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Abstract
Keywords: This study aims to analyze the application of good corporate
Good Corporate Governance, governance (GCGQG) principles in improving the performance of
BAZNAS Performance, BAZNAS Palopo City; the obstacles and challenges faced in

implementing the principles of good corporate governance (GCG);
and the application of good corporate governance (GCG) principles
in improving BAZNAS performance using an institutional economic
approach. The research method used is descriptive qualitative with
data collection through in-depth interviews with research informants.
Analysis can be done through data reduction, data presentation, and
drawing conclusions. The results of the study indicate that the
implementation of GCG has been carried out optimally in increasing
transparency, accountability, and effectiveness of zakat management.
However, there are still several aspects of GCG that need to be
improved to achieve optimal performance; the obstacles faced are
superior management or leaders and the quality of human resources
(HR) which are still limited. Furthermore, this study also shows that
the application of GCG principles with an institutional economic
approach can be done through continuous interaction with all
stakeholders and innovation and adaptation through the use of digital
platforms. This study offers a new policy for BAZNAS management
with an institutional economic approach that is still rarely explored in
previous research.

Institutional Economics

INTRODUCTION

GCG (Good Corporate Governance) is governance within a company to direct all
interested parties to ensure transparency and responsibility with the aim of increasing the
performance value of the company. This concept was introduced in Indonesia in 1999 after the
economic crisis of 1997-1998 by forming the National Committee for Governance Policy
(KNKG) (Utami and Wulandari, 2021). The existence of good corporate governance is
fundamental in carrying out company management so that financial performance is maintained
(Ma et al., 2024). Furthermore, corporate governance is implemented to achieve transparency and
strengthen a healthy and clean public image (Afrilia, 2024; Munira and Busra, 2024). Likewise, at
BAZNAS, the implementation of Good Corporate Governance can minimize the risk of misuse

and ensure more effective distribution of zakat (Al-gamrh, Farooq and Ahsan, 2024). By
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implementing GCG, stakeholder trust in the company's sustainable performance will increase
(Tjahjadi, Soewarno and Mustikaningtiyas, 2021).

However, it is difficult to compare GCG practices between companies because the
standards applied by each industry vary. Poor corporate governance practices are a major factor in
corporate business that can lead to various financial scandals(Sadaa et al., 2023). These deficiencies
can be observed from the minimal monitoring of management activities by auditors and the board
of commissioners, and the lack of reporting of financial performance (Rahardjo and Wuryani,
2021). With the poor implementation of corporate governance (Bin-Feng et al,, 2023). This
reduces the level of trust among capital owners because their investments become unsafe.
Furthermore, weak oversight, low awareness of the importance of GCG, and conflicts of interest
are often major obstacles (Mela, 2024). As a result, the practices of corruption, collusion and
nepotism still frequently occur (e Breton-Miller and Miller, 2024). This can be detrimental to the
state and society and hinder a healthy investment climate. The institutional economic approach
plays a crucial role in improving BAZNAS' performance by understanding the role of institutions
and sustainable policies in shaping efficient economic behavior and outcomes. Improving
BAZNAS' performance with the institutional economic approach emphasizes the importance of
formal institutions such as laws and informal institutions, including norms, culture, and religion,
in sustainable economic development (Kok et al., 2022; Shafiq, 2022).

This research is very important to carry out because BAZNAS as an institution that
manages zakat funds requires public trust (McCrea et al., 2024). Therefore, the management of
zakat funds must be transparent. By implementing GCG with an institutional economic approach,
the risk of misuse of zakat funds can be minimized (Akram, Nasar and Rehman, 2021). In addition,
if previously GCG was more associated with large companies, this research opens up new
knowledge about how GCG principles based on institutional economics can adapt in the context
of adopting digital technology (Wahid, 2024). both in the process of collecting, distributing and
reporting zakat.

