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Abstract 
 
Introduction to The Problem: Empowerment of the community economy based on Islamic 
values is a strategic issue in social development in Indonesia, especially amidst increasing 
economic inequality and the challenges of globalization. The Sidogiri Zakat Institution (LAZ), 
affiliated with Islamic boarding schools, plays an important role in addressing this issue through 
a structured Islamic philanthropic approach. 
Purpose/Objective Study: This study aims to analyze the strategy of the Sidogiri Zakat 
Institution (LAZ) in implementing Islamic values in the community economic empowerment 
program and its impact on social transformation. 
Design/Methodology/Approach: Using a descriptive qualitative approach, data were collected 
through interviews, observations, and documentation. 
Findings: The results of the study indicate that LAZ Sidogiri implements two forms of fund 
distribution, namely consumptive and productive, with the support of programs such as caring 
for education, health, the environment, the economy, and needs-based social programs. Although 
various programs have been implemented in a structured manner, their implementation still 
faces a number of challenges, including limited professional human resources, a weak monitoring 
system, and negative perceptions from the community. The positive impact of the LAZ Sidogiri 
economic empowerment program is seen in increasing community access to capital assistance 
and business training, although the scope is still limited. This study concludes that strengthening 
socialization strategies, improving the quality of human resources, and institutional transparency 
are essential in order to expand the impact of the program and ensure the sustainability of social 
transformation based on Islamic values. 
Paper Type: Research Article 
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Introduction 

Empowerment of the community economy based on Islamic values is a strategic issue in 

social development in Indonesia, especially amidst increasing economic inequality and the 

challenges of globalization. Empowerment comes from the word (daya) in the general dictionary 

of the Indonesian language, meaning the ability to do something (Poerwadarminta, 1966). While 

in English from the word empowerment. As for empowering the meaning of empower. According 

to the Oxford English Dictionary, the word empower has two meanings, namely: to give power or 

authority to or give power, transfer power or delegate authority to another party, second: to give 

ability to or enable or efforts to provide ability or empowerment (Nadzir, 2015). 

The Sidogiri Zakat Institution (LAZ), affiliated with Islamic boarding schools, plays an 

important role in addressing this issue through a structured Islamic philanthropic approach. 

However, the effectiveness of economic empowerment programs run by LAZ Sidogiri still faces 

various challenges, such as limited reach and lack of innovation in managing productive zakat 

funds. The distribution of productive zakat at LAZ Sidogiri Bangkalan branch only reaches 20% 

of the total ZIS funds, and most of it is directed to alumni of Islamic boarding schools without any 

effort to reach mustahiq outside the community. This indicates the need for evaluation and 

development of more inclusive and sustainable economic empowerment strategies (Hammam & 

Choiri, 2021). 

Economic inequality and poverty are still major challenges in Indonesia, especially in rural 

areas. Overcoming poverty is essentially an effort to empower poor people to be independent, 

both in the economic, social and cultural fields. Because poverty is a multidimensional problem, 

it cannot be overcome only with empowerment strategies that only focus on the economic side. 

So far, poverty has been more often associated with the economic dimension, because this 

dimension is the easiest to observe, measure and compare (Syamsuri, 2019). 

One of the ways demanded by Islam from Muslims to eradicate poverty is the existence of 

zakat which is an inseparable part of the pillars of Islam. The description of zakat is a clear sign 

and does not contain ambiguity regarding the will of Allah to ensure that no one suffers from 

poverty, lack of means to meet their basic needs. Zakat, which literally means as a purification, 

growth, blessing and praise, is essentially a financial obligation of a Muslim to pay part of his net 

wealth or agricultural products, if it exceeds the nisab limit (a certain amount as part of a 

religious obligation that must be fulfilled) (Ivlev & Ivleva, 2018). 

