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ABSTRACT 

Zakat and tax revenues are important sources of income for financing public activities in many Muslim nations, including Yemen. 
However, the lack of tax compliance is undermining government efforts to raise the required revenue from these two critical 
sources, especially in Yemen. In Yemen, paying zakat to the government is a compulsory obligation for both individuals and 
corporate entities, and the same applies to conventional tax. Therefore, individuals and business establishments are reluctant as 
they consider paying both zakat and tax as double taxation on their income. Others perceive the way and manner by which zakat is 
imposed, collected, administered, and distributed, as unfair, which also causes dissatisfaction among the taxpayers. They therefore 
decide not to pay their zakat to the instituted authority. In light of this, the objectives of this study are: (i) to examine the  different 
perspectives of Muslim scholars on conventional tax and zakat; and (ii) to examine  previous findings on the effect of zakat and tax 
payment compliance behaviour of individual and corporate entities. To achieve the study’s objectives, trust, attitude, and perceived 
service quality, are deemed as among the most influential determinants of zakat payment compliance behaviour among individuals 
and corporate entities. This study may have practical implications for the Yemeni government in terms of understanding the 
determinants of zakat and tax payment compliance behaviour of individuals and corporate entities. We recommend that future 
studies should empirically investigate the proposed concepts to determine the relationships between the determinants and tax 
compliance behaviour. 
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1. Introduction 

As a result of globalization and high demand for a better quality of life, tax revenue has become 
more critical to many governments around the world [1]. To provide public amenities, governments 
require steady and sustainable tax revenue. Taxes are a compulsory monetary contribution imposed 
and collected from individuals and corporate entities to be used by the government to provide public, 
social and infrastructural amenities in a country [2,3,4]. In Yemen, zakat and tax payment is 
compulsory and imposed on individuals and corporate businesses. Zakat and tax revenues are very 
crucial to the government as sources of income for public activities. According to Liana [3], zakat is a 
form of alms giving and is regarded as a religious rite which is obligatory in nature and ordained by 
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divine Quranic revelation on all Muslims who have adequate wealth. Zakat is paid once a year under 
Islamic law on specified property, income, or wealth, and redistributed to specifically eight categories 
of  people [5].  

In Yemen, two authorities are responsible for collecting and administering tax revenues for the 
government. Zakat is collected and administered by the General Directorate of Zakat Obligation 
(GDZO), while conventional tax is collected and administered by the Yemeni Tax Authority (YTA) [6]. 
Thus, there is no direct administrative relationship between these two authorities. Both these 
authorities enforce and collect zakat and taxes from individuals and corporate taxpayers, and they 
are responsible for ensuring that taxpayers comply with the zakat and tax laws, respectively. Paying 
zakat to the government is compulsory for Yemeni individuals and corporate entities unlike other 
Muslim majority countries, such as Malaysia. In addition, both the GDZO and YTA are responsible for 
checking whether or not the taxpayers have paid  their due zakat and taxes, in line with the provisions 
of the zakat and tax laws [7].  

Under the conventional tax system, tax is collected from all eligible taxpayers. The tax revenue is 
used to pay for the running of the government machinery and for the provision of social and 
economic infrastructure and other amenities in the country. Zakat is collected from wealthy 
individuals and is compulsory [8]. In addition, zakat is an important element in the Islamic fiscal 
system, where it is both obligatory and compulsory. Based on this premise, zakat is imposed on 
Muslims only, while conventional tax is imposed on both Muslims and non-Muslims, who are residing 
in the country. Therefore, Muslims in Yemen must pay both conventional tax and zakat to the 
government [7]. However, there are various issues of low compliance in both the conventional and 
zakat payment systems, which adversely affect the country’s revenue redistribution [8]. Since paying 
zakat is compulsory for individual and corporate taxpayers as it is with conventional taxes, taxpayers 
are reluctant to comply because some are of the opinion that it is a double tax on their income. Al-
Batly [9] reports that most taxpayers in Yemen perceive the payment of zakat to the government as 
an additional tax burden on their income over and above their conventional tax; thus, they attempt 
to not report their income, which leads to low tax compliance behaviour.  

