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The impact of Application the Waqf and Zakat on Public
Finance in Algeria during the Period (2000-2016)

Summary:

The impact of the application of waqf and zakat on public finance is
one of the topics not dealt with in contemporary literature, despite
the effective role that played by these systems throughout history in
managing Islamic societies and contributing to improving their
welfare and enhancing social solidarity. Of the economic projects
and social facilities necessary for the Islamic community, and from
that the possibility comes of reuse its in a modern way, and in forms
of financial mechanisms can effect on the economy will help to
relieve the pressure burdens that weigh on the budget public, for
Especially after the failure of the public sector to achieve the major
economic and social balances in the State of Algeria by using
various public financial instruments from public expenditure, public
revenues and public budget as a result of increasing needs day by
day. Therefore, it is a necessary to activate the role of endowments
and Zakat as a third sector contributing to building the economy.
The results of the study showed that the effect of both endowment
revenues and Zakat income on public revenues is due to the
development and improvement in their financial resources (Waqf
and Zakat funds). And there is no effect of endowments and zakat
revenues on public expenditure. This is explained by the fact that
there is no practical application of the endowments and zakat funds
to be included under one of the general budget items. The results
indicate the ability of these systems to provide funding support to
the state budget in the period of deficit rather than borrowing.

Keywords: Waqf, Zakat, Public Finance, Islamic Public Finance,
Public Revenues, Public Expenditures , General Budget, Budget
Deficit.
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RESUME




L'impact de I'application du Wadf et de la Zakat sur les
finances publiques en Algérie au cours de la période
(2000-2016)

Résumeé:

L'impact de I'application du wagf et de la zakat sur les finances
publiques est l'un des sujets non abordés dans la littérature
contemporaine, malgré le role effectif joué par ces systemes a
travers I'histoire pour gérer les sociétés islamiques et améliorer leur
bien-étre social. Des projets économiques et des facilités sociales
nécessaires a la communauté islamique, et a partir de cela la
possibilité de réutilisation est de maniéere moderne, et sous des
formes de mécanismes financiers peuvent avoir un effet sur
I'économie qui aidera a soulager les charges de pression qui pésent
sur le budget public, Particulierement apres I'échec du secteur public
a reéaliser les grands équilibres économiques et sociaux de I'Etat
algérien en utilisant divers instruments financiers publics issus des
dépenses publiques, des recettes publiques et du budget public suite
a l'accroissement des besoins au jour le jour. Par conséquent, il est
nécessaire d'activer le rble des dotations et Zakat en tant que
troisieme secteur contribuant a la construction de I'économie. Les
résultats de I'étude ont montré que I'effet des revenus de dotation et
des revenus de Zakat sur les recettes publiques est dd au
développement et a I'amélioration de leurs ressources financieres
(fonds Waqf et Zakat). Et il n'y a pas d'effet des dotations et des
revenus de la zakat sur les dépenses publiques. Cela s'explique par
le fait qu'il n'y a pas d'application pratique des dotations et des fonds
zakat a inclure dans I'un des postes du budget général. Les résultats
indiquent la capacité de ces systemes a fournir un soutien financier
au budget de I'Etat pendant la période de déficit plutdt que
d'emprunter.

Mots-clés: Wagf, Zakat, Finances publiques, Finance publigue
islamique, Recettes publiques ,Dépenses publiques, Budget
publique, Déficit budgétaire.
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" Dodik siswantaro, Hanna siska, 2012,« Analysis of Zakat on income payers preference in

Indonesia potency of double Zakat » 3" international conference on business and economic

research proceeding, Indonesia.
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' Nor Asmast Ismail, 2013, « In search of debt free Economic development the role of Zakat

and Awqaf fundsy International journal advances in Management and Economics.
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! Nagaoka shinsuke, 2014, « Revitalization of the traditional Islamic Economic institution
(wagf and zakat) in postmodern era », koyoto bulletin of Islamic Area studies, p p, 3 —19.
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! Khairil faizail khairi (2014) « share waqf (corporate waqf) as an alternative financial

instrument in improving the communities and nation welfare», Australian journal of basic and
applied sciences.

2 Proceeding of the conference on management and mumalah (comm 2014), 26, 27.

Synergizing knowledge on management and muamalah (E — ISBN 978 — 783 — 92 -2)
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1-Abd Halim Mohd Noor, Mohamed Saladin, Abdul Rasool, (2015) « efficiency of Islamic Institution :
Empirical evidence of Zakat organization’s performance in Malaysia » , journal of economics and
Management a ;u 013,NO,2..
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2 Ahmed Bello Dogarawa (2010), « poverty Alleviation Through Zakat and wagf institution a
casa for the Muslim Ummah in Ghana », Being Text of paper printed the First Nation Muslim
summit organized by Al-Furgan Foundation, Tamale, Ghana, Heldat Radach Memorial Centre.
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! _Algeria Government spending 1995-2017 : time of checking -18-06-2017 ,
https://tradingeconomics.com/algeria/government-spending
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L. Economy of Algeria, Time of checking :10-06-2017 , https://en.m.wikipedia.org/wiki/Economy
_of_Algeria.