Zakat is a pillar of Islam that reflects the determination to purify society from the disease 

of poverty. Zakat also purifies the wealth of the rich and purifies society from violating Islamic 

teachings due to unfulfilled basic needs. Zakat is an expression of gratitude from a servant to 

Allah for His gifts and mercy which are manifested in the form of growth in wealth and welfare of 

all members of society. Zakat also guarantees short-term and long-term interests, by seeking 

Allah's pleasure for the wealth they have (Chapra, 2000). Islamic efforts to overcome poverty are 

not temporary or half-hearted efforts. Poverty alleviation for Islamic teachings is one of the 

unique principles with strong foundations. It is not surprising that zakat, which has been made by 

Allah as a source of guarantee for the rights of the poor, is determined as the third pillar of Islam 

(Yusuf, 1985). Thus, poverty alleviation and efforts to bridge the gap between the rich and the 

poor are by increasing empowerment through zakat (Yusuf, 1985). The instrument of community 

empowerment in Islam is using zakat. Zakat is able to reduce the social gap between the rich and 
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the poor, zakat can increase the ability to buy goods and services of the poor from being unable to 

buy to being able to buy goods and services. In conclusion, zakat is able to increase consumption 

and encourage economic growth in society (Ryandono, 2008). 

The Sidogiri Zakat Institution (LAZ), affiliated with Islamic boarding schools, plays an 

important role in addressing this issue through a structured Islamic philanthropic approach. The 

Sidogiri Community Development (SCD) program run by LAZ Sidogiri aims to improve the welfare 

of mustahik through the distribution of integrated Zakat, Infak, and Sedekah (ZIS) based on 

community empowerment. However, the effectiveness of economic empowerment programs run 

by LAZ Sidogiri still faces various challenges, such as limited resources and technological gaps. The 

main obstacles faced include limited resources, technological gaps, and program complexity. This 

indicates the need for evaluation and development of more inclusive and sustainable economic 

empowerment strategies (Ahmad, 2024). 

Previous studies have discussed the role of Islamic boarding schools in empowering the 

community's economy through social and spiritual approaches. For example, a study by 

Hendratmi and Widayanti explored the business model of Baitul Maal wat Tamwil (BMT) UGT 

Sidogiri which is based on Islamic values in microfinance (Hendratmi & Widayanti, 2017). 

However, there is still a gap in the literature regarding the integration of Islamic values in the 

economic empowerment strategy implemented by LAZ Sidogiri, especially in the context of 

sustainable social transformation. In addition, there has not been much research examining the 

impact of LAZ Sidogiri programs on improving the economic welfare of the community 

empirically and comprehensively. Therefore, a more in-depth study is needed to understand how 

Islamic values are implemented in economic empowerment programs and how they impact 

social transformation. The study by Syamsuri et al explored the role of LAZ Sidogiri in 

empowering the economy of the Pasuruan community through Islamic philanthropy. However, 

there is still a gap in the literature regarding the integration of Islamic values in the economic 

empowerment strategy implemented by LAZ Sidogiri, especially in the context of sustainable 

social transformation. In addition, there are not many studies that examine the impact of LAZ 

Sidogiri programs on improving the economic welfare of the community empirically and 

comprehensively. Therefore, a more in-depth study is needed to understand how Islamic values 

are implemented in economic empowerment programs and how they impact the social 

transformation of the community (Kamaluddin, 2020). 

This study aims to analyze how LAZ Sidogiri integrates Islamic values in its community 

economic empowerment program and how the program contributes to social transformation. 

The main research questions include: (1) What is LAZ Sidogiri's strategy in implementing Islamic 

values in its economic empowerment program? (2) What are the challenges faced in 

implementing the program? (3) What is the impact of LAZ Sidogiri's economic empowerment 

program on community welfare? By answering these questions, this study is expected to 

contribute to the development of an effective and sustainable Islamic value-based economic 

empowerment model. In addition, the results of this study can be a reference for other Islamic 

philanthropic institutions in designing and implementing economic empowerment programs 

that are oriented towards social transformation. 

The integration of Islamic values in the economic empowerment program by LAZ Sidogiri 

has great potential in creating sustainable social transformation. By prioritizing principles such 
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as justice, togetherness, and blessings, these programs can improve community welfare and 

strengthen social cohesion. However, to achieve these goals, a holistic and innovative approach 

is needed in program planning and implementation. The study by Kutsiyah shows that strong 

social capital in the pesantren environment can be an important capital in supporting the success 

of economic empowerment programs. Therefore, this study will examine how LAZ Sidogiri 

utilizes social capital and Islamic values in developing effective economic empowerment 

programs, as well as their implications for social transformation in society (Kutsiyah, 2020). 