Previous studies on zakat compliance behaviour in Yemen have shown that there is low 
compliance [5]. Several reasons are attributed to the low zakat and tax payment compliance. These 
include individual attitude toward and perception of the tax authorities, lack of trust, and perceived 
service quality [10]. Other reasons include weak enforcement and different Islamic views on and 
perception of the process of collecting and managing the zakat monies [11,9]. Low zakat and tax 
payment compliance behaviour in the Arab region is very obvious due to social, political, economic, 
and often religion views and perceptions that influence the behaviour of individuals and corporate 
entities towards the authorities [12,13,14]. Therefore, the issue of zakat and tax payment compliance 
behaviour cuts across the region and has been identified as a main factor for the lack of development, 
especially in a country, like Yemen.  

Despite the need of the Yemeni government for a steady flow of revenue to finance public 
activities, zakat and tax revenues are still not encouraging. According to Batly [9], the Yemeni 
government is facing continuous low zakat and tax revenue. This is compounded by poor 
enforcement strategies by the authorities, thus leaving government coffers in dire straits. Al-Ttaffi 
[7] also argued that the level of tax compliance is very low in Yemen, especially, from the perspective 
of individuals and corporate taxpayers. They feel the two payments (zakat and tax) are a form of 
double taxation that they are compelled to pay every year. This perception reduces the compliance 
level, thus denying the government adequate revenues required for public expenditure. Moreover, 
most Yemenis are living below the poverty line, and yet, their incomes are subjected to zakat. On the 
other hand, people who are wealthy and can pay zakat, do not comply with the zakat laws and pay 
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their zakat to GDZO, because of lack of trust of the government. They prefer to distribute their zakat 
to the needy, specifically the eight categories of people recommended by Islamic law [15,5].  

Generally, the Yemeni government uses the zakat and tax revenues to provide the required 
amenities for the populace. However, low tax compliance behaviours have hindered the 
government’s ability, and as such, the country lacks social and infrastructural development. 
Therefore, there is a need for further investigation on the relationship between the low tax 
compliance behaviour of corporate entities. In this regard, this paper reviews the literature and 
discusses the concept and the relationship between zakat and tax payment compliance behaviours 
of a specific entity, i.e., Small and Medium Enterprises (SMEs) from the Yemeni perspective. To the 
best of our knowledge, there is no empirical or conceptual study in Yemen that has investigated this 
perspective. Our study therefore attempts to fill the gap. The following sections of this study present 
a review of relevant and related literature, the different perspectives of Muslim scholars on 
conventional tax and zakat payment compliance, the main determinants of zakat and tax compliance, 
before providing a conclusion. 
 
2. Literature Review 
 

In the current study, two variables of zakat payment  and SMEs’ tax compliance behaviour  are 
used. A review of these variables is made, to establish this study’s conceptual framework. 

 
2.1 Concept of Tax Compliance and Related Theories 
 

Tax compliance is a multi-disciplinary concept that cuts across different disciplines, including 
sociology, accounting, economics, and psychology. Alm [16] argued that tax compliance behaviour is 
influenced by several factors. However, no single theory has been able to comprehensively describe 
the phenomenon of tax compliance behaviour [16, 71]. Therefore, tax compliance behaviour among 
the taxpayers is explained via theories from all the disciplines mentioned above [16,17, 67]. 

Previous studies have shown that many factors influence tax and zakat payment compliance 
behaviour [72,71]. From a theoretical point of view, previous studies have discussed at length the 
problem of tax and zakat payment compliance and have concentrated on confirming that certain 
behavioural models can explain the determinants that could influence this behaviour, such as the 
deterrence theory [23], the socio-psychological theory, the social exchange theory and the social 
influence theory [18, 22]. 

