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 Abstract 


The pandemic of COVID-19 has badly affected the overall socio-economic aspects of 
 industries,  societies  and  human  activity  at  different  levels  and  requires  an 
 interdisciplinary approach related to strategic planning. Strategic risk organizational 
 success planning is the best when performance is measured as effectiveness, and when 
 strategic risk planning is measured as structured strategic risk planning. Therefore, all 
 the  organization  that  affected  with  this  pandemic  need  to  re-structure  their  future 
 strategic risk management planning and approach to reduce its impact, including, zakat 
 institution in Malaysia. Moreover, the growing amount of asnafs is also reported. As 
 a result, the situation becomes more difficult as zakat collection during the pandemic 
 is  reported  to  be  declined  and  insufficient  because  special  and  emergency  fund 
 allocation  is  needed.  This  tough  situation  is  happening  to  most  zakat  institutions  in 
 Malaysia, including Kedah. Thus, in order to ensure that zakat is adequate and can be 
 distributed to the vulnerable asnafs in Kedah, LZNK needs to establish a strategic risk 
 management  plan  by  considering  various  external  and  internal  factors  affecting  the 
 collection of zakat at LZNK and other relevant strategies of the plan. The purpose of 
 this study is to propose a strategic risk management planning framework for LZNK in 
 facing  COVID-19  pandemic.  This  study  decentralizes  the  scenarios  posed  in  the 
 current  literature  and  aims  to  address  practical  implications  in  response  to  the 
 decreasing  amount  of  zakat  collection  during  COVID-19  pandemic  in  Malaysia.  In 
 general, three objectives have been designed for this study; to identify the issues and 
 challenges  faced  by  LZNK  during  COVID-19  pandemic,  to  explore  the  current 
 strategic risk management planning practiced by LZNK and to develop strategic risk 
 management  planning  framework  for  LZNK  in  facing  COVID-19  pandemic.  For 
 research methodology, this study uses qualitative approach and Lembaga Zakat Negeri 
 Kedah  (LZNK)  was  chosen  as  a  case  study.  The  data  collection  process  was  done 
 through literature reviews and interviews with twelve informants from LZNK officers, 
 zakat  scholars,  zakat  payers  and asnafs.  Meanwhile,  the  process  of  data  analysis 
 involved thematic analysis. This study found that LZNK is facing various challenges 
 in developing a risk planning framework to face the COVID-19 pandemic particularly 
 in  the  areas  of  administration,  finance,  human  resources,  accounting  and  reporting. 


Also, it is found that LZNK has the potential to develop its strategic risk management 
 planning  framework  in  facing  COVID-19  pandemic.  The  result  of  the  study  is  a 
 strategic risk management  planning framework that can be put  into practice to  help 
 LZNK  deal  with  the  challenges  posed  by  the  COVID-19  pandemic.  This  study  is 
 beneficial to the development of zakat and society in general as it finds innovative and 
 efficient  ways  to  incorporate  strategic  management  with  the  Islamic  finance 
 institution. In short, this study helps researchers who are interested in Islamic finance 
 growth and development and addresses the methods of poverty alleviation for Muslims 
 and considers both Islamic and contemporary ways of improving economic conditions. 


Key  Words: Strategic  Management;  Risk  Management;  COVID-19  Pandemic; 


Lembaga Zakat Negeri Kedah (LZNK) 
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 Abstrak 


Pandemik  COVID-19  telah  menjejaskan  keseluruhan  aspek  sosio-ekonomi  industri, 
 masyarakat  dan  aktiviti  manusia  pada  tahap  yang  berbeza  serta  memerlukan 
 pendekatan  antaradisiplin  yang  berkaitan  perancangan  strategik.  Kejayaan 
 perancangan  risiko  strategik  organisasi  adalah  terbaik  apabila  prestasinya  diukur 
 berkesan,  manakala  perancangan  risiko  strategik  pula  diukur  sebagai  perancangan 
 risiko  strategik  berstruktur.  Oleh  itu,  organisasi  yang  terjejas  dengan  pandemik  ini 
 perlu  menstruktur  semula  perancangan  dan  pendekatan  pengurusan  risiko  strategik 
 pada  masa  hadapan  untuk  mengurangkan  kesannya,  termasuklah  institusi  zakat  di 
 Malaysia.  Tambahan  pula,  jumlah  asnaf  yang  semakin  meningkat  turut  dilaporkan. 


