
   

 

   

 

Exploitative Taxation- A Zakat Based System for Justice, Economic Growth, and Welfare 

for All  

In every era, societies have wrestled with one obstinate question: How do we collect resources 

from the people in a way that is just, compassionate and beneficial for everyone?  While modern 

tax systems promise fairness and truth in many developing countries-especially in Muslim 

majority nations is far more complicated. The burden of taxation often falls unevenly on the poor 

and middle class, while aristocrats protect their wealth. The result is a cycle of economic stress, 

distrust, and inequality. But long before modern economists presented ideas of progressive 

taxation or welfare distribution, Islam offered a solution that is morally grounded, economically 

efficient and socially transformative: Zakat.   

Zakat is the first pillar of its economic system. Zakat has historically been designated by Muslim 

Governments as a fund or account in the treasury and its proceeds are distributed according with 

Shariah standards. Zakat is a sacred financial act in Islam through which a believer voluntarily 

releases the excess of their wealth as a form of inner purification, allowing their possessions to 

become a means of uplifting needy people and restoring balance within the community. It is both 

a spiritual and cleansing of the heart and a social responsibility that turns private wealth into 

shared mercy.  

Every month millions of Pakistanis watch their salaries shrink before they even reach their 

hands. From a street vendor who counts every rupee to survive to a schoolteacher whose entire 

life is lived on a carefully measured budget-all feel the weight of taxes that take more than they 

give back. Our system demands but rarely heals. It collects but rarely uplifts. It punishes the 

poor, while the rich learn to slip through cracks. But imagine a system where giving is not a 

burden; it is worship. Where wealth of the fortunate flows naturally toward the uplift of those 

who struggle. Where taxation is not a punishment, but a purification. This is the promise of a 

zakat-based model: justice rooted in faith, prosperity tied to compassion, and welfare designated 

for everyone.   

Allah says in Quran; “Take from their wealth a charity that will purify them and cleanse them” 

(Quran 9:103). This verse establishes Zakat as a mandatory financial duty, a means of 

purification, and a tool for societal upliftment. The Prophet (S.A.W) said, “It is taken from the 

rich and given to the poor” (Sahih Bukhari). This established zakat as a wealth distribution from 

rich to poor, without exploitation or humiliation.  

In Pakistan, the government imposes 2.5% on all fixed financial belongings declared to the 

government at the beginning of the year (Johnson,D,Islamic Economics and the Final Jihad. 

Xulon Press, Florida, 2006). Zakat has been enforced since the enactment of Zakat and Usher 

ordinance. 1980. (No XVIII of 1980). The zakat and usher department administers collection of 

zakat and maintenance of relevant accounts (Zakat and Usher Department: Government of 

Punjab (2014) Zakat and Usher <http://www.zakat.gop.pk assessed at 15 March 2013). The 

distribution of zakat takes place by transfer of funds to the Provincial Zakat Council, which in 



   

 

   

 

turn transfers it to District Zakat Committees. In Pakistan, the zakat fund is distributed between a 

variety of areas, such as Islamic schools, health care, rehabilitation, marriages of girls and 

students of technical institutions (Ibid).   

An Older System That Shaped Modern Tax Thought 

When we speak about zakat, many people think of zakat only as charity, but historically it was a 

well-organized fiscal institution. during the era of Prophet Muhammad (S.A.W), zakat was 

systematically collected and publicly distributed (Sahih Bukhari). The Quran Pairs spirited 

purification with economic responsibility, stating: "Take from their wealth a charity that purifies 

them and causes them to grow......" (Quran 9:103). This verse created the foundation of an 

economic system built on fairness rather than exploitation. Classical scholars such as Al-

Mawardi argued that balance (Al-Ahkam-al-Sultaniyyah). In the same spirit, Al Ghazali 

describes zakat as a mechanism that "removes greed and fills heart with compassion" (Ihya' 

Ulum-al-Din).  

The Problem with Modern Taxation  

Modern taxation, especially in developing countries, heavily relies on indirect taxes- sales tax, 

fuel tax, consumption tax. These taxes burden the poor far more than the wealthy. A poor person 

and a millionaire both pay the same tax on bread, petrol and utilities. This inequality contradicts 

justice and promotes public frustration. Economists like Siddiqui argue that unjust taxation leads 

to “economic suffocation” of the lower classes (Role of State in the Economy). Additionally, the 

unpredictability of tax policies discourages business investment and undermines long-term 

planning. A just society cannot thrive on a system that burdens the vulnerable while easing the 

rich.  

  

Why is Zakat Different?   

Zakat eliminates such injustice through a principled framework. It is not a general text; It is a 

moral and economic obligation designed to balance wealth. Ibn e Taymiyyah stressed that the 

god aims to “break the cycle of hoarding” and force wealth into circulation (Majmu’al-Fatawa). 

Modern economist Monzer Kahf further argues that zakat creates a natural economic flow, 

preventing wealth stagnation (Economics of Zakah). No modern tax structure offers this level of 

precision, compassion, and economic wisdom.   

