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	This document will highlight the need for ending taxing system and the importance of implementing Zakat based system for the benefit of society and better future of our country .It will also highlight the Quranic verses and Hadith related to Zakat. Moreover ,it will conclude the way to build interest free system in Pakistan




Ending   Exploitative Taxation

Ending exploitative taxation means putting a stop to unfair, excessive, or abusive tax practices that disproportionately harm ordinary citizens — especially the poor and middle class — while often benefiting the wealthy or powerful.

Ending   Exploitative Taxation
“When plunder becomes a way of life... they create for themselves a legal system that authorizes it’’                                 (Frederic Bastia)
EXPLOITATIVE   TAXATION:
Making use of a situation or treating others unfairly in order to gain an advantage or benefit is called exploitative taxation.
Explanation:
By exploitative taxation, I mean the following:
1. Indirect   taxation:
An indirect tax is a form of taxation where the tax is collected by an intermediary, such as a manufacturer or retailer, and then passed onto the consumer through the price of a good or service. While the entity collects the tax, the consumer ultimately bears the cost by paying a higher price.
Difference between direct and indirect taxation:
Indirect taxes differ from direct taxes in that the individual or entity legally liable to pay the tax isn’t the one who bears the burden. Instead, the tax is transferred to the consumer.
 For example, while a manufacturer may be responsible for paying excise duties on fuel, liquor, or cigarettes, these costs are typically passed on to the consumer as part of the product’s price.
By contrast, income tax is the clearest example of a direct tax, since the person earning the income is the one directly paying the tax. Admission fees to a national park are another example of direct taxation.
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A zakat base system for justice economic growth and welfare of all

“Zakat is not just a pillar of faith—it’s a pillar of justice. Let’s build an economy where compassion fuels progress.”



In vaults of silence, wealth may sleep,  
While hunger walks the streets and weeps.  
But Zakat—divine and just decree
Unlocks the chains so souls are free.

Not charity, but sacred right,  
A flame that turns the dark to light.  
From hands that give, the heart is healed,  
And wounds of poverty are sealed.

It’s not the coin, but what it breaks
The pride, the greed, the soul that aches.  
A bridge between the high and low,  
Where mercy like a river flows.
ZAKAAT  (Quranic verses)
1. Surah Al-Baqarah (2:177)
"Righteousness is to give wealth despite love for it to relatives, orphans, the needy, the traveler, those who ask, and for freeing slaves”
2. Surah At-Taw bah (9:60)
"Zakat is only for the poor, the needy, those employed to collect it, those whose hearts are to be reconciled, for freeing slaves, for those in debt, for the cause of Allah, and for the traveler."
3. Surah Al-Baharat (2:43)
"Establish prayer and give zakat, and bow with those who bow."
4. Surah Al-Muzzammil (73:20)
"Establish prayer, give zakat, and lend to Allah a good loan."
5. Surah Fussilat (41:7)
"Woe to those who associate others with Allah—those who do not give zakat and deny the Hereafter.”
What actually zakat is?

The word zakat comes from the root of Arabic word of ‘zakat’ that means mercy, grown, clean, good, and be proud of. In terms of terminological definition, zakat means some specific properties that are required by the God almighty to be given to those who are entitled. Zakat, Islamic religious tax is one of the pillars of Islam that must be met by the Muslims who are eligible.
 According to Islamic history, the word zakat has two different connotations. This means that zakat is a blessing, purity, kindness, and progress on the property after the payment of charity that was made at a certain rate and to be distributed among entitled recipients. Being one of the five pillars of Islam, zakat is a religious obligation for all Muslims who meet the necessary criteria of wealth.
It is not a charitable contribution, it is considered to be obligatory in Islam. Zakat is based on income and the value of all of one's possessions during a lunar year. 


