responsibility for developing the sector resulting in a
proliferation of charities. In 1965 the Ministry established the first regulation act to organise
all voluntary and charitable activities; this regulation was updated in 1990, making the
procedure of establishing new CO clear for the Saudi community. In this stage a few
international COs entered the sector. Although the number of the international COs was
limited, Saudi international COs were very large (particularly when compared to the local
charities), and active in response to the various crisis around the Muslim world, and were
able to attract considerable funding.

At the end of the 1990s, the Saudi charitable sector was active and effective both
locally and internationally. However, the sector’s prosperity faced a challenging time in the

wake of 9/11, when it became under the spotlights.

2.1.3 Stage Three. 2001 to Date

The low level of professional practice and the lack of good governance that would enable
Saudi COs to show a high level of transparency in dealing with monetary donations (Al-
Yahya and Fustier, 2011) have made Saudi COs easy targets to accuse of being linked to
financing terrorism. Before 9711, there were no solid and updated governmental regulations
that organised monetary donations in the Saudi COs sector. Act No. 547 in 1976 was the
first regulation issued by the Saudi government that aimed to organise fundraising activities
for Saudi COs (King Khalid Foundation, 2013). Unfortunately, the regulations were not
followed by a proper implementation mechanism and to many cOs they seemed just “ink on
paper”. In the aftermath of the attacks, regulation of the sector and government oversight
increased significantly. Thus, the Ministry of Interior imposed strict reporting rules on all
Saudi COs operating abroad. The rules relating to the banking activities of COs in Saudi
Arabia were first adopted in 2003 and updated in December 2008. In 2003, Saudi Arabia
established a National Commission for Relief and Charity Work Abroad. However, the
Commission was still not fully operational by government (US Government Accountability
Office, 2009). The next step was in 2005, when the government established the Saudi
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Financial Investigation Unit (FIU), as part of the Ministry of Interior. The FIU receives and
monitors aid transaction reports on who gives donations, where they go, who delivers them
and how, and to whom. As of July 2009, the Saudi government had not approved any direct
transfer of funds from Saudi charities to charitable activities outside Saudi Arabia (US
Government Accountability Office, 2009). Instead, such contributions now have to go
through closely monitored governmental committees or the Red Crescent Society.

The new regulations introduced following 9/11 reshaped the Saudi charitable sector.
Most of the funding to Saudi COs that operate internationally dried up as affluent
individuals and firms hesitated to donate, fearing charges of supporting groups or causes
linked to terrorism (Barasi, 2005; Kroessin, 2007). However, local Saudi COs have
benefitted, as donations to them have increased because the same fear does not exist. As a
result, in the ten years since 2001, the number of the local COs has increased dramatically,
as shown in Figure 2.1.

Nowadays, COs represent a significant actor in the Saudi charitable sector.
However, the Saudi charitable sector is full of formal and informal entities that seem similar
to the COs in some ways and different in others. The next section defines the COs in the

context of Saudi Arabia.

Figure 2.1: Growth Rate of the Saudi Charitable Sector
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Note: The chart excludes cooperative religious charities for which data is not available.
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2.2 Defining Charitable Organisations in Saudi Arabia

The traditional place for the COs is in the area between the state and the private for profit
sector generating what called variously the third, community, non-profit, civil society or
voluntary sector. However, the area between state and commercial sector is full of
heterogeneous entities (Morris, 2000). The diversity makes defining the charitable sector
challenging, especially when once consider the differences between countries’ political, social
and economic structures. Thus, Kendall and Knapp (1995) describe the sector as a loose
baggy monster.