This study offers several novelties: previous studies have largely examined the performance
of commercial companies using only economic variables such as liquidity, sales, company size, and
so on. Therefore, this study examines company performance within the context of an Islamic
social institution, BAZNAS, by integrating the application of good corporate governance (GCG)
principles within the context of sharia compliance. Furthermore, this study also...offers a new
concept using an institutional economics approach to improving BAZNAS performance. This
approach emphasizes the importance of formal and informal institutions in improving company

performance. This allows for greater transparency and wider accessibility to the public (El Hamad,
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Pupovac and Moerman, 2024). This study aims to test the concept of GCG which includes the
concepts of transparency, accountability, responsibility, independence, and fairness in improving

the performance of BAZNAS in Indonesia, especially in Palopo City (Riani, 2021).

METHODS
This study employed qualitative research to explain the phenomena occurring at BAZNAS

Palopo City. Primary data collection was conducted through interviews. The sampling technique
used was purposive sampling, as the samples or informants used must meet certain criteria. The
sampling criteria for this study were:

1. People who know the main problem of the research being raised

2. People who have worked at BAZNAS for at least 1 year

3. Have plenty of time to use as a source of information

4. Actively interact with BAZNAS institutions both as managers, mustahik and Muzakki.

Based on these criteria, the research informants used were the head of the Palopo City
BAZNAS, BAZNAS employees, and mustahik and muzakki in Palopo City. Furthermore, to
validate the data, this study employed triangulation techniques, which compare data obtained from
interviews with selected samples. Triangulation was conducted by comparing interview data with
previous research data from various perspectives. Data analysis, then, involved data reduction, data

presentation, and conclusion drawing.

RESULTS AND DISCUSSION
Implementation of Good Corporate Governance Principles in Improving the Performance
of BAZNAS Institutions in Palopo City

Zakat as one of the pillars of Islam has an important role in improving the welfare of
society.(Luntajo and Hasan, 2023)Effective and efficient zakat management requires the
application of Good Corporate Governance (GCG) principles to ensure transparency,
accountability, and effectiveness in fund distribution. In the context of BAZNAS Palopo City,
based on the results of an interview with Mr. Ibrahim (2024) as the Head of BAZNAS Palopo
City, who explained that BAZNAS Palopo City is very disciplined in maximizing the process of
managing zakat, infaq, and alms funds. Furthermore, Ronald, as a statf member of the social media
asset and IT section of Palopo City, said that:

"BAZNAS Palopo City applies the principle of healthy competition, meaning we compete
to create new creations or breakthroughs in accordance with existing principles to always
improve the distribution process, distribution model, and review model, but without
deviating from sharia principles.”
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The interview results confirmed that BAZNAS Palopo City has implemented good
governance principles in its management. This is in line with what Ahmad Nugraha (2023), a
financial staff member at BAZNAS Palopo City, stated that the overall implementation of these
governance principles is characterized bylmproving the quality of service provided by BAZNAS
employees in distributing zakat funds. Improved service quality demonstrates the good
performance of BAZNAS Palopo City from year to year. Based on the research results presented
above, it can be concluded that BAZNAS Palopo City has implemented the principle of fairness
in maximizing the management of zakat, infaq, and alms funds. Furthermore, BAZNAS also
implements the principle of healthy competition with the aim of further developing better
programs and services. Improving service quality will also increase public trust, which will have a
positive impact on the performance of BAZNAS itself.

The results of this study are in line withGood management theory emphasizes the
importance of good management practices as the key to an organization's successful performance.
The application of good governance concepts is part of the implementation of good management
practices that can improve BAZNAS's performance, resulting in operational efficiency and
effectiveness (Quang Trinh, 2022). Furthermore, the results of this study are also supported by
agency theory, which explains the importance of supervisory management within an organization.
In the context of BAZNAS, implementing the concept of good governance can support improved
BAZNAS performance through an effective supervisory system (Quang Trinh, 2022; Principale,
2023).