The Features of Zakat in Islam:

Zakat is divided into two main categories namely Zakat al-mal and Zakat al- fit rah:
• Zakat al-Mal:
 Zakat ul mal is required from those who have a savings after meeting their family’s basic needs; Islamic legal guidelines suggest that 2.50% of those savings be contributed as charity. The Zakat on wealth and possessions are classified into:
• Zakat for Income and Salary
• Zakat for Business
• Zakat for Savings
• Zakat for Stocks
• Zakat for Gold and Silver
• Zakat for Agriculture and Poultry

• Zakat al- Fit rah:

 Zakat ul Fitr is a set amount of money that Muslims are required to pay by the end of the Holy month of Ramadan. This charity is paid by the head of household on behalf of each member of his/her family; the amount is usually set as the cost of one meal per family member multiplied by the number of family members. It is an obligation upon all Muslims, which must be paid at the end of Ramadan before observing the ‘Eid prayer.
Zakat for social justice:

Zakat as an Islamic Tool for Social Welfare:
· Brotherhood is one of the core fundamental principles of Islamic Tradition on the basis of which social welfare is mostly dependent.
·  The ethical ideal of Islam is to maintain the harmony between religion and life thus can satisfy both the spiritual and the worldly desire of man. Zakat is important to combat and enhance welfare in the society. 
· Zakat is the first known system of      community-wide welfare regulated as a social support network. 
· It is a meaningful institution with a clearly defined religious-social-economic mandate. Its rules, regulations, structures, standards, and specific functions are well-established.
·  It does not depend on voluntary charity, and its collection is enforceable by society.
·  The zakat system revealed by Allah and instituted by the Prophet was complete and functional among Muslims in the seventh century. Within a few years of the Prophet’s migration to Madinah, the zakat system had become so effective that very few people even needed it.
· One of the most important virtues of zakat is to be noted that it is a social welfare tool providing for the poor and linking each to all and all to each. 
· It enables people to separate themselves from those social practices that guarantee the impoverishment of some.
·  This is in accordance with the following Quranic verse:
 “The alms are only for the poor and the needy, and those who collect them and those whose hearts are to be reconciled, and to free the captives and the debtors, and for the cause of Allah, and (for) the wayfarers; a duty imposed by Allah. Allah is Knower, Wise.”
Zakat based system for economic growth 
When a certain percentage of one’s wealth is spent annually over the foregoing eight categories as prescribed in the Qur’an, zakat has a significant economic impact on society. Income support provided to the poor and needy would result in a measured increase of the money supply in the economy causing upward shift in demand for goods and services. To support this upward shift in the demand for basic necessities of life such as food, clothing, shelter etc., the production facilities would gradually expand and begin to absorb the idle capital. To support the increased production, the economy would generate more jobs and new employment opportunities. This added employment in turn would generate more demand for goods and services, more room for additional investments, and finally, the growth cycle based on balance consumption would contribute to a balance economic growth.
· As noted above, fir-riqaab, the fifth category of zakat expenditures, (in addition to ransoming prisoners of war), relates to freeing of slaves. Today, obviously, human beings are no longer bought and sold as property. But by extrapolating the intent of this category, it can be safely stated that one of the basic purposes of zakat is to free human beings from economic slavery as well. The majority of people living in poor countries suffer from abject economic slavery at the hands of many local landlords, rich industrialists, and multinational corporations that exploit natural resources. 
· One of the best ways to free people from economic slavery is to first give these oppressed
People temporary relief and then, for economic rehabilitation through essential financial resources to acquire training, equipment, and material. For example, small businesses or privately owned “cooperatives” could be created. A regular flow of income of these entities would accrue to the recipients. Depending upon the rate of profit and retained earnings, the value of these enterprises would progressively grow. The income multiplier effect not only would benefit the economy several times the original investment in these enterprises, it would enable the poor to eventually become self-sufficient and free themselves from economic slavery while contributing to the economic stability of the society.
· Expenditure on the sixth category, al-gharimun, is designed to assist those people who, being overburdened with debts, are unable to fulfill their obligations. A closer understanding of this category would reveal that Islam does not allow bankruptcy where creditors, whether individuals or financial institutions, eventually pass on their bad debts to the consumers in the form of increased prices. Such increases, if not offset by other elements of consumer
Price index, eventually contribute to inflation. To provide for such contingencies where debtors who contracted debts in good faith but due to conditions beyond their control, such as sudden sickness, natural or economic catastrophes, cannot redeem them, expenditure of zakat for redeeming the debts of al-gharimun not only helps maintain price stability, it eliminates one of the important factors which contributes to inflationary cycle.
· To satisfy the seventh category, fee-sabeelillah (in the cause of God), zakat funds when spent for education, medical care, and social welfare of those who otherwise cannot afford them or are oppressed, provide moral stability and human dignity to the recipients, essential elements in maintaining economic harmony. 
· Likewise, by providing financial assistance to ibn as-sabil who may be refugees or political exiles, the expenditure of zakat, while maintaining the human dignity and general well-being of the recipients, contributes toward their economic self-sufficiency. Over a period of time they no longer will be a burden on the society.
That zakat is universal in its scope can be seen in the manner in which it is collected and distributed. After
providing for the needs of eligible near kin, the zakat fund is designed to cover the needs of those who live in the community where zakat is collected and then to those eligible recipients living in the county, state, country, and finally the world at large.
Through accumulation of surplus in zakat funds during prosperous years, the institution of zakat provides
necessary contingency funds during depressed economic conditions when zakat revenues may not be sufficient to meet the required needs of the society.
The levy of zakat, particularly on the idle portion of an individual’s wealth, induces the zakat payer to seek
a return on his wealth at a rate at least as high as the rate of zakat, so as to be able to pay zakat without reducing his/her wealth.
Zakat (in terms of hadith)
1. Zakat as a Pillar of Islam
“Islam is built upon five pillars: testimony of faith, prayer, giving zakat, fasting in Ramadan, and pilgrimage to the House (Hajj). Sahih Bukhari & Sahih Muslim”
Zakat as a Sign of True Faith
                         “Charity is a proof (of faith).”  Sahih Muslim
3. Neglecting Zakat Leads to Punishment
“Whoever is made wealthy by Allah and does not pay the zakat of his wealth, then on the Day of Resurrection it will be made into a bald-headed poisonous snake… and it will encircle his neck. “Sahih Bukhari
Conclusion 
Zakat based system is introduced in Quran by Allah. The one which has created us better know which system is best for us so we should follow zakat based system and it will play a significant role in prosperity and welfare of society.(In sha Allah )