Jackson and Milliron [17] and Alm [17] provided the reasons which affect taxpayers' attitude and 
compliance behaviour from social and psychological perspectives. Many theories have been 
postulated to help understand the behaviour of taxpayers more precisely. Specifically, as referred to 
above, the social exchange theory and social influence theory have been widely used. The theory of 
social exchange indicates that human interaction is created and calculated by the use of alternative 
comparisons based on empirical cost-benefit analysis. In this case, Blau [18] explained that the social 
exchange theory is based on the basic principle of social reciprocity. It is structured on the main 
assumption that human beings are moral, and that there is a difference between the cost of not 
doing anything. Additionally, the theory of social exchange suggests that human social activity is a 
product or performance of a practice-derived exchange. Cherry [19] argued that the justification for 
the swap is to mitigate costs or liabilities, and to increase profits or benefits. In addition, people weigh 
the probability of risks and benefits on their social relationship. 

The social influence theory serves as a basis for understanding an individual's social behaviour 
that is related to some personal attributes. The theory shows how an individual’s commitment 
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influences the attitude toward a given behaviour. The theory states that compliance from an 
individual takes place when he/she believes in achieving positive feedback from another person or 
group of persons with a normative commitment. Human behaviour can also be explained by the 
relationship between attitude and the continuous common interaction with cognitive, behavioural, 
and environmental factors [20]. Therefore, the impact of human interaction plays a significant role 
in determining and understanding an individual’s attitude toward human factors. Human beings 
mostly act in a rational manner by comparing the cost and benefits of any activity and are influenced 
by their surrounding environment and by different forces and factors [21, 68].  

Furthermore, the economic approach to human behaviour indicates that people commit crimes 
because they know they will not be caught [22, 24]. However, people will be deterred from 
committing any crime if they are aware that punishment is certain if they are caught [23]. Allingham 
and Sandmo [22] argued that the decision of taxpayers to comply or not to comply is a reasonable 
option in terms of ambiguity and risk, i.e., the taxpayers’ decision is focused on the analysis of the 
expected compliance costs and the gain or advantage if they choose not to comply. Therefore, the 
entire rationality of the decision-making process is focused on the cost-benefit analysis and the 
prevailing environmental factors that form and influence an individual attitude’s [24]. 

This makes the issue of low compliance very worrisome, especially to developing countries, such 
as Yemen, where the tax laws and enforcement agencies are weak, hence depriving the government 
of substantial tax revenue that is needed for nation building.  According to Al-Ttaffi and Abdul-Jabbar 
[5], many views on taxes and tax compliance from the perspective of a Muslim country, such as 
Yemen, have been put forth. They argue that some taxpayers claim that taxes are forbidden, while 
others say it is valid in that the government has the right and the legal authority to impose and collect 
taxes in addition to zakat. Hence, these diverse views and opinions on taxes influence Yemeni's tax 
payment decision and tax compliance behaviour. 

 
2.2 The Concept of Zakat Payment 
 

The problem of zakat compliance is a long standing one and discussion in relation to tax is very 
rare [25]. Slam and Salma [69] stressed that zakat plays a significant role in the socio-economic 
development of Muslims. Kamil [26] examined the problems of  payment of zakat by modifying the 
tax compliance factors. Zakat compliance refers to paying an amount in line with the rules and 
regulations set by the zakat authority. Zakat payment determinants can be identified by adapting the 
usual tax compliance behaviour variables in order to comprehend the taxpayers’ behaviour. In 
addition, the rules and regulations enforced by the zakat authority need to be considered to decide 
whether or not citizens are deemed to be zakat abiding (compliant) and make payment based on 
zakat law. 