Kesannya,  keadaan  menjadi  lebih  sukar  apabila  kutipan  zakat  semasa  pandemik 
 dilaporkan merosot dan tidak mencukupi kerana peruntukan dana khas dan kecemasan 
 diperlukan. Keadaan getir ini berlaku kepada kebanyakan institusi zakat di Malaysia 
 termasuk  Kedah.  Justeru,  bagi  memastikan  zakat  mencukupi  dan  dapat  diagihkan 
 kepada golongan asnaf yang memerlukan di Kedah, LZNK perlu mewujudkan pelan 
 pengurusan  risiko  strategik  dengan  mengambil  kira  pelbagai  faktor  luaran  dan 
 dalaman yang mempengaruhi kutipan zakat di LZNK dan strategi-strategi lain yang 
 berkaitan perancangan. Matlamat kajian ini adalah untuk mencadangkan rangka kerja 
 perancangan  pengurusan  risiko  strategik  bagi  LZNK  dalam  menghadapi  pandemik 
 COVID-19.  Kajian  ini  mendesentralisasikan  senario  yang  dikemukakan  dalam 
 literatur  semasa  dan  bertujuan  menangani  implikasi  praktikal  sebagai  tindak  balas 
 kepada pengurangan jumlah kutipan zakat semasa pandemik COVID-19 di Malaysia. 


Secara umumnya, tiga objektif telah direka untuk kajian ini; mengenal pasti isu dan 
 cabaran  yang  dihadapi  oleh  LZNK  semasa  pandemik  COVID-19,  meneroka 
 perancangan  pengurusan  risiko  strategik  semasa  yang  diamalkan  oleh  LZNK  dan 
 membangunkan  rangka  kerja  perancangan  pengurusan  risiko  strategik  untuk  LZNK 
 dalam  menghadapi  pandemik  COVID-19.  Bagi  metodologi  kajian,  kajian  ini 
 mengguna  pakai  pendekatan  kualitatif  dan  Lembaga  Zakat  Negeri  Kedah  (LZNK) 
 telah dipilih sebagai kajian kes. Proses pengumpulan data dilakukan melalui tinjauan 
 literatur dan temu bual dengan dua belas informan di kalangan para pegawai LZNK, 
 pakar  zakat,  pembayar  zakat  dan  asnaf.  Manakala,  proses  peganalisisan  data  pula 
 melibatkan  analisis  tematik.  Kajian  ini  mendapati  LZNK  menghadapi  pelbagai 
 cabaran  dalam  membangunkan  rangka  kerja  perancangan  risiko  bagi  menghadapi 
 pandemik  COVID-19  khususnya  dalam  bidang  pentadbiran,  kewangan,  sumber 
 manusia,  perakaunan  dan  pelaporan.  Selain  itu,  didapati  juga  bahawa  LZNK 
 berpotensi  membangunkan  rangka  kerja  perancangan  pengurusan  risiko  strategik 
 dalam  menghadapi  pandemik  COVID-19.  Hasil  kajian  merupakan  rangka  kerja 
 perancangan  pengurusan  risiko  strategik  yang  boleh  dipraktikkan  untuk  membantu 
 LZNK menangani cabaran-cabaran yang timbul kesan daripada pandemik COVID-19. 


Kajian ini memberi manfaat kepada pembangunan zakat dan masyarakat amnya kerana 
 ia menngetengahkan cara yang inovatif dan cekap untuk menggabungkan pengurusan 
 strategik  dengan  institusi  kewangan  Islam.  Ringkasnya,  kajian  ini  membantu  para 
 penyelidik  yang  berminat  dalam  pertumbuhan  dan  pembangunan  kewangan  Islam 
 serta  kaedah  membasmi  kemiskinan  bagi  umat  Islam  selain  mempertimbangkan 
 kaedah-kaedah memperbaiki keadaan ekonomi secara Islam dan kontemporari. 


Kata  Kunci:  Pengurusan  Strategik;  Pengurusan  Risiko;  Pandemik  COVID-19; 


Lembaga Zakat Negeri Kedah (LZNK) 
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CHAPTER ONE 
 INTRODUCTION 


1.1  Chapter Overview 


Today’s  companies  are  working  in  a  fast-changing  business  landscape.  Non-profit 
 organizations  and  religious  institutions  are  no  exception.  The  COVID-19  pandemic 
 resulted in 482 million confirmed cases and 6.13 million deaths worldwide until 29 
 March 2022. It has also given rise to concerns of an inevitable economic downturn and 
 recession (Nicola et al., 2020). Social distance, self-isolation, travel limits, and the loss 
 of  many  workers  have  led  to  the  deterioration  of  the  population  in  all  industries. 