Furthermore, in the management aspect of the Palopo City BAZNAS, good governance
can be achieved by improving the skills and knowledge of all BAZNAS employees. Amil officers
must also possess sufficient knowledge of zakat, infaq, and sedekah (charity) with the aim of
providing education and understanding to other Muslim communities with minimal knowledge of
zakat, infaq, and sedekah (Pokhrel, 2024). In fact, many people still only know that the only zakat
that must be paid is zakat fitrah, whereas in Islam itself, zakat is divided into two types: zakat fitrah
and zakat mal. Furthermore, discipline is a solid foundation for implementing governance
principles because it makes work processes more orderly and efficient (Kango, Saerang and
Mangantar, 2020). Where each task and responsibility can be carried out in a timely manner and in
accordance with established procedures. Furthermore, the amil implementers are the spearhead in
the management and distribution of zakat (Yaasiin Raya, no date), plays a crucial role in educating
the public. Adequate knowledge will equip them with comprehensive knowledge of zakat, enabling

them to convey information that is true, accurate, and easily understood by the public.
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Healthy competition can encourage the growth of zakat collection institutions,
encouraging them to continuously innovate in developing better programs and services,
particularly within the BAZNS (National Alms Agency). This will positively impact communities
in need of assistance. Furthermore, if not managed properly, this healthy competition will hinder
collaboration between zakat collection institutions in addressing larger social issues, as they focus
too much on the quantity of fundraising while neglecting the quality of distribution and guidance
to those entitled to receive it.

Improving the quality of employee services has a very significant impact on the overall
performance of BAZNAS (Setyawati and Fikriyah, 2024). As the service provided to mustahik
(zakat recipients) improves, public trust in BAZNAS will increase. One way to improve the quality
of BAZNAS employee service is by enhancing employee competency through ongoing training
and development (Yaasiin Raya, no date) such as effective communication training with the aim
of improving communication skills with mustahik, muzakki, and external parties.

The results of this study are supported by previous studies which explain that the
implementation of Good Corporate Governance (GCG) carried out by BAZNAS is able to
improve organizational performance. Baznas has carried out performance based on the principles
of GCG, namely transparency, accountability, responsibility, independence, and fairness and
equality are needed to achieve corporate sustainability by taking into account stakeholders. This
principle is closely observed by BAZNAS at all levels. This is because at the end of each year,
Baznas at all levels must prepare an Annual Work Budget Plan (RKAT) which is approved by
Baznas RI. The approval of the RKAT from Baznas will serve as an official document that is useful

as a guide that must be followed in carrying out organizational activities for one year (Riani, 2021).

Obstacles and Challenges Faced by BAZNAS Palopo City in Implementing the Concept
of Good Governance

Implementing the concept of good governance in an organization is very crucial because
it provides many benefits (Abu Bakar and Darussalam, 2021). In the context of BAZNAS Palopo
City, based on the results of the interview, it was found that there are still various obstacles and
challenges in implementing the principles of Good Corporate Governance. The main obstacle
faced by the BAZNAS Palopo City institution lies in the management of the leadership. In an
interview conducted with the deputy head of the 4th division of HR services and general
administration said:

"So the leaders who are elected will be people who are truly sensitive and knowledgeable,
not just those who only develop from a general perspective without paying attention to
the welfare of the community, because one of the goals of BAZNAS is the welfare of the
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community and poverty alleviation, so we need a trustworthy government that can help

BAZNAS carry out zakat management." (Ibrahim, 2024)

The leadership role in BAZNAS's performance is key to its success in managing and
distributing zakat, infaq, and alms funds effectively and efficiently. A good leader is someone who
can formulate a clear vision and mission for BAZNAS and is also required to make sound decisions
when facing obstacles and challenges.