Topic: 2
Reforming money and banking 
“How Full-reserve, interest –free system can eliminate government debts, delicts and inflation”
Full-reserve banking means banks must keep 100% of customer deposits in reserve they cannot lend out deposit money.
Interest-free implies that loans and investments are made without charging interest, aligning with Islamic finance principles of equity and risk-sharing.

Surah Al-Baqarah (2:275–279)
“Those who consume interest cannot stand [on the Day of Judgment] except as one stands who is being beaten by Satan into insanity... Allah has permitted trade and forbidden interest.” “If you do not give up [interest], then be warned of a war from Allah and His Messenger”
Monetary reform refers to proposals to change a country's monetary system, including how money is created, regulated, and distributed. Such reforms seek to address perceived problems with current monetary schemes, like financial instability, wealth inequality, or inflation. Monetary reform movements grow during economic crises, proposing alternatives to prevailing systems.
Reforms range widely from a return to commodity-backed currencies like the gold standard to more radical changes like full reserve banking or government-issued debt-free money. Some reforms seek technical adjustments to existing systems, while others propose to fundamentally restructure money's economic functions.
Financial strategies: play a vital role in achieving debt-free living in 2025. By adopting effective debt elimination strategies, you can take control of your finances and work towards a debt-free lifestyle. Budgeting becomes an essential tool to track your income and expenses, allowing you to identify areas where you can cut back and allocate more towards debt payment.
Smart debt elimination: is another crucial aspect of achieving debt-free living in 2025. By prioritizing high-interest debts and employing debt repayment strategies such as the snowball or avalanche method, you can accelerate your progress towards paying off your debts.
Key Takeaways:
· Implementing financial strategies and budgeting tips is vital for achieving debt-free living in 2025.
· Smart debt elimination techniques, such as prioritizing high-interest debts, can expedite your journey towards becoming debt-free.
· Tracking your income and expenses through budgeting helps identify areas where you can reduce spending and allocate more towards debt repayment.
· Adopting effective debt repayment strategies, such as the snowball or avalanche method, can accelerate your progress in paying off your debts.
· By following these strategies, you can experience the peace of mind that comes with a debt-free lifestyle and financial independence.
Implementing a Budgeting Strategy
Here are some key budgeting tips to incorporate into your debt reduction plan:
· Track all income and expenses
· Identify nonessential expenses and cut back where possible
· Create a debt repayment category in your budget
· Set realistic financial goals
Once a budget is established, it’s important to focus on savings strategies.
Implementing Savings Strategies
Savings play a crucial role in debt reduction. Building an emergency fund provides a safety net, allowing individuals to avoid taking on new debt in case of unexpected expenses. Additionally, having savings can also provide a sense of security and reduce financial stress.
Here are some effective savings strategies to consider:
· Automate savings by setting up regular transfers to a separate savings account
· Reduce discretionary spending and divert saved money towards savings
· Consider exploring higher-yield savings accounts or investment opportunities
 The Prophet Muhammad ﷺ said:
“Whoever takes a loan intending to repay it, Allah will help him.”(Sahih al Bukhari)
                                                    