Zakat payment is related to the decision of Muslims to comply with the zakat authority to pay a 
portion of their wealth, income, or property, based on the prescribed zakat laws, rules and 
regulations [25]. Paying zakat to the official zakat authority or unofficially to the needy, is a fulfilment 
of one of the fundamental pillars of Islam.  Every Muslim is obliged to comply with the command and 
pay according to the Islamic principles and zakat law to attain satisfaction in this worldly life and the 
hereafter [27]. According to Barizah and Majid [28] and Sanep et al. [27], a few studies have examined  
payment of zakat via official channels or the zakat authority, especially in countries where Muslims 
constitute a substantial proportion of the population. 

In general, Muslims are obliged to pay zakat to support the needy, as prescribed under  the five 
pillars of Islam. In Yemen, it is the responsibility of individuals and corporate businesses to pay zakat 
to the zakat authority, for the government to distribute the monies to the people, especially the 
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vulnerable  [5,71]. Therefore, evading zakat payment to the zakat authority is viewed as an immoral 
act and a sabotage of the government’s functions. Peerzade [29] argued that the zakat system in 
many Muslim nations is a more suitable option that combines human beliefs and religious actions, 
which encourages people to comply more easily compared to the conventional tax system. 
Therefore, if zakat institutions are strong with efficient and effective rules and regulations, there is a 
likelihood that zakat payment could replace conventional tax payment, and this may increase 
people’s compliance behaviour. 

From the Islamic perspective, both zakat and conventional income tax are very important for the 
development of a country, as well as the Muslim community. The zakat proceeds are redistributed 
to the needy among the Muslim community, whereas conventional tax is used to provide social and 
infrastructural development to the general public in the country [3]. In addition, Muslim taxpayers 
are aware of the importance of both conventional tax and zakat and how essential they are for the 
development of religion, individual citizens, and the country at large [30]. Individual religiosity level 
and its influence on zakat and tax compliance is very difficult to understand. In view of this, intention 
and perception of people are very important in any religion to  explain and understand their level of 
commitment in complying with the prescribed laws. Therefore, from the Islamic religious 
perspective, people’s work and activities are judged based on their intentions, as proposed by 
Prophet Muhammad (peace be upon him) [3]. According to Al-Ttaffi and Abdul-Jabbar [5], an 
individual’s attitude towards religion, plays an important role in determining his or her attitude, such 
that people who perceive that tax is forbidden will behave negatively towards paying taxes. On the 
other hand, people who believe that paying tax is a duty of every citizen, irrespective of his or her 
religion, and that paying tax is compulsory for everyone, will be more compliant. 

Generally, zakat payment (system) is perceived as the best tax system in most Muslim countries 
[5]. Thus, zakat is structured in a way that takes charge of the needs of all the eight categories of 
people and establishes a more stable and happy society [70].The zakat financial system is based on 
‘Shariah’ (Islamic jurisprudents) rules, one of which is understanding zakat wealth or ‘Nisab’ (amount 
of zakat due on an individual’s wealth) in imposing the amount of zakat, deducting of expenses and 
avoiding multiple assessment of the same person in a stipulated period [25]. Therefore, every Muslim 
with wealth that reaches ‘Nisab’, has a moral obligation to pay zakat to the authority and also to help 
the poor [31]. 

    
3. Different Perspectives of Muslim Scholars on Conventional Tax and Zakat 
 

Muslims scholars have postulated many viewpoints and different opinions about taxes and zakat. 
Some view paying tax as forbidden, while others perceive it as a right and legitimate act of the 
government to impose and collect taxes from individuals under its jurisdiction for the purpose of 
financing public activities [5,12]. For instance, according to the Department of Zakat and Income Tax 
[32] in Saudi Arabia, only foreign individuals pay tax while Saudi nationals are not subjected to pay 
any income tax on their earnings. Instead, they pay zakat to the authority. From the business 
enterprise perspective, all foreign and Saudi nationals are subjected to pay both zakat and tax. In 
addition, it is also argued that companies operating in Saudi Arabia are obliged to pay both tax and 
zakat. 