In addition, the challenges faced by the BAZNAS institution in Palopo CityThat is, trust,
meaning that zakat managers must be transparent about what they manage and then be able to
implement it for those entitled to receive it. Furthermore, it's necessary to publicize every activity
undertaken to increase public trust, as they perceive the activities as real. This aligns with the results
of interviews with BAZNAS Palopo City finance staff who stated:

"In its transparency, the BAZNAS institution uses the SIMBA application which can be
accessed by all members of the public. BAZNAS is always transparent to the public.
Transparency is very important because it can increase public loyalty so that the public will
have more trust in BAZNAS in distributing their zakat funds..” (Ahmad Nugraha, 2024)

The SIMBA application is an innovation designed to increase transparency and
accountability in zakat management (Amor and Candra, 2021). With this application, the public
can directly monitor how their zakat funds are managed and distributed, thereby increasing their
trust. When people feel confident that their zakat funds are being managed transparently, they will
be more motivated to pay zakat and participate in social programs organized by zakat institutions
(Firdaus, 2022).

The next obstacle is the quality of human resources. This aspect must be professional,
where the amils working at BAZNAS will be tested or tested for their abilities after receiving
guidance or training outside the organization (Munawaroh, Sartika Iriany and Hermina, 2023).
Then, it can be stated as competent or not, because competence itself is an indicator of someone's
knowledge, skills, and attitude or good behavior. This aligns with the results of interviews with
social media asset and IT staff of Palopo City, who stated that:

"At BAZNAS, the human resource development program is held every Friday, including
employee sharing sessions. They share opinions, experiences, and specific information, as
well as evaluate and discuss any challenges they are facing. Training held outside the region,
such as in Makassar or elsewhere, is also a way to improve human resources and enhance
BAZNAS employee performance." (Ronald, 2024)

With this HR development program, the values of integrity and professionalism will be

upheld by all employees, thereby creating a clean and transparent work environment (Taufik et al.,
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2024). This allows BAZNAS to operate effectively and efficiently, positively impacting the
optimization of managed funds and the productivity of the institution itself.

Several other studies have revealed that the challenges faced in implementing GCG include
transparency in management, selection of zakat recipients, and operational costs, but with proper
management, opportunities for efficiency in increasing public trust can be achieved (Wulansari,
2024). Furthermore, the relatively poor governance of zakat management institutions in the public
eye is one of the obstacles within BAZNAS itself. Consequently, public trust in zakat management
institutions is relatively low, and ultimately, people prefer to distribute their zakat directly to those
entitled to receive it without going through zakat management institutions (Houssam et al., 2023).

Based on the interview results above, BAZNAS faces challenges, one of which is public
trust. Therefore, BAZNAS uses an application called SIMBA, which displays how zakat funds are
managed and distributed effectively. The public can also view the website, providing confidence

that these funds are being distributed appropriately and effectively.

Implementation of Good Corporate Governance in Improving the Performance of
BAZNAS Palopo City with an Institutional Economic Approach

Zakat as one of the pillars of Islam has an important role in realizing social justice (Baihaqi
et al.,, 2024). One of the principles of good governance that must be implemented to improve
BAZNAS's performance is public trust. Public trust in zakat management institutions, such as
BAZNAS, is key to success in collecting and distributing zakat funds (Dwi, 2019). In the context
of zakat management, public trust is a very valuable asset (Putra and Irawan, 2023). Public distrust
can hinder zakat fundraising and erode the legitimacy of BAZNAS. Palopo City has significant
zakat potential. However, public trust in BAZNAS Palopo City's zakat management still needs to
be improved. Interviews with staff from the social media assets and IT departments of Palopo
City stated:

“BAZNAS consistently provides transparency in the distribution of funds to the
community or those who mustahik by providing direct distribution or going out into the
field to provide assistance to those who need it, or by utilizing it appropriately and
publishing all activities on the application.Indonesian Language Information
System(SIMBA).”(Ronald, 2024)

Transparency in the direct distribution of zakat funds is an effort made to increase public
trust (Yusuf and Masruchin, 2021). When the public can cleatly see how their zakat funds are
managed and distributed, they will feel confident that the funds are being used for the right
purposes and on target. This will reduce their doubts or suspicions about the use of zakat funds.