Schools have closed down, and the demand for commodities and consumer goods has 
 declined. The effect of COVID-19 on individual aspects of the world economy focused 
 on primary sectors, including raw materials extraction, secondary sectors engaged in 
 finished goods manufacturing and services, and all service supply industries. 


In  the  financial  industry,  the  COVID-19  has  affected  a  wide  range  of 
communities, financial market and related. Uncoordinated government responses and 
lockdowns  have  contributed  to  delays  in  the  supply  chain.  In  Malaysia,  due  to  the 
implementation of Movement Control Order (MCO) from March 2020 till June 2020, 
the  production  of  goods  from  factories  has  been  drastically  reduced,  whereas 
quarantine and self-isolation policies have reduced consumption, demand and use of 
products and services (Noor Fazlinda et al. 2020). For record, up till 31 March 2022, 
Malaysia has implemented eight phases of restriction movement orders, namely, phase 
one until  four with  MCO from 18 March 2020  until  12 May 2022, phase five with 
Conditional Movement Control Order (CMCO) from 13 May 2020 until 9 June 2020, 
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 List of Informants  


List of Informants  Position  Date 


Informant 1  Director,  Kedah  Zakat  International  Research  Centre, 
 Lembaga Zakat Negeri Kedah (LZNK) 


13 March 2022 
 Informant 2  Head of Department, Quality Management Department, 


Lembaga Zakat Negeri Kedah (LZNK) 


13 March 2022 
 Informant 3  Head  of  ISO  Management  Division,  Quality 


Management  Department,  Lembaga  Zakat  Negeri 
 Kedah (LZNK) 


13 March 2022 


Informant 4  Senior  Lecturer,  Academy  of  Contemporary  Islamic 
 Studies (ACIS), Universiti Teknologi MARA Perlis 


8 March 2022 
 Informant 5  Senior  Lecturer,  Faculty  of  Economics  and  Business, 


Universiti Kebangsaan Malaysia (UKM) 


10 March 2022 
 Informant 6  Professor,  Putra  Business  School,  Universiti  Putra 


Malaysia (UPM) 


13 March 2022 
 Informant 7  State Government Officer, Jitra, Kedah  25 February 2022 
 Informant 8  State Government Officer, Kuala Ketil, Kedah  17 February 2022 
 Informant 9  Civil Servant, Alor Setar, Kedah  10 January 2022 


Informant 10  Zakat Recipient, Langkawi  6 March 2022 


Informant 11  Zakat Recipient, Baling  7 March 2022 


Informant 12  Zakat Recipient, Langkawi  6 March 2022 
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UUM Interview Permission Letter 
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 Appendix C 


Interview Questions: LZNK Officers 


Part A (Issues and Challenges): 


1.  As an LZNK staff, what are the key issues and challenges you face? 


2.  Is LZNK facing the problem of declining zakat collection? 


3.  As an amil, does COVID-19 affect your career and institution? What are the 
 main  challenges  you  face  while  collecting  zakat  from  zakat  payers  during 
 COVID-19 pandemic through the online system? 


4.  What are the payment method options for those who are not proficient in using 
 technology or do not have any internet accesses? 


5.  What  are the  challenges  faced while collecting zakat  if the manual  payment 
 method is still implemented during COVID-19 pandemic? 


Part B (Existing strategic risk management practiced by LZNK): 


1.  Has LZNK officially adopted a strategic risk management system? 


2.  Is  the  existing  strategic  risk  management  system  developed  at  LZNK  using 
 available resources and manpower? 


3.  What do all LZNK staffs do to ensure that their roles are carried out well to 
 manage the risks faced by their units / divisions / departments in particular and 
 LZNK as a whole? 


4.  As  an  employee  at  LZNK,  do  you  agree  that  increased  knowledge  and 
 understanding  of key risk management  and its  exposure contributes  to more 
 effective strategic planning? Please describe this matter thoroughly. 


5.  In  addition  to  increasing  knowledge  and  understanding  of  key  risk 
management and its disclosures, what other efforts can be made to  establish 
more effective strategic risk management practices? 
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Part  C  (Establishment  of  a  suitable  strategic  risk  management  framework  for 
 LZNK in facing COVID-19 pandemic): 


1.  Does LZNK intend to create strategic risk planning and conduct day -to -day 
 operations more effectively? If so, what steps will be taken? 