The collected zakat is distributed to individuals as mentioned in the Quran. These eligible 
individuals are known as ‘asnaf’ (eight categories of people mentioned in the holy Quran), while the 
tax imposed and collected is used to provide public services, like social and infrastructural 
development in the country [12]. The eight categories of people, known as ‘asnaf’ who are entitled 
to be given zakat according to the Quran are: the poor; the needy; those employed to administer the 
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zakat funds; those whose hearts have been reconciled; those in bondage and in debt; those in a 
journey; and those in the cause of holy war (Quran, 9:60). 

The Standing Committee for Scientific Research and Fatwa [33] of Saudi Arabia has issued a fatwa 
in respect of the Islamic view of tax on Muslims. The fatwa explains that in general, imposing and 
collecting tax and even working with the tax authority, is forbidden for Muslims, and for this reason, 
the government is not allowed to impose taxes on citizens. This fatwa clearly shows that imposing 
and collecting tax from Muslims by any government is prohibited and contrary to the Islamic view of 
the issuing body of this fatwa. In addition, this fatwa serves as a basis for tax non-compliance among 
taxpayers, especially in Muslim countries, where the perception is that tax payment based on such 
fatwa, is prohibited. 

On the contrary, Al-Jibreen [34] argued that the issue of imposing taxes on Muslims is an issue 
related to individual diligence. He further stated that tax is compulsory on every Muslim under two 
instances: tax can be paid when the tax is representing zakat; and if the tax is in excess of the zakat 
needed to finance essential activities for the general public. On the other hand, imposing and 
collecting of tax is considered prohibited when the government imposes and collects the taxes on 
individuals unfairly, i.e., when the tax imposed and collected is unjust and biased. This situation could 
lead to tax being considered as prohibited, and vice versa.  

In a related view, Hassan [35] summarized the perception of tax of some Islamic scholars, such 
as Al-Albani. The scholar supports the idea of prohibition of paying tax by Muslims. However, he 
provides certain conditions under which taxes are not prohibited, such as in situations when: 

• Only the rich people are to be taxed and the accumulated tax will be fairly distributed; 

•  There is a budget deficit in the country; and  

• Tax cannot be legally continued, and thus, can be imposed exceptionally where necessary. 

Other scholars are of the view that tax could be imposed and collected from Muslims when the 
tax revenues are not used or spent on something that is against Islamic law and principles. This view 
is shared by Maududi [36], who stressed that the need for imposing and collecting tax revenues must 
be based on reality and not on presumptions. That means there should be a need for the tax revenue, 
i.e., when there is lack or inadequate sources of revenue for the government to carry out public 
amenities. This situation shows that the imposition of taxes does not mean replacing the tax with 
zakat payment. Shaltoot [37] and Abu-Zahra [38] argued that paying zakat is an act of Islamic worship, 
which is to be paid in any circumstance, i.e., whether needed or otherwise; while tax is imposed and 
collected only when the need arises. 

Al-Omari [39] provided the verdicts of four major Islamic schools (Madzab) of jurisprudence with 
respect to imposing and collecting taxes. These four schools are Maliki, Hanafi, Shafi’i, and Hanbali, 
and the views on tax are as follows:   

• Maliki School supports the government in imposing and collecting tax in special 

circumstances, where the government needs such revenues for public welfare. 

• Hanafi School accepts the imposition of tax on individuals provided there is a need for 

collecting the taxes and based on some prevailing activities. 

• Shafi’i School allows and recognizes the legality of imposing and collecting taxes only on 

the rich people for the benefit of public services. 
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• Hanbali School gives the authority to impose tax when the collected taxes are to be used 

for supporting Islamic teaching and propagation.  

In addition to the above views, if tax is imposed fairly on Muslims, then tax evasion is 
prohibited, but if the imposed tax is not fair, then it is permissible and legally right to evade such 
tax [40]. In summary, the Islamic perspective on tax imposition and collection could be classified 
into three as follows: 

• Absolutely prohibited [33]. 

• Absolutely acceptable [41]. 