 

Methodology 

The research methodology used in this study is a qualitative method with a descriptive 

approach, which aims to describe, summarize social phenomena in society, and attempts to draw 

social reality to the surface as a characteristic, character, nature, model, sign, or description of a 

particular phenomenon (Bungin, 2007). This study will produce descriptive data in the form of 

words. The data analyzed in it is descriptive and not in the form of numbers as in quantitative 

research (Mu’alina & Husain, 2023). While the type of research is descriptive analysis in the form 

of written data by re-describing the data collected from the research object (Moleong, 2019). This 

research focuses on the role of LAZ Sidogiri in empowering the economy of the Genteng 

Banyuwangi community. 

To obtain data related to the research issue, the author uses a type of field research data 

collection method, namely collecting data by conducting an in-depth study of the object being 

studied to obtain a complete and organized picture of the research subject (Huberman & others, 

2014). This research was conducted through primary and secondary data collection (Widyasari 

et al., 2024). Primary data was obtained from the head of the HRD division of LAZ Sidogiri and the 

admin officer of the LAZ Sidogiri program report. While secondary data was obtained from 

reports related to the implementation and achievements of the empowerment program and 

documentation or archives owned by LAZ Sidogiri. 

Secondary data were collected through documentation, such as supervision reports, 

official guidelines, and policies related to professional development (Harduf & Berkovich, 2025). 

Data analysis was carried out using thematic analysis techniques, where the data obtained was 

organized, coded, and categorized into main themes relevant to the research objectives. Data 

validity was maintained through triangulation of data sources, namely by comparing information 

from various parties and data collection techniques (Esrar et al., 2023). The analysis process was 

carried out iteratively, by combining empirical findings from the field with supervision theory 

and the concept of professionalism. This methodology is expected to be able to provide a 

comprehensive picture of the supporting and inhibiting factors in the implementation of the 

achievement of empowerment programs, as well as provide strategic recommendations to 

improve professionalism. 

 

Results and Discussion 

A. LAZ Sidogiri's strategy in implementing Islamic values in economic empowerment 

programs 

Economic empowerment is not only interpreted as an activity or program that merely 

provides economic assistance to the community, but is a dynamic process that drives collective 
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consciousness (Husain et al., 2024). This process aims to raise public awareness of the potential 

they have, so that this potential can be actualized and provide real, sustainable benefits for their 

lives. Thus, economic empowerment is an effort to transform community resources so that they 

are able to meet their economic needs independently and sustainably (Amalia, 2016). 

According to Gunawan, in order to realize the goal of community economic 

empowerment, a number of strategies are needed to support the achievement of this goal (Ismail 

Hasang & Nur, 2020): 

1. Providing access and opportunities to the community, especially in order to increase 

production capacity, income, and encourage the formation of savings that can be used as 

sustainable business capital. 

2. Strengthening partnerships in economic activities through the support of adequate facilities 

and infrastructure, in order to facilitate the production process and increase business 

efficiency. 

3. Cultivating a spirit of solidarity and a sense of togetherness among members of society, so 

that a sense of self-confidence arises in meeting economic needs, as well as increasing 

awareness, willingness, and collective responsibility in economic activities. 

4. Improving the quality of services in the fields of education and health as a strategic effort in 

developing human resources, considering that both have an important role in determining 

the level of community productivity. 

5. The industrial sector development policy must be directed at strengthening community 

industries integrated with large-scale industries. The industrialization process needs to be 

pushed down to the village level by utilizing available local potential. 

Based on this strategy, community economic empowerment aims to mobilize human 

internal potential and optimize natural resources, accompanied by efforts to improve overall self- 

capacity. 

It is known that LAZ Sidogiri implements two forms of zakat, infaq, and sedekah funds 

distribution, namely consumptive and productive. In its implementation, LAZ Sidogiri 

collaborates with several partners, both within the Sidogiri Islamic Boarding School environment 

and outside, such as BMT UGT Sidogiri and BMT Maslahah Sidogiri, both of which are still under 

the auspices of the boarding school. 

