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1. Abstract

In contemporary capitalist economies, taxation serves as a primary
pillar of state revenue, yet it has increasingly drifted away from its original
moral and social foundations. Modern neoliberal policies have directed tax
systems toward concentrating economic power in the hands of a few
privileged groups, while imposing growing financial burdens on ordinary
citizens, resulting in income inequality reaching historically unprecedented
levels. Under regressive tax structures, low-income individuals contribute a
disproportionately large share of their limited earnings, whereas wealthier
groups avoid their fair share through legal mechanisms and international
financial strategies.
Against this backdrop, zakat within the Islamic financial system emerges as
a balanced, ethical, and socially effective fiscal mechanism. Beyond
purifying wealth and fostering spiritual integrity, zakat ensures fair
distribution of resources, provides economic protection to vulnerable
groups, and promotes social cohesion and economic stability. Its funds are
directly allocated to the poor, needy, orphans, and other marginalized
segments of society, reinforcing social and economic balance.
This study employs a Qualitative research approach, drawing on historical,
jurisprudential, and contemporary literature, including classical Islamic
sources, modern scholarly works, and case studies of zakat implementation
in Muslim societies. Data were analyzed thematically to identify key
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principles, socio-economic impacts, and ethical considerations underlying
zakat as a fiscal mechanism.

The analysis reveals that zakat effectively addresses wealth concentration,
supports vulnerable populations, and fosters equitable economic
circulation. Compared to regressive taxation, zakat demonstrates stronger
ethical grounding, targeted social impact, and potential for sustainable
economic stimulation. The study highlights that integrating zakat principles
into modern fiscal policies could enhance social justice, public welfare, and
economic stability.Overall, zakat provides a morally and socially
accountable alternative to contemporary taxation, integrating ethical
responsibility, social equity, and economic balance in a practical and
sustainable manner.
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. Introduction

In contemporary capitalist economies, taxation has long served as the
primary pillar of state revenue. However, it has gradually diverged from its
initial moral and social foundations. While the primary objective of taxation
historically was to support public welfare, social stability, and economic
growth (Musgrave & Musgrave, 1989), modern neoliberal policies have
steered this system in a direction where economic power becomes
concentrated within limited segments of society, imposing increasing
financial burdens on the general populace (Harvey, 2005; Stiglitz, 2015).
Regressive taxation exemplifies this issue: despite ostensibly applying
uniform rates to all income groups, its real effects disproportionately affect
low-income individuals, who end up contributing a larger share of their
limited income, whereas wealthy segments exploit legal loopholes, tax
havens, and global financial mechanisms to minimize their effective tax
burden (Piketty, 2014; Zucman, 2015; IMF, 2020). Consequently, income
inequality has reached historically unprecedented levels, with just one
percent of the population controlling the majority of global wealth (Oxfam,
2022).



This situation not only violates principles of fiscal justice but also challenges
the ethical legitimacy of state policies, as contemporary tax systems often
serve to protect privileged groups (Sen, 2009; Chang, 2010). In contrast,
Islamic economic thought presents a framework that harmonizes legal,
spiritual, and social imperatives. The Qur’an positions zakat not merely as a
financial obligation but as an instrument for personal purification and social
equilibrium:

"Take from their wealth a charity by which you purify them and cause them
increase" (At-Tawbah: 103).

This principle underscores that the Islamic fiscal system ensures fair
circulation of wealth, social protection, and societal harmony (Qaradawi,
1999; Chapra, 1992; Kahf, 2004; Igbal & Mirakhor, 2017). Therefore, the
Islamic economic model provides not merely an alternative to conventional
taxation but a comprehensive system integrating ethical responsibility,
social equity, and economic sustainability within modern state financial
administration.