• Acceptable under certain conditions [36,39,35,34] 

        In Yemen, paying zakat and complying with the tax payment is compulsory. Any effort by 
taxpayers to avoid paying taxes and zakat is considered an offence. Both GDZO and YTA impose and 
collect zakat and tax, respectively, to  fund public activities, infrastructural development and other 
social wellbeing of the populace in the country. But the issue of low compliance is undermining the 
efforts of the government. Many previous studies in Yemen support this argument [8, 51,10]. 
 
4. Zakat Payment and Tax Compliance Behaviour 
        

The relevant literature shows that zakat payment has a significant impact on different issues, 
such as savings and trust in the government [42,3,43,44,45]. However, the relationship between  
payment of zakat and tax compliance behaviour is still not very clear. In other words, there is lack of 
studies that have investigated the relationships between these two variables, i.e., zakat payment and 
tax compliance behaviour. In some countries, like Malaysia, there is a link between zakat and tax, as 
the amount of zakat paid is rebated from the tax due [46]. Such regulation may motivate taxpayers 
to comply with tax rules, and thus, the level of tax compliance improves. However, this relief is not 
applicable in other countries, including Yemen. According to Obaid et al. [71], Yemeni corporate 
entities are required to pay the full amount of both zakat and conventional tax. 

Liana [3] investigated the pattern of distribution of individual income tax and zakat payment 
among Muslim taxpayers, and the criteria that motivate their tax and zakat payment behaviour. The 
study found that most Muslim taxpayers tend to pay more zakat compared to the sum which Islamic 
law requires them to pay. For Muslim taxpayers, the zakat rebate is an opportunity to avoid paying 
income tax or reduce income tax contribution. In another study, Mohdali and Pope [43] investigated 
the influence of religiosity on taxpayers’ compliance attitude in Malaysia. The findings indicate that 
religiosity has a significantly positive impact on voluntary tax compliance, signifying that strong 
religious beliefs and values held by many Malaysians, strongly influence their charity given behaviour. 
Ghani et al. [42] indicated that the organizations in charge of zakat should focus on increasing their 
efficiency in order to restore trust and confidence among payers of zakat. In brief, the relationship 
between zakat and tax payment compliance still needs further investigation. In Yemen, the  GDZO 
has different regulations from YTA. As mentioned earlier, there is no direct departmental link 
between the tax and zakat authorities [71]. Consequently, each authority receives sums owed by 
people quite separately from the other, and there is therefore no financial overlap between them. 
The YTA collects the maximum taxes from taxpayers, regardless of whether or not the taxpayer has 
also paid zakat, and whether the amount of zakat is higher or lower than the amount of tax collected 
[7,71]. 
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5. Determinants of Tax Compliance and Zakat  
 
From the literature review on tax compliance and zakat, there are different variables that 

influence zakat. These factors are mostly adapted from studies on tax compliance behaviour and its 
variables. However, Kamil [26] and Noor and Saad [25] both argued that it is very difficult to 
determine the variables that influence zakat payment behaviour without taking into account the tax 
compliance variables.  Moreover, there is need to adapt these variables because zakat has different 
peculiarities in terms of rate, frequency of paying, items for which the zakat is paid, origin and source 
of the wealth in terms of lawful (halal) and unlawful (haram) income/wealth and those to whom  the 
zakat is to be given. Therefore, to determine the level of zakat payment compliance, one has to 
consider adapting some of the attributes of tax compliance behaviour and incorporate them into the 
realm of zakat in order to understand the factors that influence individual zakat payment behaviour. 
As earlier discussed in section 3 above, there are conflicting views from the Islamic scholars’ 
perspectives in terms of zakat payment and tax compliance behaviours. Therefore, this study 
considers trust, attitude, and perceived service quality as determinants of zakat compliance 
behaviour among Yemeni SMEs.  
 