The ambiguity of the sector goes beyond the labels to its definition. Arthur et al.
(2003) highlight several criteria which have been used to define the sector, for example:
funding resources; inability to distribute profits; the degree of voluntary participation;
eligibility for charitable status and independence from government control. However, the
Johns Hopkins Comparative Non-Profit Sector Project (JHCNSP) by Salamon and Anheier
(1997) provided a major contribution towards the development of a common definition of
the sector. The project was launched in 1990 to inquire into the scope, structure, history,
legal position, and role of the non-profit sector outside both the market and the state, in a
broad cross section of nations. According to Salamon and Anheier (1997) a Non-Profit
Organisation (NPO) is an organised, private, non-profit distributing, self-governing, and
voluntary organisation. These terms are defined as follows.

a. Organised: this means that a NPO is institutionalised, to some degree, in terms of
its organisational form or system of operation.

b. Private: an NPO should be institutionally separate from the government.

c. Non-profit distributing: an NPO should not return any profits generated to their
owners or directors, but should instead plough any profits back into the basic
mission of the agency.

d. Self-governing: an NPO should be equipped with its own internal regulations for
governance.

e. Voluntary: an NPO should involve some meaningful degree of voluntary

participation, in either the operation or the management of the organisation’s affairs.
Salamon and Anheier’s (1997) definition covers a wide range of entities, such as:

COs, foundations and trusts, social enterprises, co-operatives, advocacy organisations,

professional and trade associations, religious organisations, political parties, and universities.
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Thus, Kendall and Knapp (1995) argue that Salamon and Anheier’s (1997) definition is too
broad to be applied in all countries because it includes areas of activity that are in reality part
of the state provision (such as universities and primary and secondary schools). Their
definition also includes bodies such as trade unions and business associations, which are not
generally regarded as having the “public benefit” or “altruistic” characteristics associated
with more traditional COs. Similarly, Pollock et al. (2007) confirm that not all NPOs have
charitable aspects.

COs are probably the most publicly recognised element of the non-profit sector.
According to Kendall and Knapp’s (1995) narrow definition, COs are formal entities,
separate from government and business, self-governing, non-profit distributing, benefiting
from philanthropic donations and voluntarism, and are not political or religious
organisations.

In the case of Saudi Arabia, Kendall and Knapp’s definition seems applicable
although certain aspects are debatable. All 959 COs that comprise the Saudi charitable sector
are formal entities. Although, COs in Saudi Arabia are criticized as weak in terms of
professionalization (Kandil, 1995), they have organisational structure, are established
according to the governmental regulations and have charitable missions. This feature of
formal entity excludes all the charitable activities conducted by informal family groups,
neighbourhood groups or by youth voluntary groups that have emerged recently in Saudi
Arabia. Informal charitable activities are important in some fields such as community
development and social welfare. Although the informal charitable sector is wider than formal
charitable sector, this study’s interest is in formal and structured entities.

The second and third requirements of Kendall and Knapp’s (1995) definition are
that a CO should be constitutionally and institutionally independent of government and
should be self-governing, that is with its own internal decision-making structures and not
controlled by a private (for profit) firm or by the government. In Saudi Arabia, the
independence of COs is a grey area. According to the International Centre of Not for Profit
Law report the majority of the Saudi charities are government affiliated and not independent
organisations (ICNL, 2013). Some charities set up by the government such as the National
Association of Human Rights, are quasi-state organisations (Montague, 2010). However,
quasi-state organisations are a minority segment within the Saudi charitable sector; the
majority of the COs were set up by individual or groups of Saudis independent of the state.
Unlike the UK which regulates the charitable sector through an independent body, the

Charity Commission (www.charity-commission.gov.uk), in Saudi Arabia the entire sector’s
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regulators are government bodies. Theoretically, these bodies have a considerable amount
of control over the decision-making and operations of the COs. This control is equivalent
to holding a veto power, which can be applied to decisions ranging from board members
approval to the development of certain programmes (Shalaby, 2008).

Nevertheless, the government has the right to stop the charities working without the
necessity of a judicial decision. In the case of fighting the funding of terrorism, the Saudi
government prevents any financial transfers abroad for charitable activities, effectively tying
the hands of international Saudi COs. However, in reality, aside from the international COs
which are only a small minority of the Saudi charitable sector, government intervention
occurs on very rare occasions. The government has only ever closed one charity, Al
Harameen, which was alleged to have been involved in the funding of terrorism. In general,
Saudi local COs have the right to ask for and receive donations, react to regional needs and
communicate with each other without government interference. The relative independence
of Saudi COs may be clear to the local population, but due to the monarchical political
system civil society is not as strong as in democratic countries.