2.1 Historical Context and the Concept of Regressive Taxation

Regressive taxation refers to fiscal burdens applied uniformly across
income groups, whose real impact varies substantially. While appearing
equitable, low-income households bear disproportionate burdens because
a larger fraction of their income is directed toward consumption, which is
often indirectly taxed. Conversely, high-income groups experience
relatively minor effects (Musgrave & Musgrave, 1989). Islamic economic
thinkers critique such structures as unjust, amplifying wealth concentration
and perpetuating social inequality (Chapra, 1985). The Qur’an explicitly
warns against limiting wealth circulation to a small elite:"...so that it may
not merely circulate among the rich among you" (Al-Hashr: 7). Historical
evidence supports these claims: in the Roman Empire, taxes and levies
predominantly burdened lower classes, intensifying social tensions.
Similarly, colonial policies in British India, including land taxes and
permanent settlements, weakened the agrarian economy and subjected
peasant classes to continuous indebtedness. In modern states, indirect
taxes like sales tax and value-added tax (VAT) impose relatively greater
burdens on middle and lower-income groups due to their consumption-



based nature (Stiglitz, 2015). Both historical and contemporary evidence
confirms that regressive taxation conflicts with fundamental economic
justice and disproportionately affects vulnerable populations.

2.2 The Philosophy of Zakat in Islamic Finance

Islamic finance rests on the principle that wealth is not absolute private
property but a divine trust. The Qur’an states:"...and give them from Allah’s
wealth which He has granted you" (An-Nur: 33).

(Mannan,1986) interprets this as "social trusteeship," emphasizing that
wealth ownership entails responsibility. Zakat ope-rationalizes these
responsibilities, translating moral and social obligations into tangible action.

The primary purpose of zakat is to prevent wealth concentration and
ensure equitable distribution. The Qur’an warns against wealth circulating
solely among the affluent (Al-Hashr: 7). Chapra (2008) notes that zakat
serves as an effective redistribute mechanism, addressing economic
injustice and promoting social balance. Its design surpasses modern welfare
systems because it combines economic incentives with moral and spiritual
imperatives, enhancing its sustainability.

The Qur’an also prescribes specific categories of zakat beneficiaries:
"Sadaqat are only for the poor and the needy..." (At-Tawbah: 60).

This ensures zakat functions as a strictly targeted social fund, reaching
those whose socio-economic needs are greatest. (Khan,2013) argues that
this clear delineation minimizes corruption and maximizes social utility.
According to classical jurisprudence, the zakat rate is 2.5% of wealth
exceeding the nisab threshold (Ilbn Qudamah, Al-Mughni, Vol. 2), ensuring
the burden falls only on capable individuals, not on the underprivileged.
Qaradawi (1999) emphasizes that zakat establishes a moral and societal link
between the affluent and the community, featuring ethical incentives
absent in conventional taxation systems.

Contemporary studies corroborate zakat’s potential: if institutionalized
effectively, it can accelerate the attainment of global poverty reduction
goals. UNDP (2023) reports suggest that faith-based social funds,



particularly zakat, could reduce economic deprivation by at least 30%,
provided distribution is transparent and data-driven. Thus, zakat
simultaneously strengthens social justice, ethical development, state
welfare, and economic stability, positioning it as a unique and
comprehensive global financial system.

2.3 Comparative Analysis: Regressive Tax vs. Zakat

The comparison between regressive taxation and zakat highlights not
merely a difference in fiscal instruments but the clash of two distinct
economic philosophies. State taxation prioritizes revenue maximization
regardless of social consequences. In contrast, zakat, grounded in divine
ownership, prioritizes social balance and care for the disadvantaged
(Chapra, 1985; Mannan, 1986).

Regressive taxation imposes a disproportionate burden on low-income
groups, potentially reducing purchasing power and slowing economic
activity. Zakat, however, mobilizes idle wealth, transfers purchasing power
to the marginalized, and stimulates market demand, aligning with growth-
enhancing consumption-led models. Ethically, zakat serves as moral
training, reinforcing spiritual purification and social responsibility (At-
Tawbah: 103).

Aspect Regressive Tax Zakat Nature Compulsory Voluntary/Religious Duty
Focus State Revenue Social Justice & Public Welfare Impact on Poor
Disproportionate Burden Support & Redistribution Ethical Dimension
Minimal Strong Moral & Spiritual Component Economic Effect
Neutral/Negative Stimulates Demand & Circulation Zakat thus provides a
comprehensive, sustainable, and morally grounded fiscal framework, better
aligned with human needs than contemporary tax structures.