5.1 Trust  

       
Trust is a multifaceted concept that has been studied in many areas, such as in schools, 

information technology services, accounting, and retail and banking industries [47, 48, 49, 50]. In the 
area of zakat, trust is used as a core premise in determining the relationship between various 
contexts, which has been found to be positive in boosting the confidence level of the general public 
or customers in an organization [25]. As such, trust is viewed as a belief in which someone will act as 
anticipated in a socially responsible manner, even in the absence of enforcement and will fulfil the 
anticipation of that somebody who trusted them [51,25]. 

In some zakat studies, trust is used to understand the extent to which individuals trust the zakat 
authority when paying their zakat. For instance, in the Malaysian state of Selangor, Hairunnizam and 
Sanep [52] examined the factors that influence the trust level in zakat distribution. Their result 
indicates that the level of trust among zakat payers of the zakat authority is based on three primary 
factors, which are: zakat collection process, zakat distribution, and the corporate image of the zakat 
authority. Htay and Salman [53] also posited that paying zakat to the zakat authority depends on the 
level of confidence and trust zakat payers have on the zakat authority in collecting and distributing 
the collected zakat. This means that trust is a very influential factor that determines the level of zakat 
payment compliance by individual zakat payers. 

This also shows that trust is a very important and significant factor to understand the factors that 
influence zakat payers to comply [25]. Additionally, it indicates that the zakat authority will receive 
more zakat when the payers have confidence in the processes of collecting and distributing their 
zakat [54]. If the zakat institutions perform well, then they will generate trust among people, but 
when they perform poorly, it will create distrust and lack of confidence, which will result in scepticism 
among the zakat payers [52]. This finally may lead to low zakat payment due to lack of trust between 
zakat payers and the zakat institution. 
 
5.2 Attitude 

       
Individual behaviour of Muslims toward paying zakat and tax is determined by their attitude and 

intention. In this context, empirical evidences exist which  show that attitude is one of the factors 
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that determines behaviour toward certain laws, rules and regulations, such as paying zakat and tax 
from the Islamic religious perspective [5]. Mas’ud et al. [55] argued that an individual’s tax 
compliance is determined and influenced by his or her intention and attitude toward tax laws. Hence, 
a Muslim person’s attitude and intention toward zakat payment are likely to be influenced by 
intentions which could determine his or her attitude and behaviour toward the zakat authority. 

Generally, Muslim individuals’ views on paying their zakat to the authority depend on the laws 
that guide the zakat authority in collecting zakat from them. For instance, in Yemen, it is compulsory 
for a Muslim to pay his or her zakat to the GDZO as ordered by the government. However, some 
Yemeni individuals and corporate entities do not pay their zakat to the authority directly. Rather, 
they pay to the needy Muslims due to their different perception of zakat and negative attitude 
toward the authority [5, 6]. Therefore, non-payment of zakat to the zakat authority by some Yemeni 
citizens and corporate entities in any way is regarded as violation of the rules and regulations, and  it 
is punishable in the relevant court of law. 

Unlike in Yemen, in Malaysia, Muslims are encouraged to pay their zakat to their respective State 
zakat authority, but in case someone gives it directly to the needy Muslims, he or she will not be 
charged for his or her  action or be liable to punishment in a court of law [56,3].Therefore, attitude 
and intention are very important and influential determinants of an individual’s zakat compliance 
behaviour. An individual’s religion and perception play a significant role in determining his or her 
attitude and behaviour towards zakat and tax payment compliance [30]. This is obvious because 
belief influences attitude and attitude determines behaviour. 
 
5.3 Perceived Service Quality 

     
Service quality is one of the key determinants of human behaviour in both zakat and tax literature 

[30]. According to Noor and Saad [25], perceived quality of the zakat payers of services provided by 
the zakat authority, is one of the important and influential factors for understanding zakat 
compliance behaviour among Muslims. Parasuraman et al. [57] argued that service quality is 
determined by the differences in customers’ expectations and the actual service received. This means 
when the customer receives services based on his or her expectations, it will increase his or her 
loyalty and adherence to the service provider and the law.  