 “O Allah! I seek refuge with You from sin and heavy debt.”       (Sahih al-Bukhari 2397)
Proposed model:
· Pakistan’s huge debt servicing problem can be resolved through full reserve banking, which will eliminate high inflation, government debt, and interest costs. Full reserve banking represents a transformative shift toward financial stability, economic growth, and inclusive prosperity; it has a clear overlap with the principles of Islamic economics and the true foundations of Islamic banking.

· This was proposed by Qanit Khalil, chartered accountant and economic analyst, during a roundtable titled “A Solution for Tackling Huge Government Debt, Interest Costs, and Inflation in Pakistan: Full Reserve Banking Model” held at the Institute of Policy Studies (IPS), Islamabad. The session was also addressed by Khalid Rahman, chairman, IPS, Tahir Hijazi, former member Planning Commission, and economists and financial experts.


· In his proposal to address Pakistan’s economic challenges, Qanit Khalil advocated adopting full reserve banking as a transformative solution with far-reaching implications. He said that a staggering 60 percent of government revenue is currently allocated to interest payments, fueled by increased expenditure on debt servicing from less than PRs. 200 billion in 2003-04 to a staggering PRs. 7,300 billion in 2023-24. Out of this, 90 percent of interest costs are for servicing domestic loans.

· He proposed that an innovative economic solution to these problems is full reserve banking to tackle high government debt and interest rates. In this model, the State Bank would maintain 100 percent reserves against deposits, ensuring centralized and controlled money creation. Moreover, payment and credit extension processes, or deposit and investment banking, would be completely separated; deposits could not be used for financing loans. Instead, loans would be financed by the investment accounts of savers in investment banks.


· This approach seeks to eliminate the colossal government debt burden, with interest rates reduced through a more streamlined financial system. Khalil stated that the fractional reserve system, responsible for money supply fluctuations, can be efficiently replaced with a full reserve system, creating a stable economic environment.

·  He further said that a deeper examination of the concept of full reserve banking reveals a clear overlap with the principles of Islamic economics and the true foundations of Islamic banking.

Conclusion:
· Imagine a world where governments no longer drown in debt, where inflation doesn’t silently steal from the poor, and where financial systems serve people not profit. A full-reserve, interest-free model isn’t just an economic theory; it’s a moral shift. It’s about restoring trust, fairness, and dignity to how we manage money.

· In countries like Pakistan, where debt burdens generations and inflation erodes hope, this system offers more than numbers — it offers relief, stability, and a future worth building. It’s not easy, and it’s not instant. But it’s possible. And it starts with reimagining finance not as a trap, but as a tool for justice.
Because in the end, an economy should serve humanity — not the other way around.

May Allah guide us, protect our country and lead our country in prosperity. (Ameen)
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What is a Direct Tax?
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Direct Tax and Indirect Tax

Direct taxes

v Direct taxes are paid entirely by a
taxpayer directly to the government.

/ Burden of taxes cannot be shifted.

+/ Itcan help reduce inflation.

/ Tax evasion can b possible.

/ Hiigher administrative costs are involved.

/ Direct tax is progressive.

/ After the income for a year is earned o
valuation of assets is determined on the
valuation date.

Indirect taxes

o Indirect tax s ultimataly paid for by the
end-consumer of goods and services.

/ Burden of taxes can be shifted.
+/ Itenhances inflation.

v These cannat bo evaded as are charged
on goods and services.

/ Lesser administrative cost involved.
+ Indirect tax s regressive.

 Atthe time of sale or purchases or
rendering of services.