The fourth feature is the non-profit distribution, which according to Kendall and
Knapp is fundamental to most definitions of COs. Non-profit distribution means that any
net profits are not paid to any individuals who exercise control over the organisation, such
as members, officers, director or trustees (Hansmann, 1980). The primarily non-business
dimension of the CO, therefore, excludes organisations that might be seen as charitable or
voluntary such as friendly associations or community business unions. However, non-profit
distribution does not mean that COs cannot earn profits in the sense of an excess of receipts
over expenditure (Salamon and Anheier, 1997). In the case of Saudi Arabia, the law permits
COs to earn profits and to have financial investments, as long as it is not considered to be
the main objective of the charity (Ministry of Social Affair, 2013a). All Saudi Arabian COs
must meet this condition.

The fifth requirement of the COs according to Kendall and Knapp’s definition is
benefiting from philanthropic donations and voluntarism. COs should utilize some
meaningful degree of voluntary involvement through either the use of voluntary labour or
the use of donated services on the board of directors and the funding of its activities.
However, this does not mean that the majority of the CO’s labour or income must come
from voluntary sources. The presence of a degree of voluntary input, even if only a voluntary
board of directors, suffices to qualify an organisation as voluntary in some sense (Salamon

and Anheier, 1997). According to Saudi law the board directors should be volunteers unless
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they are nominated for the paid management team (Ministry of Social Affairs, 2013a).
Although, Saudi COs have a long history of benefiting from voluntarism, but there are no
statistics or reports about volunteers’ participation in the Saudi COs. Nevertheless, according
to Bendani, Aldini and Garris (2012) more than 25% of young Saudis volunteer on a regular
basis. Similarly, Buckner et al. (2012) conducted a cross-national study about the
volunteerism in several Arab countries including Saudi Arabia and found that one in four
people volunteer.

The final aspect identified by Kendall and Knapp is that charities are not political or
religious organisations. This excludes many entities that have some charitable aspects but the
charitable status is not the sole part of the organisation. However, in Saudi Arabia, the
establishment of any type of political entity outside the government is forbidden; therefore,
the charitable sector does not contain any type of political parties nor advocacy bodies
(Montague, 2010). Nevertheless, there are thousands of religious places in the shape of
mosques, some of which have evolved into charitable activities. However, these activities are
neither consistent nor formally organised. Mosques in Saudi Arabia do not have the legal
status of charitable organisation and are therefore excluded from the charitable sector.

In conclusion and in light of the above discussion and following Kendall and
Knapp’s (1995) definition, the CO in Saudi Arabia can be defined as a voluntarily, formal,
self-governed, partially independent, non-for-profit, and non-political or religious
organisation. This definition includes all COs and excludes all religious entities, and in
particular mosques, youth voluntary groups, schools and other entities that engage in certain
charitable activities but do not hold a charitable status. Further discussion about the structure

of the Saudi charitable sector is presented in the next section.

2.3 The Structure of the Saudi Charitable Sector

The Saudi Arabian charitable sector is not well established. Structurally, there are several
governmental bodies that regulate the sector activities and operationally some argue about
the sector’s lack of professionalism (Shalaby, 2008). However, it is not exceptional in the rest
of the Arab world. Unfortunately, Arab countries’ governments have not exerted sufficient
effort to develop a strong and active charitable sector. According to Kandil (1995), the
reasons for the lack of support are because in some cases the government does not
appreciate the sector’s importance and in other cases governments distrust COs. In the case

of Saudi Arabia the relationship between the government and the COs is not hostile but
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neither is it sufficiently healthy to empower the sector and allow it to act as a third sector
(Al-Yahya and Fustier, 2011). For example, many proposals have been produced by the
Consultative Council (the Saudi equivalent of parliament) to reform and develop the Saudi
charitable sector (i.e. the structure of the wagqif, international COs’ activities, and the
fundraising system), but the Saudi government has not taken these proposals seriously
(Alsalomi, 2013).