Studies regarding perceived service quality as a factor that determines behaviour, cuts across 
many fields, such as banking services [59, 60]; healthcare services [61];  management and marketing 
services [62]; religious tourism, i.e., Hajj services [63]; and technology and self-services [64]. 
According to Noor and Saad [25], there are very few studies on the role of service quality of zakat 
institutions in determining zakat payment behaviour. Therefore, it is imperative to use service quality 
provided by zakat institutions to determine Muslims’ zakat compliance behaviour. In addition, it has 
also been argued that the extent of service quality is a measure for determining zakat payers’ 
adherence and whether or not they are satisfied with services provided by the zakat institutions [26]. 

Service quality is also used as a factor to understand taxpayers’ behaviour. McGee et al. [65] 
argued that service quality is positively related to tax compliance behaviour. Philip and Sandall [66] 
also opined that perceived service quality is linked to taxpayers’ compliance behaviour. They stated 
that taxpayers would comply with tax payments provided they are satisfied with the services they 
receive in return for their collected taxes. In other words, if the government is not providing or 
meeting the taxpayers’ expectations in terms of services provided, then compliance will be low [67]. 
Therefore, both zakat and tax compliance behaviours could be influenced by the quality of service 
individuals receive from the administering body in respect of their payment. 
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6. Methodology  
 

This study is a cross-sectional, and correlational study. The population will consist of 
approximately 27,796 SMEs in the manufacturing sector, as reported by the Yemeni Ministry of 
Industry and Trade [73]. Measurements  to be used will be adapted from previous studies. This 
study's survey tool is a questionnaire based on items adapted from previous tax compliance studies. 
This research will follow Miller [74], who found the five-point Likert scale to be the most suitable and 
reliable scale, to measure the questionnaire items. 
 
7. Conceptual Framework 

      
The study focuses on the evolvement of a framework for the manufacturing sector SMEs listed 

under Yemeni’s Ministry of Industry and Trade. Based on the review, a new framework has emerged 
that conceptualizes the interlinks between zakat payment and SMEs’ tax compliance behaviour in 
Yemen. This framework considers three determinants of zakat payment and tax compliance, which 
are: trust, attitude, and perceived service quality. The conceptual framework is as in Figure 1 below. 
 

 

 

 
 

Fig. 1. The Conceptual framework of the Study 

 

 

8. Conclusions 
 
In general, there are different views among Islamic scholars, jurists and interpretivists about the 

imposition on and collection of tax from Muslims. Some of the scholars have argued that tax is 
completely forbidden, or permissible, or  acceptable under certain conditions. These differences in 
the perceptions and opinions among scholars can be the key factors that determine the attitude of 
Muslims and in understanding their tax compliance behaviour.  For this reason, zakat payment and 
tax compliance behaviours among Muslims depend on their intention and attitude towards the 
Islamic views, and often, trust in the  authorities. Therefore, this study reviews literature on zakat 
and tax compliance in Yemen. According to the Arab Centre for Studies and Economic Media [15], 
the political situation in Yemen is one of the reasons for the poor social and infrastructural 
development in the country. It is also a result of long-standing inadequate funds for the government, 
which is attributed to zakat and tax non-compliance of the Yemeni citizens. This situation has put the 
country into difficulties and about 80% of the populace are still living below the poverty line. This has 
resulted in, many Yemenis not paying their zakat and complying with tax obligations. There are other 
reasons, such as lack of trust, taxpayers’ attitude and poor service quality by the government in 
return for the collected zakat and taxes. Understanding the factors that could determine zakat and 
taxpayers’ behaviour is therefore very essential for improving zakat and tax compliance behaviour 
among individuals and corporate entities. Therefore, future studies could empirically explore the 
relationship between the identified factors for zakat and tax non-compliance behaviour. This will 

SMEs’ Tax Compliance 

Behaviour  Zakat Payment 

 Trust  
 Attitude 
 Perceived Service Quality  
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provide additional evidence on how these factors influence the behaviour of individuals and 
corporate entities. 
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