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Introduction 

In the modern world, taxes are now an inevitable aspect of economic life. Public services 

are funded by taxes, yet in many nations, notably emerging nations like Pakistan, taxes 

have become a significant burden for the average person. Because they must pay taxes 

regardless of whether their income is enough to cover their basic expenses, salaried 

people and small business owners frequently feel stuck. In the meanwhile, loopholes, 

exclusions, and lax enforcement often benefit the wealthy. This disparity begs the crucial 

question: Is the current tax structure really fair? 

Zakat, an organized economic system intended to uphold justice, dignity, and social 

welfare, is a potent substitute offered by Islam. 

Understanding Exploitative Taxation 

Exploitative taxation refers to systems in which the financial burden of taxes falls 

disproportionately on the poor and the middle class. Low-income households spend a 

higher proportion of their income on regressive taxes, like sales tax and indirect taxes, 

than do wealthy households. For instance, in Pakistan, many high-income groups 

lawfully reduce their tax obligations, while those with moderate incomes pay sales tax on 

food, fuel, and utilities. 

Instead of decreasing inequality, such systems make it worse. Regressive taxes put more 

financial strain on low-income groups while providing relative relief to wealthier 

residents, according to Investopedia, an investment website. This runs counter to the 

fundamental goal of taxes, which is to promote equal development and social welfare. 

Zakat: An Islamic System of Economic Justice 

Zakat is one of the five pillars of Islam and is obligatory upon Muslims who possess 

wealth above a defined threshold known as Nisab. Allah commands in the Qur’an: 

ذُ “  ْ نُ    ْ مُ   هِلا و  ُْ ةِقِدَ  ِْ ًِ ه مُ    ِّ مُ  ْ مِوُ  َو  ْ هُِِّ  ِْ    ”ا وِب 

“Take charity from their wealth in order to purify them and bless them.” (Qur’an 

9:103) 



 

 

 

This verse clearly establishes zakat as a system of purification, not only of wealth, but of 

society as a whole. Unlike modern taxes, zakat is charged only on surplus wealth, 

ensuring that no individual is burdened beyond their capacity. 

Categories of Zakat Beneficiaries 

The Qur’an (9:60) clearly defines eight categories of zakat recipients, including: 

 The poor 

 The needy 

 Those in debt 

 Travelers 

 Those working to administer zakat. 

 This precise categorization ensures transparency and targeted distribution. 

Unlike general taxation, where funds may be misallocated or lost in bureaucracy, zakat is 

purpose‑bound. It directly addresses poverty, debt, and social vulnerability, making it an 

efficient welfare mechanism. 



 

 

 

Historical Example: The Model of Hazrat Umar (RA) 

Hazrat Umar Ibn Al-Khattab's (RA) reign provides a compelling historical illustration of 

economic justice based on Islamic precepts. Through Bayt-ul-Mal, a robust welfare 

system was developed under his caliphate. The aged, widowed, the impoverished, and 

even newborns received stipends.  

According to reports, under his reign, poverty was so successfully combated that zakat 

collectors found it difficult to locate qualified receivers in some areas. Strong 

administration and equitable wealth distribution were the causes of this, not high taxes, 

and a lesson that is extremely pertinent to contemporary economies. 

Economic Advantages of a Zakat‑Based System 

From an economic perspective, zakat is inherently progressive. It taxes accumulated 

wealth rather than income required for survival. Research published in ARJISH shows 

that effective zakat management significantly reduces poverty and improves living 

standards. 

Furthermore, when zakat is used productively, such as funding small businesses, 

vocational training, or interest‑free microfinance, it transforms beneficiaries into 



 

 

economically active individuals. This not only reduces dependency but also stimulates 

economic growth. 

Comparison between Zakat and Modern Taxation 

Modern taxation systems often rely heavily on enforcement and penalties, creating 

resistance and tax evasion. Zakat, on the other hand, is motivated by faith, accountability 

before Allah, and social responsibility. 

Where modern taxes may lack transparency, zakat demands clear identification of 

beneficiaries. Where taxes may be regressive, zakat is equitable. This moral foundation 

gives zakat a unique advantage in fostering compliance and trust. 

A Student’s Perspective: Why This Matters Today 

As a student of data sciences, I observe how inequality is not just a moral issue but a 

statistical reality. Data consistently shows wealth concentration among a small 

percentage of the population, while inflation and indirect taxes erode the purchasing 

power of the majority. 

Studying both modern economics and Islamic principles has convinced me that systems 

lacking moral accountability are incomplete. Zakat introduces ethics into economics, 

something modern fiscal policies often ignore. For young people, this model represents 

hope for a fairer future. 

Challenges in Implementing Zakat Today 

Zakat systems have advantages, but they can have drawbacks like inadequate 

governance, a lack of transparency, and low knowledge. Due to a lack of education or 

mistrust of institutions, many eligible people fail to pay zakat correctly.  

 

These difficulties, however, are administrative rather than intellectual. These problems 

can be successfully resolved with state-supervised zakat organizations, computerized 

payment methods, and public reporting. 



 

 

A Practical Hybrid Model for Modern States 

Replacing taxes entirely might not be possible right away. A hybrid system that 

prioritizes welfare and poverty reduction while progressive taxation finances 

administration, infrastructure, and defense is a workable alternative.  

A system like this would improve social welfare, ease the burden on the poor, and bring 

public financing into line with moral principles. 

Islamic Ethical Foundation of Economic Justice 

Islam places immense emphasis on justice. Allah says: 

ِّ   ا َِِّ ل َّ نِ “  ْ ُ َِةُا   ُرِ ِِبن   ا باُ ُْ لاُ  ِْ ”   

“Indeed, Allah commands justice and excellence.” (Qur’an 16:90) 

 

A fiscal system that ignores justice cannot be sustainable. Zakat ensures that wealth 

circulates within society rather than remaining concentrated among elites. 

Conclusion 

More than just changing laws, ending exploitative taxation demands a change in moral 

principles. An effective framework based on justice, compassion, and sustainability is 

provided by a zakat-based economic system. Societies can lessen inequality, encourage 

economic expansion, and restore dignity to the weak by incorporating zakat with 

contemporary government. 



 

 

Fair distribution, moral responsibility, and collective welfare; principles that zakat has 

upheld for more than 1400 years, are the key to economic fairness in the future, not high 

taxes. 

Glossary 

Inflation  

A sustained increase in the general price level of goods and services over time, which 

reduces the purchasing power of money. Inflation disproportionately affects low-income 

households, as a larger share of their income is spent on basic necessities. 

Wealth Redistribution 

The process of reallocating wealth within a society to reduce economic inequality, often 

through mechanisms such as taxation, social welfare programs, or zakat in Islamic 

economics. 

Indirect Taxes 

Taxes imposed on goods and services rather than on income, such as sales tax and fuel 

tax. These taxes tend to be regressive, as they affect all consumers equally regardless of 

income level. 

Social Welfare 

Government or community-based programs designed to support individuals and families 

facing economic hardship, including assistance for healthcare, education, housing, and 

basic needs. 
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THE END 