% _The same refrence, Economy of Algeria , Time of checking :10-06-2017 ,
https://en.m.wikipedia.org/wiki/Economy of Algeria
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! .Williams Alison, «Algeria approves measures to covers budget deficit”, time of checking the link
:24/12/2017, the link is : www.reuters.com/article/amp/idulsSL8BN1N5QO.
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L_Financial Tribune reports ,« Algeria plans to plug Budget Deficit », Iranian English Economic daily , time
of checking:24/12/2017 the link of site is: https://Financial Tribune.com/articles/world-economy72655/Algeria-
plans-to-plug-budget-deficit.
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(—2.91) (-17.20) | (0.0036) | (0.0000)
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Dependent Variable: GOV
Method: Least Squares
Date: 07/11/17 Time: 12:00
Sample (adjusted): 2003 2016

Included observations: 14 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
Cc -84.15102 20.75329 -4.054827 0.0019
WAK 6.650419 1.865164 3.565595 0.0044
ZAK -0.604213 1.152706 -0.524169 0.6106
R-squared 0.714558 Mean dependent var  24.42394
Adjusted R-squared 0.662659 S.D. dependent var  3.768693
S.E. of regression 2.188896 Akaike info criterion  4.592081
Sum squared resid 52.70392 Schwarz criterion  4.729022
Log likelihood  -29.14457 Hannan—Quinn criter.  4.579405
F-statistic 13.76835 Durbin-Watson stat ~ 2.853240

Prob(F-statistic) 0.001012
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Date: 07/11/17 Time: 12:12
Sample: 2000 2016

Included observations: 14

Autocorrelation Partial Correlation AC PAC Q-Stat Prob

.*i*l . .i-*i-l

| [ 1 -0.436 -0.436 3.2795 0.070

| [ 2 -0.138 -0.406 3.6368 0.162

I . -1 3 0304 0.062 5.5170 0.138

| .| - 4 -0.132 0.034 5.9060 0.206
o .l -1 5 -0.030 0.040 5.9280 0.313

I I

I I

I I

I I

I I

. *| . '#%ﬁ#l
LT
T

|* ] 6 0.087 0.028 6.1414 0.408
T 7 -0.185 -0.198  7.2400 0.404
8 0.078 -0.124 7.4657 0.487
9 -0.041 -0.186 7.5411 0.581

10 -0.067 -0.131 7.7925 0.649

T
ClE T

T

T

T
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Variance Inflation Factors
Date: 07/11/17 Time: 12:15
Sample: 2000 2016

Included observations: 14

BRI

VIF sl Jalea i ¢ £(35) a8, Jgtal

Coefficient Centered
Variable Variance VIF
C 430.6992 NA
WAK 3.478836 2.752095
ZAK 1.328731 2.752095
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Heteroskedasticity Test: White

F-statistic 4.537281 Prob. F(5,8) 0.0294
Obs*R-squared 10.35018 Prob. Chi-Square(5) 0.0659
Scaled explained SS 9.351240 Prob. Chi-Square(5) 0.0958
Test Equation:

Dependent Variable: RESID"2

Method: Least Squares

Date: 07/11/17 Time: 12:18

Sample: 2003 2016

Included observations: 14

Variable Coefficient Std. Error t-Statistic Prob.

C 7361.905 4406.144 1.670827 0.1333
WAKA2 -29.71293  22.09050 -1.345054 0.2155
WAK*ZAK 50.36984 24.85522 2.026530 0.0773
WAK 28.52283 447.8451 0.063689 0.9508
ZAK"2 -3.044229  6.958243 -0.437500 0.6733
ZAK -758.6691  220.7417 -3.436908 0.0089
R-squared 0.739298 Mean dependent var 3.764566
Adjusted R—squared 0.576360 S.D. dependent var 6.683721
S.E. of regression 4.350278 Akaike info criterion 6.075884
Sum squared resid 151.3993 Schwarz criterion 6.349765
Log likelihood -36.53118 Hannan-Quinn criter. 6.050531
F-statistic 4.537281 Durbin-Watson stat 2.147632
Prob(F-statistic) 0.029379
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;
Series: Residuals
6 | Sample 2003 2016
Observations 14
5
Mean 4.69e-15
4 | Median -0.485262
Maximum 4.633829
3| Minimum -3.794702
Std. Dev. 2.013491
2 | Skewness 0.707837
Kurtosis 3.926997
1|
Jarque-Bera  1.670347
0 N Probability 0.433799
-4 -3 -2 -1 0 1 2 3 4 5
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Dependent Variable: REV

Method: Least Squares

Date: 07/11/17 Time: 12:30

Sample (adjusted): 2003 2016

Included observations: 14 after adjustments

Variable Coefficient Std. Error t-—Statistic Prob.