In Saudi Arabia, there are several governmental bodies that give permission to
establish COs and regulate their activities. The first is the Ministry of Social Affairs which
regulates the charitable associations and private foundations. At the end of 2012, the number
of COs was 624 and number of the private foundations was 89 (Ministry of Social Affairs,
2013b). The second regulator is the Ministry of Islamic Affairs, which grants permission to
cooperative COs* that focus mainly on providing religious guidance and education; these
total 211 organisations (Ministry of Islamic Affairs, 2013). The third governmental body is
the King who, in certain circumstances, establishes COs though royal decrees. COs
established through royal decrees fall under three categories: organisations that emerged
before the establishment of the Ministry of Social Affairs like the World Assembly of the
Muslim Youth (WAMY); organisations that tackle a specific national issue such as the
Charitable Organisation for Orphan Care; and organisations that are headed by members of
the main royal family such as the King Faisal Foundation. However, there are only 11 COs
in the Saudi Arabia established by royal decree.

For Saudi international charitable organisations, the main regulator is the Saudi-
based Muslim World League which has the right to establish and control specialist Islamic
worldwide charities. In 2012, Muslim World League controlled 15 international COs
(Muslim World League, 2013). It was these international charities that were the most affected
by the anti-terrorism regulations, which focused on the donations and the transfer of funds
abroad. Meanwhile, there are many entities, which might appear to be COs or undertake
some charitable activities but are not consider COs in Saudi Arabia, for example, mosques
and wagif. Thousands of mosques across the country are active in providing certain types of
charitable activities. However, mosques in Saudi Arabia are considered to be places of
worship and legally are under the government control. Similarly, wagif is traditionally the
main source in Islam for funding charitable activities. Unfortunately, Saudi Arabia, like most

Arab governments, controls waqif and spends its revenues on selective charitable activities.

1 An association of persons working voluntary for promoting Islam under the supervision of the Ministry of
Islamic Affairs (Ministry of Islamic Affairs, 2013)
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However, recently (March 2013) a proposition has been discussed in the Saudi Consultative
Council that aims to move the wagif's regulations to an independent commission (SPA, 2013).
In total there are 959 COs working in Saudi Arabia (Table 2.1).

Table 2.1: The Saudi Charitable Sector

Charity Type Number
Traditional Charities 624
Foundation charities 89
Cooperative Islamic charities 220
Royal decree charities 11
International charities 15
Total 959

Source: This Study
Although geographically, the COs are spread across the country, two provinces

dominate. This is understandable as the first province is the region that includes the capital,
Riyadh city and the second is the province which contains the holy city of Meccah. Figure
2.2 illustrates the Saudi charitable sector distribution across the 19 provinces in the Kingdom
of Saudi Arabia.

Figure 2.2: Distribution of the Saudi Charitable Sector
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Saudi COs provide a wide range of services and undertake different activities,
including education, health care, disabled and elderly care, housing, youth and social care,
prisoners and prisoners’ family care and religious activities (Ministry of Social Affairs,
2013b). However, it is worth mentioning that the Saudi charitable sector does not play any
political role (Montagu, 2010). The main feature of most Saudi COs is a lack of specialization
and focus (Al-Yahya and Fustier, 2011), as they are multi-function and heterogeneous. The
main reason for the development of the multi-functions charities was that they developed
during a time when the government outreach was weaker, particularly in outlying towns and
villages. However, the new strategy for the Ministry of Social Affairs is to encourage the
establishment of specialized COs that focus on one charitable cause (Ministry of Social
Affairs, 2013b). Figure 2.3 shows a classification of the Saudi charities according to their
main charitable cause. The next section explains the sources of COs funding.

Figure 2.3: Classification of the Saudi Charitable Sector
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2.4 Funding in the Charitable Organisations Sector

The wealth that resulted from the discovery of huge oil reserves after 1938 increased capacity
for donating both within the Kingdom and internationally. However, most of individuals’
philanthropic giving remained anonymous, while the increased levels of funding became
manifest through local and international philanthropic institutions (Shalaby, 2008). This
section discusses two subjects: the funding forms in the Saudi charitable sector and funding

sources in the Saudi charitable sector.