Furthermore, zakat institutions also need to publish information regarding beneficiaries, the
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amount of assistance provided, and the use of zakat funds in a transparent and easily accessible
manner (Fitriyah, 2022). This is in line with the results of an interview with Mr. Ibrahim, the head
of BAZNAS Palopo City, who explained that the digital platform will make it easier for BAZNAS
to provide information related to programs implemented by BAZNAS itself.

The theory of Good Corporate Governance (GCG) emphasizes important values such
asTransparency, accountability, responsiveness, independence, and fairness. In the context of
institutional economics, the implementation of these values plays a crucial role in improving the
structures and mechanisms that support interactions between various actors within the institution,
including managers, donors, and beneficiaries. Therefore, the implementation of good governance
at BAZNAS using an institutional economics approach can create a conducive work environment,
particularly in optimal zakat management (Mukhtaruddin et al., 2020).

Furthermore, institutional economics also emphasizes the importance of maintaining and
enhancing interactions with various stakeholders, such as donors, beneficiaries, and institutional
administrators. This interaction aims to improve BAZNAS's performance sustainably, enabling
BAZNAS administrators to gain a deeper understanding of community needs in the planning and
decision-making process (SETYAHADI and NARSA, 2020). In addition, to improve BAZNAS'
performance, the institutional economic approach also emphasizes the importance of innovation
and adaptation in BAZNAS management. In this aspect, BAZNAS needs to provide creative and
innovative solutions to improve sustainable performance. Furthermore, BAZNAS must also be
adaptive in identifying opportunities and challenges in institutional development (Muryanto, 2020).

One of the applications of innovation using an institutional economic approach is the use
of digital platforms that bring about significant transformation, where this digital platform is not
just a tool but also a bridge that connects muzakki (zakat givers) and mustahik (zakat recipients)
(Rukmana et al., 2023). For example, people no longer need to visit the BAZNAS office to pay
their zakat. With just a few clicks, they can pay their zakat through various available payment
methods. Furthermore, people can monitor how their zakat funds are managed and distributed.
Every transaction is clearly recorded, providing a sense of security and trust to those paying zakat
(Wa'adarrahmah and Haris, 2024).

Several other studies have shown that developing an institutional economics-based
management system can foster trust and loyalty among zakat payers. This can be achieved by
improving good governance within the organization, namely by implementing sound principles
(Hasibuan and Juliati Nasution, 2024). The public also requires transparency regarding information
regarding the distribution and receipt of zakat. Therefore, BAZNAS must disclose the information

it holds in a timely, adequate, clear, accurate, and easily accessible manner to zakat payers, in
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accordance with their rights. Zakat payers who have easy access to information will feel satisfied
because their needs are met, which will make them maintain their trust in BAZNAS and be
reluctant to switch to other channels to distribute their zakat (Rapindo, Aristi and Azhari, 2021).
Based on the research results above, it can be concluded that the application of good
governance principles with an institutional economic approach is crucial for improving the
performance of the National Zakat Agency (BAZNAS). The digital platform makes it easier for
BAZNAS to provide information regarding its programs. The public demands transparency
regarding the distribution and receipt of zakat funds. Therefore, the presence of this digital
platform provides an opportunity for BAZNAS to present this information, allowing the public

to see it indirectly (through the digital platform).

CONCLUSION
This study shows that the implementation of Good Corporate Governance (GCG)

principles at BAZNAS Palopo City has been maximized to improve sustainable performance. This
includes transparent, accountable, open, and effective BAZNAS management. Furthermore,
BAZNAS is striving to improve transparency through information systems and human resource
development programs.

Furthermore, improving BAZNAS's performance through the principles of good
governance with an institutional economic approach is achieved through increased interaction with
various stakeholders, increased innovation, and adaptive services through the use of digital
platforms. The importance of transparency regarding zakat distribution and receipt is emphasized,
as this can increase the trust and loyalty of zakat payers. By providing access to clear and accurate
information, BAZNAS can prevent zakat payers from switching to other institutions and build
stronger public trust. Overall, the implementation of GCG not only contributes to better zakat
management but also plays a vital role in improving community welfare through effective and

responsible zakat management..
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