2.4 Problem Statement

The current modern tax system, especially regressive taxes, places a
disproportionate burden on low and middle income groups while wealthier
individuals reduce their tax liabilities through legal and international
financial mechanisms, leading to growing concentration of wealth and
rising inequality. Although the Islamic zakat system is targeted, ethical, and
designed to promote social balance, practical methods for integrating its



principles into state fiscal frameworks in a transparent, effective, and
measurable way remain unclear. Consequently, this research asks whether
zakat can serve as a viable, operational alternative to address the
shortcomings of contemporary taxation and what institutional, legal, and
transparency reforms would be required to make such integration feasible.

Literature Review

Islamic finance considers Imam Abu Yusuf’s Kitab al-Kharaj as a primary
source, because it not only presents jurisprudential rulings but also explains
an organized economic and fiscal structure, encompassing state revenues,
the organization of Bayt al-Mal, the rights of the subjects, and the
integrated concept of governmental responsibilities (Al-Kharaj, pp. 4-6).
Alongside Kharaj and Jizya, Imam Abu Yusuf also regards Zakat and Ushr as
central principles for achieving Islamic economic balance (Al-Kharaj, pp. 20—
22).
According to him, Zakat is a social and state fiscal institution that prevents
wealth concentration, supports the needy, and reduces economic disparity
(Al-Kharaj, p. 35). Similarly, Ushr is a fair tax on agricultural production, set
according to the type of land and cultivation costs higher on rain-fed land
and lower on artificially irrigated land to avoid imposing excessive burdens
on farmers (Al-Kharaj, pp. 48-50).
Imam Abu Yusuf clarifies that Zakat and Ushr complement each other;
Zakat organizes monetary capital, and Ushr incorporates agricultural
revenue into the state system. When both are implemented fairly, Bayt al-
Mal remains stable, and the subjects are protected from unnecessary
financial pressure. Therefore, he regards Zakat and Ushr as the
foundational pillars of state stability rather than strict taxation (Al-Kharaj,
pp. 72-80).
Al-Magrizi, in Ighathat al-Ummah bi Kashf al-Ghummah, does not merely
list economic crises of his time but attempts to reach the deep causes of
fiscal disorder. He identifies the irregularity of state revenues, corruption
among officials, substandard coinage, and artificial shortages of
commodities as the main drivers of crises (Al-Magrizi, 1957). According to



him, when the government interferes unnaturally in commodity prices and
currency exchange, economic trust collapses, and inflation becomes
inevitable. Al-Maqrizi’s analysis remains relevant in contemporary
economic discussions because he links economic decline to moral decay
and governmental mismanagement, distinguishing his perspective from
later thinkers.

According to lbn Khaldun in Al-Mugaddimah (2005), the comprehensive
approach he presents on the interrelationship of finance, society, and state
forms the basis of sociology. He considers Zakat a fiscal strategy that
maintains the flow of wealth within society and creates balance in
purchasing power. Ibn Khaldun regards excessive taxation as an early sign
of civilizational decline, as overburdening taxes weaken economic activity
and reduce production. In this context, he sees Zakat as a moderate, non-
exploitative mechanism that fosters social harmony. His analysis not only
breaks the stagnation of classical finance but also provides a strong
theoretical foundation for modern state finance.

Abu Ubayd’s Kitab al-Amwal (2002) is among the most comprehensive
jurisprudential documents on Islamic finance, in which he systematically
explains Zakat, Sadaqat, Kharaj, Ushr, Jizya, war spoils, and other fiscal
resources. Abu Ubayd’s distinction lies in highlighting not only the legal
rulings but also the moral and social wisdom behind them. He perceives the
fiscal system as a welfare structure, where the state’s role extends beyond
revenue collection to being a guarantor of social balance. His views make it
clear that the purpose of fiscal burdens in Islamic finance is public service,
not increasing governmental power.