2.4.1 Funding Forms in the Saudi Charitable Sector:

Saudi COs receive financial funding from outsiders in two common forms- Zakat
and Sadaga. Zakat is an essential pillar of the Islamic religion, one of its major rituals and the
second of its four main forms of worship. It is an obligation supported by the ethical values
of Islam. In Islam, zakat is considered to be a right of the poor over the wealth of the rich -
a right decided by the true owner of wealth, Allah, and imposed on those who have been
given control of that wealth by Him. Zakat, therefore, does not humble or humiliate the
receiver nor does it make the rich attain a higher rank, either ethically or socially (Al-
Qaradawi, 2013). The root of the word zakat in Arabic means cleanliness, growth, blessing
and praise (Ibn Manthor, 2011). All these meanings of the word are used in the Qur'an and
prophetic Hadith. The Almighty Allah promises that zakat increases the funds from which
it is taken and protects them from being lost or destroyed (Qur’an, Chapter 54:39) and that
it cleanses the wealth from any illegal income (Qur’an, Chapter 9:103). Growth and
cleanliness are not restricted to the zakat assets themselves, but reach out to the person who
pays zakat, in accordance to the verse "out of their wealth take zakat that so thou mightiest
purify and sanctify them™ (Qur’an, Chapter 9:103). In addition, it makes the poor grow too,
meaning that zakat creates psychological and material growth for the rich and for the poor.
Thus, zakat is differentiated from other forms of tax as it aims to achieve spiritual, moral,

social and economical purposes.

However, zakat is obligatory only upon a person if he or she is an adult, sane, free
and Muslim. He or she must possess wealth in excess of a specified minimum amount
(Nisaab), excluding his or her personal needs (clothing, household furniture, utensils, cars
etc.), for a complete lunar year, and should be of a productive nature from which one can

derive profit or benefit (Al-Qaradawi, 2013). Table 2.2 illustrates some examples of the types
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of wealth on which Zakat is imposed, the nisaab and Zakat amount.

Table 2.2 Examples of types of wealth on which Zakatis imposed

Wealth Types Nisaab Zakat amount
Gold 85 grams 2.5%
Silver 595 grams 2.5%
Cash, stock or bonds,  The equivalent 2.5%
other cash assets amount of Gold or
Silver
Trade The equivalent 2.5%
amount of Gold or
Silver
Agricultural Products 653 KG 5 % or 10%

According to
the irrigation

method
Livestock Camel 5 Camels One sheep
Cow 30 Cows One cow
Sheep 40 sheep One sheep

Source: Al-Qaradawi (2013)

The recipients of Zakat, according to the Qur’an, fall into eight categories, as follows:

Zakat is for the poor and the needy and those who are employed to administer
and collect it, and to attract the hearts of those who have been inclined (towards
Islam), and to free the captives, and for those in debt, and for Allah’s Cause, and for
the wayfarer (a traveller who is cut off from everything); a duty imposed by Allah and
Allah is All-Knower, All-Wise (Qur’an, Chapter 9:60).

Although eight specific categories of Zakat are specified, many contemporary
scholars and Islamic shariah councils are of the view that the category ‘in Allah’s cause’ covers
any charitable activities that aim to support Islam and empower the Muslim community,
including building schools and hospitals (Ben Menea, 2012). A report by McKinsey &
Company found that, in a region of wealth, especially an oil-rich country such as Saudi
Arabia, most people observe the Muslim obligation of Zakat (Mills, 2009).

While Zakat is an obligatory action due from able Muslims on a yearly basis, Sadaga
is a voluntary charity which can be performed at any time of year; any amount can be given

and it can be used for any cause which is of benefit to people.

The root of the word Sadaqga is the word sidg, which mean truthfulness (Ibn Manthor
2011). Sadaqa links to truthfulness because Sadaga implies giving away goods and funds for
the sake of Allah, in expression of faithfulness and in realisation 