  

From Exploitation to Empowerment  

A zakat-based system shifts the burden from the poor to the wealthy, ensuring economic dignity 

for all. The poor are not taxed at all- something unimaginable in most modern systems. Wealthy 

individuals contribute not merely out of compulsion, but as an act of faith and social 



   

 

   

 

responsibility. Ibn e Khaldoon famously explained, the prosperity is built on justice and injustice 

destroys economic structures from within (Muqaddimah). Zakat embodies this principle, creating 

public trust and social unity.  

A Catalyst for Economic Growth   

Zakat is not simply a modern act; it is a powerful economic engine.   

1. Increasing Purchasing Power   

When poor families receive zakat, they spend it immediately on essentials. This injects money 

into markets and increases economic activity. Chapra notes that the zakat’s redistribution 

“stimulates demand and strengthens the economy from the bottom up” (Islam and the Economic 

Challenge).  

2.   Supporting Small Entrepreneurs  

Zakat can fund micro enterprises tailoring machines, pushcarts, small shops, livestock, and tools. 

This transformation recipients into self-reliant contributors. Obaidullah highlights this effect in 

Islam microfinance models (Introduction to Islamic Microfinance).   

3. Breaking the Chains of Debt  

One Quranic category of zakat recipients is the indebted (Quran 9:60). Zakat can relieve families 

trapped in loans, allowing them to rebuild their lives. Modern research shows that freedom from 

debt improves productivity and mental health (Naqvi, Ethics, and Economics).  

4. Encouraging Investment  

As hoarded wealth becomes liable to zakat, individuals invest in their capital productivity. This 

increases employment and economic activity.  

 Building a Welfare Society   

Zakat does more than move money- it builds a compassionate society.   

1. Social Harmony   

When wealth circulates from rich to poor, envy decreases and community bonds strengthen. The 

Prophet (S.A.W) said: “Zakat is a right of the poor in the wealth of the rich” (Sahi Muslim).   

2. Human Dignity  

The Quran refers to zakat recipients as having a rightful share, not charity (Quran 51: 19). This 

removes stigma and restores dignity.  

  

3. Reduce Crime   



   

 

   

 

Islamic history shows significantly reduced crime in periods of strong zakat implementation on 

Umar Ibn e Abdul Aziz’s era is famous for achieving near zero poverty (Al Tabari Tarikh Al 

Rasul).  

4. Real Poverty Alleviation  

Unlike temporary aid, zakat is structured for long-term upliftment. Al-Shatibi emphasized that 

zakat is designed to transform lives not temporarily soothe hardship (Al-Mawafaqat).    

Can A Zakat-Based Fiscal System Work Today?   

Absolutely-if implemented with transparency, technology and professionalism.   

1. A Dual but Just System  

While states may still require taxes for major infrastructure, the burden of indirect taxes on the 

poor must be reduced. Zakat can replace exploitative taxes and reshape public finance.  

2. Transparent Management   

Al-Mawardi stressed the need for trustworthy, accountable administrators (Al-Ahkam-Al-

Sultaniyyah). Modern tools like digital tracking and blockchain can ensure proper distribution.  

3. Integrating Zakat with Social Welfare   

Zagat institutions should work with microfinance programs, banks, and social development 

departments to transform recipients into productive citizens (Iqbal, Islamic Economic Institutions 

and the Elimination of Poverty).  

4. National Databases for Fair Distribution  

A unified zakat registry prevents duplication and ensures help reaches genuine beneficiaries.  

 

Conclusion  

To wrap up the above discussion, we can say that the journey towards a humane economic order 

demands far more than technical reforms or administrative overhauls; it requires moral 

awakening. Zakat is not merely a financial instrument; it is a reminder that no society can truly 

prosper when its weakest members remain invisible. It shifts the conversation from how much 

the state can extract to how much the community can uplift. In a world where exploitative 

taxation often deepens inequality and erodes human dignity, a zakat-based model offers an 

alternative rooted in compassion, fairness, and shared responsibility. 

By re-imagining governance through the lens of zakat, we move toward an economy where 

wealth circulates; opportunity expands, and social trust becomes the foundation of growth. This 

approach not only strengthens institutions but also restores a sense of belonging among citizens 



   

 

   

 

who feel marginalized by conventional fiscal systems. It realigns economic policy with human 

values—ensuring that the vulnerable are not left to bear the cost of structural injustice.  

The transformation, however, is not the government’s responsibility alone. It calls upon 

individuals, communities, policymakers, scholars, and institutions to reclaim the spiritual and 

ethical vision embedded in Zakat. When implemented with transparency and accountability, it 

has the potential to dismantle cycles of poverty, energize local enterprises, and build a welfare 

system that genuinely reflects the ideals of equity and collective well-being. 

Ultimately, the shift from exploitative taxation toward a zakat-centered framework is not simply 

a reform; it is a promise. A promise that no one will be abandoned, that wealth will not become a 

tool of oppression, and that economic progress will walk hand in hand with human dignity. If 

embraced with sincerity and wisdom, zakat can evolve from a forgotten pillar into a 

transformative force, one capable of shaping a future where justice is not a privilege but a lived 

reality for all. 
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