Ustadz Zainal Arifin explained that the fundraising was done by visiting the muzakki's 

residences in the Genteng Banyuwangi City area. In addition, there were also donors who 

submitted directly to the LAZ Sidogiri office or via bank transfer. The funds collected were then 

distributed to the parties entitled to receive them in accordance with applicable provisions. 
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Figure 1. Fund Distribution Report 

Source: Documentation Based on Interviews 

From the explanation above, it can be concluded that LAZ Sidogiri has a special strategy in 

collecting funds from donors, both permanent and non-permanent donors, including from 

partner institutions. All funds collected are distributed through a selection process so that they 

are right on target to those who are entitled to receive them. According to information from 

Ustadz Ahmad Asror as the program report admin officer, the distribution of zakat funds at LAZ 

Sidogiri is carried out through two approaches, namely consumptive and productive. Until now, 

the distribution process has been running well and in accordance with the program that has been 

designed, especially in the distribution of zakat that has been given to those who are entitled to 

receive it based on the eight groups (asnaf) stipulated in the sharia. 

Overall, LAZ Sidogiri has various fund distribution programs that cover various aspects 

of community life. Among them: 

1. The Peduli Pendidikan Program, which is intended for students under the guidance of LAZ 

Sidogiri. This program is divided into four categories, namely providing scholarships for 

orphans and the poor, scholarships for outstanding students, improving the quality of 

teachers, and sending preachers or educators to various regions. 

 
Figure 1. Awarding of Outstanding Students 
Source: Documentation Based on Interviews 
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2. Health Care Program, which aims to ease the burden of medical treatment for the 

underprivileged. Activities in this program include free medical treatment, mass 

circumcision, free ambulance services, provision of milk for malnourished toddlers, 

assistance for pregnant women, and distribution of qurban meat. 

Figure 2. Assistance for Pregnant Women 

Source: Documentation Based on Interviews 

 

3. Environmental Care Program, which is realized through the repair of uninhabitable houses 

belonging to the poor, environmental and public facility cleaning activities, rehabilitation of 

places of worship and schools, and greening activities such as planting trees and distributing 

fish seeds. 

Figure 3. Repair of Uninhabitable House 

Source: Documentation Based on Interviews 

 

4. The Economic Care Program is divided into three main forms of activities: providing business 

capital assistance for underprivileged communities, training and improving the quality of 

human resources in the field of entrepreneurship, and support for small and medium 

enterprises (SMEs and MSMEs). 
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Figure 4. Provision of MSME Tools 

Source: Documentation Based on Interviews 

5. The Ceria Ramadhan program includes the distribution of takjil, Ramadhan safari activities 

for orphans and the poor, as well as the provision of holiday gifts to muezzins, religious 

teachers, and mosque administrators. 

Figure 5. Activities for Sharing Takjil and Mass Circumcision during Ramadan 

 

Source: Documentation Based on Interviews 

6. Disaster Victim Response Program, namely providing assistance to communities affected by 

natural disasters in the form of medicines, vitamins, clean water, clothing and food needs, and 

other basic needs. 

Figure 6. Provision of Assistance to the Community 

 

Source: Documentation Based on Interviews 
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7. Muharram Happiness Program, a special activity held every Muharram month, which focuses 

on providing assistance to orphans. 

 

Figure 7. Moment of giving assistance to orphans 

Source: Documentation based on interviews 

From the explanation above, it can be concluded that LAZ Sidogiri has various 

empowerment programs that cover the education, health, environment, economy, disaster 

relief sectors, as well as other special programs that can be run according to needs. 

 

B. Challenges faced in implementing economic empowerment programs 

Empowerment can be interpreted as a series of activities aimed at strengthening the 

strength or capacity of weak community groups, through encouragement, motivation, and efforts 

to raise awareness of the potential they have so that it can be realized in real action. More 

broadly, empowerment also refers to the process of building capacity by exploring and 

developing the potential of the community, so that they are able to improve their quality of life 

independently (Hasan et al., 2022). 