2.  What is the future risk strategic plan for LZNK to maintain and enhance the 
 resilience of the organization especially in facing COVID-19 pandemic? 


3.  In the strategic risk management framework that will be introduced, will LZNK 
 take  into  account  a  culture  of  responsibility,  accountability  and  integrity? 


Please give your opinion on this matter. 


4.  In the strategic risk management framework to be introduced, will LZNK add 
 a series of training and support services to LZNK staffs, especially to senior 
 management and 'risk owners' as well as conduct risk reviews and monitoring 
 from time to time? 


5.  By  implementing  the  new  strategic  risk  planning  framework,  does  LZNK 
believe  that  the  organization  can  improve  the  performance  and  competitive 
advantage that can be enjoyed with lower capital? Please share your opinion 
on this. 
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Interview Questions: Zakat Payers 
 Part A (Issues and Challenges): 


1.  As a zakat payer, what are the main issues and challenges you face during the 
 COVID-19 pandemic? 


2.  In your opinion, do you expect that zakat institutions will face the problem of 
 declining zakat collection as a result of the COVID-19 pandemic? 


3.  As a zakat payer, does COVID-19 pandemic affect your career and finances? 


What are the main challenges you face in receiving zakat during COVID-19 
 pandemic through the online system? 


4.  What is your preferred method of zakat payment if you are not proficient in 
 using technology or do not have any internet accesses? 


5.  What  are  the  challenges  you  face  as  a  zakat  payer  if  the  manual  payment 
 method is still implemented during COVID-19 pandemic? 


Part B (Existing strategic risk management practiced by LZNK): 


1.  What is your opinion if LZNK adopts a strategic risk management system? 


2.  In your opinion, has the existing strategic risk management system developed 
 at LZNK used the available resources and manpower to the maximum? 


3.  In your observation, have all LZNK staffs made efforts to ensure that their roles 
 are  carried  out  well  to  manage  the  risks  faced  by  their  units  /  divisions  / 
 departments in particular and LZNK as a whole? 


4.  As a zakat payer, do you agree that increased knowledge and understanding of 
 key risk management and its exposure contributes to more effective strategic 
 planning? Please describe this matter thoroughly. 


5.  In  addition  to  enhancing  knowledge  and  understanding  of  key  risk 
management  and  its  disclosures,  what  other  efforts  can  LZNK  make  to 
establish more effective strategic risk management practices? 
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Part C (Establishment of an appropriate strategic risk management framework 
 for LZNK in facing COVID-19 pandemic): 


1.  Can  the  practice  of  strategic  risk  planning  help  in  conducting  day-to-day 
 operations more effectively? If so, what steps should LZNK take? 


2.  In your opinion, is future risk strategic planning for LZNK relevant to maintain 
 and  enhance  organizational  resilience  especially  in  facing  COVID-19 
 pandemic? 


3.  Has  LZNK  taken  into  account  cultures  of  responsibility,  accountability  and 
 integrity  in  managing  risk  strategically?  Please  give  your  opinion  on  this 
 matter. 


4.  Should  LZNK  add  a  series  of  training  and  support  services  to  LZNK  staff, 
 especially  to  senior  management  and  ‘risk  owners’  as  well  as  conduct  risk 
 reviews and monitoring from time to time? 


5.  Do  you  believe  that  LZNK  can  enhance  the  performance  and  competitive 
advantage  that  can  be  enjoyed  with  lower  capital  through  strategic  risk 
planning? Please share your opinion on this. 
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Interview Questions: Zakat Scholars 
 Part A (Issues and Challenges): 


1.  In  your  opinion,  what  were  the  main  issues  and  challenges  faced  by  zakat 
 institutions during the COVID-19 pandemic? 


2.  Is the problem of declining zakat collection in zakat institutions considered a 
 serious matter? Justify your opinion. 


3.  The COVID-19 pandemic can sometimes affect the careers of zakat officers 
 and zakat institutions. What are the main challenges that need to be addressed 
 by  the  zakat  institution  in  the  process  of  collecting  zakat  from  zakat  payers 
 during COVID-19 through the online system? 


4.  What is the appropriate approach to be applied to those who are not skilled in 
 using technology or do not have internet access to pay zakat? 


5.  What are the challenges that may be faced while collecting zakat if the manual 
 payment method is still implemented during the COVID-19 pandemic? Give 
 your opinion. 