According to Muhammad al-Tahir Ibn Ashur in Maqasid al-Shari‘ah al-
Islamiyyah (2006), Zakat is not merely a financial duty but a comprehensive
reform institution aligned with the higher objectives of Shari‘ah—justice,
cooperation, public welfare, and human dignity. He argues that the true
aim of Zakat is the purification of wealth, moderation in social disparities,
and inclusion of deprived groups. Ibn Ashur believes that if the state aligns
its economic policies with the objectivesb of Shari‘ah, it can establish a
social and economic system free from oppression and sustainable. His



perspective also forms the foundation for the Maqasidi approach in
contemporary Islamic economics.

In Al-Muwafaqat (Al-Shatibi, 1997), Imam Al-Shatibi provides a detailed
explanation of the objectives of Shari‘ah, offering a moderate and practical
theoretical framework for the fiscal system. He emphasizes that the
primary goal of Shari‘ah is human and societal survival, development, and
welfare, and that every financial ruling must conform to these objectives.
According to Al-Shatibi, Zakat, Kharaj, and other fiscal rulings were revealed
primarily to maintain economic balance and social justice. His thought
indicates that if fiscal policy deviates from the objectives of Shari‘ah, the
result is injustice, class division, and economic disorder.

According to Imam Al-Mawardi in Al-Ahkam al-Sultaniyyah (2006), state
finances should not be seen merely as a collection of revenue laws but as a
fundamental pillar of governance, justice, and administrative management.
He organizes Bayt al-Mal, types of revenues, government responsibilities,
and public rights in an integrated manner, creating a clear political and
fiscal vision of Islamic governance. Al-Mawardi believes that the state
should prioritize moderation, transparency, and public benefit in the fiscal
system, as economic injustice directly leads to political instability. His
thought serves as a theoretical bridge between classical Islamic governance
and modern public finance.

Even in contemporary Islamic economics, the fiscal role of Zakat has
received significant scholarly attention. Modern research shows that Zakat
can be an effective instrument not only for social welfare but also for
national fiscal stability. According to Munther Kahf (2019), Zakat, as an
active fiscal tool, can reduce poverty, improve wealth distribution, and
serve as an ethical alternative to state revenue models. Similarly, according
to Chapra (2008), within the theoretical framework of an Islamic welfare
state, Zakat is a key component to sustain economic growth, social justice,
and the ethical balance of markets. Contemporary institutional studies by
Hassan & Ali (2021), analyzing Zakat models in Malaysia and Indonesia,
show that when Zakat is implemented with modern governance, digital
systems, and transparent fiscal mechanismes, it significantly improves



national GDP, employment opportunities, and social welfare indicators.
Overall, modern studies confirm that Zakat provides a sustainable, low-
burden, and ethically sound foundation compatible with both classical fiscal
principles and contemporary economic policy.
Data and Methodology

This study used a research method designed to clearly understand the
main ideas, deeper meanings, and important interpretations found in the
available writings on zakat. For this purpose, a qualitative research design
was used, because it helps explain concepts, values, and principles instead
of focusing only on numbers. For the initial review, a total of fifty-five
research articles and forty-five books were taken for study, out of which
only twenty-six were given final preference for detailed analysis. A total of
twenty-six sources, including research articles, well-known books, and
classical Islamic writings, were carefully selected. These sources were not
chosen randomly; they were picked through purposive sampling, meaning
only those writings were included that directly discussed zakat, Islamic
economic structures, state revenues, and the difference between zakat and
exploitative taxation. All the collected material was studied through
thematic analysis, which made it possible to find the main ideas,
arguments, and viewpoints in each text. Through this process, three major
themes became clear: the economic role of zakat, its social and moral
benefits, and its comparison with modern taxation. Since the material was
extensive, only the sections directly relevant to the research questions
were examined in depth. In the end, all key points were combined into a
clear and organized explanation showing that zakat is not only a religious
duty but also a complete social and economic system. A table is provided
later to show how the data and themes were arranged in this study.
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impact of zakat
management (2021)

Monzer Kahf Zakah and  Poverty | Zakah Policy Research Report
Alleviation (2019)
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5. Thematic Analytical Summary: The review of the twenty-six selected books
and research articles shows that zakat is not only a religious duty but also a
strong and practical economic system. The classical scholars explain that
zakat and ushr were created to protect society from injustice and to make
sure that wealth does not stay only with the rich. Their writings show that
an Islamic fiscal system must support the poor, keep prices fair, and stop
any form of exploitation.