C 8.735521 1.891039 4.619429 0.0007
ZAK 0.064841 0.105035 0.617333 0.5496
WAK 0.641864 0.169954 3.776699 0.0031
R-squared 0.821262 Mean dependent var 21.72444
Adjusted R—squared 0.788764 S.D. dependent var 0.433965
S.E. of regression 0.199452 Akaike info criterion -0.199076
Sum squared resid 0.437592 Schwarz criterion -0.062135
Log likelihood 4.393534 Hannan—-Quinn criter. -0.211753
F-statistic 25.27129 Durbin-Watson stat 1.308542
Prob(F-statistic) 0.000077
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Date: 07/11/17 Time: 12:31
Sample: 2000 2016

Included observations: 14

Autocorrelation

Partial Correlation

AC

PAC

Q-Stat

Prob

[** . |
‘***l
b
CoEE L

(.

*|

*|

T

. |#*

.*E**l

. | ‘**l
. | ‘**l
L
ClE
T

!Kl .

O 0 9 O R WD =

—_
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0.332
-0.218
-0.397
-0.377
0.012
0.324
0.139
-0.078
-0.162
-0.121

0.332
-0.369
-0.228
-0.291
0.093
0.089
-0.188
-0.074
-0.018
0.010

1.9041
2.7891
5.9979
9.1887
9.1925
12.124
12.740
12.969
14.144
14.962

0.168
0.248
0.112
0.057
0.102
0.059
0.079
0.113
0.117
0.133
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VIF sl Jalea o ¢ 1(40)ad; Jgaal)

Variance Inflation Factors
Date: 07/11/17 Time: 12:31
Sample: 2000 2016

Included observations: 14

Coefficient Centered
Variable Variance VIF
C 3.576028 NA
ZAK 0.011032 2.752095
WAK 0.028884 2.752095
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Heteroskedasticity Test: White

F-statistic 0.828233 Prob. F(5,8) 0.5635
Obs*R-squared 4.775184 Prob. Chi-Square(5) 0.4439
Scaled explained SS 1.673330 Prob. Chi-Square(5) 0.8922
Test Equation:

Dependent Variable: RESIDA2

Method: Least Squares

Date: 07/11/17 Time: 12:32

Sample: 2003 2016

Included observations: 14

Variable Coefficient Std. Error t-Statistic Prob.

C -42.14463  36.22125 -1.163533 0.2781
ZAKN2 0.041500 0.057201 0.725517 0.4888
ZAK*WAK -0.247004  0.204325 -1.208876 0.2612
ZAK 2.725755 1.814635 1.502095 0.1715
WAKA2 0.095585 0.181598 0.526355 0.6129
WAK 1.614095 3.681566 0.438426 0.6727
R-squared 0.341085 Mean dependent var 0.031257
Adjusted R-squared -0.070738 S.D. dependent var 0.034561
S.E. of regression 0.035762 Akaike info criterion -3.526335
Sum squared resid 0.010231 Schwarz criterion -3.252453
Log likelihood 30.68434 Hannan-Quinn criter. -3.551688
F-statistic 0.828233 Durbin-Watson stat 2.052070
Prob(F-statistic) 0.563511
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6
Series: Residuals
5 Sample 2003 2016
Observations 14
4- Mean 1.02e-15
Median 0.061886
3 | Maximum 0.263194
Minimum -0.337592
) Std. Dev. 0.183469
i Skewness -0.487317
Kurtosis 2.135252
1
Jarque-Bera  0.990326
0 Probability 0.609472
0.4 0.3 -0.2 0.1 0.0 0.1 0.2 0.3
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Summary:

This thesis aims to study of the relationship of the Wagf and zakat to public finance is one of
the topics that has not been addressed in contemporary literature. This is done through the
active role played by this sector in the management of Islamic societies and in contributing to
improving their welfare and enhancing social solidarity in them. It is the main source of
funding for many social facilities such as mosques and Hospitals, schools, etc., which can
alleviate the pressure on the state finances, especially after the failure of the public sector to
achieve the major economic and social balances in the state using the various public financial
instruments of public expenditure, public revenues and public budget result Increasing needs
day by day.

Key Words:

waqf, Zakat, Public Finance, Public Revenues, Public Expenditures, General Budget, and

Budget Deficit.

Résumeé:

La présente thése a pour but d'étudier de la relation entre le Waqf et la zakat et les finances
publiques est l'un des sujets qui n'a pas été abordé dans la littérature contemporaine. Cela
passe par le role actif joué par ce secteur dans la gestion des sociétés islamiques et dans la
contribution a I'amélioration de leur bien-étre et au renforcement de la solidarité sociale dans
ces sociétés. C'est la principale source de financement de nombreux équipements sociaux tels
que les mosquées et les hopitaux, les écoles, etc., qui peuvent alléger la pression sur les
finances de I'Etat, surtout aprés I'échec du secteur public a atteindre les grands équilibres
économiques et sociaux. Etat utilisant les différents instruments financiers publics des
dépenses publiques, des recettes publiques et des résultats du budget public Augmentation des
besoins au jour par jour.

Mots clés: wagf, zakat, finances publiques, recettes publiques, dépenses publiques, budget
général et déficit budgétaire.