In addition, empowerment also includes efforts to expand people's life choices through 

optimizing existing potential, as well as utilizing resources effectively to produce maximum 

benefits. This means that empowered people are those who have the ability to determine the 

best choices for themselves and have access to various alternatives to improve their welfare 

(Bariadi et al., 2005). Thus, community economic empowerment is a dynamic process that 

aims to encourage economic independence through developing the internal potential of the 

community itself. 

In implementing the community economic empowerment program, LAZ Sidogiri seeks 

to optimize each activity through the beneficiary selection process, both through field surveys 

and monitoring systems. However, there are still a number of obstacles and shortcomings found 

in practice in the field. 

Based on the results of interviews with program report admins, there were several 

problems faced, including: 

1. Problems in fund distribution, especially in the management of empowerment programs 

after the funds are distributed. The monitoring system (controlling) has not been running 

optimally, which is caused by limited human resources that are not yet fully professional. In 

addition, the recruitment process for officers is not carried out directly by the internal 

party of LAZ Sidogiri, but rather based on direct appointment from the kiai of the Sidogiri 

Islamic Boarding School. 

2. The appointment of officers is carried out directly by the LAZ Sidogiri supervisor without 
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going through a formal selection process from the institution. Officers who are appointed 

are immediately assigned to certain positions even though they are still in the learning 

stage and do not fully understand the work system and tasks in the LAZ Sidogiri 

environment. 

3. The obstacle of public perception, namely when officers in the field are often 

misunderstood as beggars by some people. This shows that there are still many people 

who do not understand the role and function of amil zakat. If the community has the right 

understanding, then this negative perception will not arise. 

According to Ustadz Zainal Arifin, the responses of the surrounding community to the 

existence of LAZ Sidogiri are varied; some give positive appreciation, but some also judge it 

negatively. The negative perception arises from some people who think that LAZ Sidogiri often 

asks for assistance directly from residents. In fact, LAZ Sidogiri is not asking for assistance, but 

only offering participation in programs that are being run. If there are people who are willing to 

cooperate, then LAZ will provide a statement letter that establishes them as permanent donors. 

Meanwhile, Ustadz Ahmad Asror added that in facing various perceptions and 

challenges, the strategy used is the principle of "face it, live it, and enjoy it." This principle 

reflects the high level of responsibility that every LAZ Sidogiri officer must have, considering 

that this task is a direct mandate from the leadership of the Sidogiri Islamic Boarding School. By 

approaching through socialization, and providing a clear understanding to the community, it is 

hoped that the community can recognize and understand that LAZ Sidogiri is a professional and 

trusted zakat management institution. 

 

C. The impact of the LAZ Sidogiri economic empowerment program on community 

welfare 

LAZ Sidogiri pays close attention to the concept of zakat utilization in order to realize a 

more prosperous community life. The formulation of ZIS (Zakat, Infaq, and Sedekah) fund 

management is directed to achieve the main objective of the zakat management institution, 

namely to eradicate poverty. This is in line with the opinion of Yusuf Qardawi who stated that 

zakat is not just temporary assistance to ease the burden of the poor, but has a broader goal, 

namely to overcome the root of the problem of poverty and help the poor to be independent and 

live a sufficient life sustainably (Qardhawi, 2005). Ideally, the zakat that is distributed must be 

able to solve the problem of poverty by providing business opportunities, skills training, 

education, motivation, and real capital support. With these provisions, zakat recipients 

(mustahiq) are expected to be able to improve their economic conditions, even transform into 

muzakki in the future, namely people who are able and contribute by paying zakat from part of 

their wealth. 

 

Conclusion 

The results of this study indicate that LAZ Sidogiri has implemented a number of 

economic empowerment programs as a form of concern for improving the standard of living of 

the community. These programs include business skills training, providing capital assistance to 

the underprivileged, and developing human resources in the field of entrepreneurship. However, 

in its implementation, there are several obstacles, especially in the aspect of fund distribution 
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which has not run optimally due to a weak monitoring system. This condition is caused by the lack 

of competent and professional human resources in managing and supervising empowerment 

funds. As a solution, training is needed for LAZ Sidogiri officers, accompanied by innovation in 

socialization strategies to the community, and increasing transparency through the publication 

of reports that can be accessed by the public. 
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