Modern writers add that today’s tax systems, especially regressive taxes,
often increase the problems of the poor while allowing the wealthy to
benefit through financial loopholes. In contrast, zakat is designed to reduce
poverty, support vulnerable groups, and create balance in society. Studies
from countries like Malaysia and Indonesia also prove that when zakat is
collected and distributed properly, it improves economic growth, creates
jobs, and strengthens social welfare programs.

The analysis makes it clear that regressive taxation increases inequality,
reduces purchasing power, and harms economic activity. But zakat moves
idle wealth into the hands of people who need it most, increases spending,
and supports overall economic stability.

Across all the reviewed sources, one message is consistent: zakat is a fair,
ethical, and balanced financial system that benefits both individuals and
society. The study concludes that if modern governments apply zakat
principles with transparency and strong institutions, it can become a
powerful and sustainable alternative to unfair taxation.

5.1 Implemention of Zakat for Economic Justice

This study of zakat shows that it is not only a religious duty but also a
fair and practical economic system that can be applied in modern countries.



The main purpose of zakat is to make sure that wealth does not remain in
the hands of only a few rich people but moves towards those who need it
the most. If governments create strong and transparent institutions for
collecting and distributing zakat such as digital systems, verified data of
needy people, and proper monitoring then zakat can help reduce poverty,
improve living standards, and support economic growth.
Unlike regressive taxes, which place a heavy burden on poor families and
increase inequality, zakat gives direct financial support to weak and
vulnerable groups. This support increases their buying power and brings
more activity into the economy. Evidence from different Muslim countries
shows that when zakat is used correctly, it helps create jobs, supports small
businesses, and strengthens social welfare programs.
Zakat funds can also be used for skill training, interest free microfinance,
education, health care, and small income generating projects, helping poor
families become independent instead of staying dependent on charity. This
theory proves that zakat is a balanced, ethical, and sustainable financial
system. It protects society from injustice, prevents exploitation, and keeps
essential prices fair. If modern governments apply the principles of zakat
with honesty, transparency, and strong management, then it can become a
powerful and long-term alternative to unfair and harmful taxation.
. Conclusion

This reaserch study shows that the system of Zakat in Islam is not only
a religious duty, but a complete, fair, and human friendly economic system.
Modern capitalist taxation, especially regressive taxes, puts a heavy burden
on poor and middle-class people. Rich people often pay less through legal
tricks and financial systems. Because of this, wealth gets concentrated in a
few hands, and society becomes unbalanced and unfair.
In contrast, the Islamic system of Zakat is based on justice, balance, and
moral responsibility. Great scholars like Imam Abu Yusuf, Abu Ubayd, lbn
Khaldun, Al-Magrizi, Al-Mawardi, Al-Shatibi, and Ibn Ashur explained that
Zakat and Ushr are not just donations they are the main tools for creating a
fair society and a stable economy. When Zakat is collected and used



properly, it helps the poor, reduces inequality, and keeps economic activity
stable and healthy.

The strongest feature of a Zakat-based economy is public welfare. The
Qur’an has clearly told us where Zakat must be spent. This means the
money goes directly to poor people, widows, orphans, debt-ridden
individuals, travelers, and others who truly need support. This creates a
natural social safety net. People get help without heavy taxes, without
corruption, and without long delays. When a government manages Zakat
properly, it can invest in education, healthcare, housing, and jobs. This
makes society stronger, reduces poverty, and increases trust among the
people.

Studies from countries like Malaysia and Indonesia show that a modern,
transparent Zakat system can reduce poverty, ithismprove the economy,
and support national development. This demonstrates that zakat is not
merely a religious concept but a practical system that functions effectively
in today’s world.

In the end, this research clearly shows that a Zakat-based economy is a
complete, fair, and stable model. It prevents wealth from staying in only a
few hands, protects the rights of the poor, supports social harmony, and
brings balance to the entire economy. At a time when the world faces
inequality, economic stress, and social tension, the Zakat system offers a
peaceful, just, and practical solution. With this understanding, the article
reaches its final point and completes its purpose.
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