Part B (Existing strategic risk management practiced by LZNK) 


1.  Should zakat institutions adopt a strategic risk management system? 


2.  Has  the  existing  strategic  risk  management  system  developed  in  the  zakat 
 institutions used the existing resources and manpower to the maximum rate? 


3.  What can be done by the zakat institutions to ensure that their role is carried 
 out well in managing the risks faced by their units/ divisions/ departments in 
 particular and LZNK as a whole? 


4.  Do  you  agree  that  increased  knowledge  and  understanding  of  key  risk 
 management and its exposure contributes to more effective strategic planning? 


Please describe this matter. 


5.  In  addition  to  increasing  knowledge  and  understanding  of  key  risk 
management and its disclosures, what other efforts can be made to  establish 
more effective strategic risk management practices? 
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Part  C  (Establishment  of  a  suitable  strategic  risk  management  framework  for 
 LZNK in the face of the COVID-19 pandemic) 


1.  Should  the  zakat  institution  create  a  strategic  risk  plan  in  conducting  daily 
 operations more effectively? If so, what steps should be taken? 


2.  How  is  future  risk  strategic  planning  for  zakat  institutions  to  maintain  and 
 enhance organizational resilience especially in facing COVID-19 pamdemic? 


3.  Should  zakat  institutions  take  into  account  the  culture  of  responsibility, 
 accountability and integrity in strategic risk management? State your opinion 
 on this matter. 


4.  Is it appropriate for the zakat institution to add a series of training and support 
 services to zakat staffs, especially to senior management and 'risk owners' as 
 well as to conduct risk reviews and monitoring from time to time in managing 
 risk strategically? 


5.  By implementing a strategic risk planning framework, do you believe that zakat 
institutions  can  improve  the  performance  of  institutions  because 
competitiveness can be enhanced with less capital? Please share your opinion 
on this. 
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Interview Questions: Zakat Asnafs 
 Part A (Issues and Challenges): 


1.  As an asnaf, what were the main issues and challenges you faced during the 
 COVID-19 pandemic? 


2.  In your opinion, do you expect that zakat institutions will face the problem of 
 declining zakat collection as a result of the COVID-19 pandemic? 


3.  As an asnaf,  does  COVID-19 affect  your  career  and finances? What  are  the 
 main  challenges  you  face  in  receiving  zakat  during  COVID-19  pandemic 
 through the online system? 


4.  What is the method of receiving zakat that is your choice if you are not skilled 
 in using technology or do not have internet access? 


5.  What are the challenges you face as an asnaf if the manual payment method is 
 still implemented during COVID-19? 


Part B (Existing strategic risk management practiced by LZNK) 


1.  What do you think if LZNK adopts a strategic risk management system? 


2.  In your opinion, has the existing strategic risk management system developed 
 at LZNK used the available resources and manpower to the maximum? 


3.  In your observation, have all LZNK staffs made efforts to ensure that their roles 
 are  carried  out  well  to  manage  the  risks  faced  by  their  units  /  divisions  / 
 departments in particular and LZNK as a whole? 


4.  As an asnaf, do you agree that increased knowledge and understanding of key 
 risk  management  and  its  exposure  contributes  to  more  effective  strategic 
 planning? Please describe this matter thoroughly. 


5.  In  addition  to  enhancing  knowledge  and  understanding  of  key  risk 
management  and  its  disclosures,  what  other  efforts  can  LZNK  make  to 
establish more effective strategic risk management practices? 
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Part  C  (Establishment  of  a  suitable  strategic  risk  management  framework  for 
 LZNK in facing COVID-19 pandemic) 


1.  Can  the  practice  of  strategic  risk  planning  help  in  conducting  day-to  day 
 operations more effectively? If so, what steps should LZNK take? 


2.  In your opinion, is future risk strategic planning for LZNK relevant to maintain 
 and  enhance  organizational  resilience  especially  in  facing  COVID-19 
 pandemic? 


3.  Has  LZNK  taken  into  account  cultures  of  responsibility,  accountability  and 
 integrity  in  managing  risk  strategically?  Please  give  your  opinion  on  this 
 matter. 


4.  Should  LZNK add  a series of training and support services  to  LZNK staffs, 
 especially  to  senior  management  and  ‘risk  owners’  as  well  as  conduct  risk 
 reviews and monitoring from time to time? 


5.  Do  you  believe  that  LZNK  can  enhance  the  performance  and  competitive 
advantage  that  can  be  enjoyed  with  lower  capital  through  strategic  risk 
planning? Please share your opinion on this. 
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