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Abstract:
Zakat and taxes both play a big part in helping the economy and society, but they do it in different ways. Taxes mainly pay for public services, while Zakat in Islam is designed to share wealth and assist the poor. This article proposes that a system centered on Zakat could solve some issues caused by modern taxes, like heavy burdens on regular people and inefficiencies, without completely getting rid of taxes. By looking at current studies, this research examines the key ideas and objectives of Zakat and how it can tackle the downsides of today's tax systems. It also thinks about how combining religious and non-religious ideas can influence financial policies that benefit society. Using Zakat could help money move around better in the economy and actually reach the people who need it the most. The results show that if Zakat is managed properly, it can make finances run more smoothly, help vulnerable people and give useful ideas for governments that want to bring Islamic financial principles into today’s economic systems.
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Introduction to Zakat and taxation system:
Zakat is one of the five main pillars of Islam and it’s basically a way to share money from people who have extra to people who really need it (Sayyid Sabiq, 1991) it usually includes cash, trade goods, farm stuff, animals and precious metals. Nowadays some scholars also count bank deposits and stocks too (al- Qaradawi, 1999) The main idea is any money you have more than what you need for living is zakat able which helps poor people and keeps the economy moving (Bakar, 1998). Taxes on the other hand are collected by the government to pay for stuff like hospitals, schools, roads and other services. They’re supposed to be fair and based on what people can afford but in real life they feel heavy and unfair. Rich people sometimes find ways to avoid paying and normal people end up paying most of it. Even though taxes pay for important things, the benefits don't always get to people. Roads are in really bad shape, hospitals are super crowded and services do not have enough money so even though both Zakat and taxes are supposed to manage money, Zakat feels a bit more personal and actually helps people while taxes just feel far away and not really connected.
Problem Statement: 
Taxation is not inherently rejected and can be utilized to fund governmental functions such as social welfare, education, infrastructure and various public services. Nevertheless, contemporary taxation systems frequently impose an unequal burden on the impoverished, while upper class individuals may avoid contributing their equitable share. Conversely, Zakat establishes a mechanism whereby wealth is gathered from the rich and directly allocated to those in need, thereby promoting social justice and alleviating poverty. The fundamental issue emerges when Zakat is either not collected or not employed effectively, compelling governments to depend on taxation even when societal and economic demands could have been satisfied through a well-functioning Zakat system. This lack of efficiency not only imposes unnecessary financial strain on average citizens but also stresses the unexploited potential of a Zakat-oriented fiscal framework to diminish dependence on exploitative taxation, promote equity, stimulate economic development and improve social welfare.
Literature Review: 
Zakat, from the Arabic word Zakat meaning purity and growth, is a mandatory financial duty in Islam that redistributes wealth and supports society (Al Ghofeili, 2008; Al Qaradaoui, 2006). It only becomes due when someone’s wealth reaches the nisaab and applies to specific assets, given to the eight groups mentioned in the Qur’an (Allami, 2015). Basically, it makes sure that extra wealth moves to people who really need it (Ahmad, 1977; Sabiq, 1991). Taxes, on the other hand, are collected by the government to fund services like infrastructure, education and administration (Hanson, 1972). They’re important, but modern systems are often unfair. Poor people sometimes pay a bigger share of their income, while rich people avoid taxes through loopholes (Abbasi, 1985; Stiglitz, 2015). Adam Smith’s idea was that people should pay according to their ability, but today’s taxes often don’t follow that, creating debates about fairness. Zakat solves some of these issues because it only comes from surplus wealth and goes to those in need (Kahf, 1989). It avoids making the poor pay more and carries a moral responsibility, so evasion is both legally and religiously wrong (Abu Bakar & Abdul Rahman, 2007).In many Muslim countries, Zakat isn’t collected properly and mostly works separately from government taxes. That means governments still rely on normal taxes, which can be unfair, while Zakat’s potential is wasted (Nik Hassan, 1991; Pramanik, 1993). Bringing together Zakat and today's financial rules could create a fairer system, allowing Zakat to take care of sharing wealth while taxes can be used for larger public services (Al Qaradaoui, 1999).Past examples, such as Umar-ibn-Abdul Aziz, demonstrate that effective Zakat collection can lower poverty levels and support economic stability (Ahmad, 1977).
Methodology: This research employs a qualitative methodology grounded in library and archival investigation. A review of academic articles, books and reports concerning taxation, Zakat and Islamic public finance was conducted to investigate the notions of fiscal equity and wealth redistribution. The study analyzes the ways in which Zakat can foster social justice, alleviate poverty and mitigate the pressures of traditional taxation. By comparing the principles of tax equity with the framework and implementation of Zakat, the research underscores the potential of an effective Zakat system to lessen dependence on conventional tax systems and provide tangible advantages for policymakers. Furthermore, the analysis offers an evaluation of Zakat's capacity to attain fiscal equity and enhance social welfare in comparison to contemporary tax frameworks.
Exploitative Taxation:
Exploitative taxation basically means when tax rules end up hurting some people more than others, usually the poor or middle class, while richer people find ways to pay less through loopholes or special exemptions (McGee, 1998; Stiglitz, 2015). This is pretty common in lots of developing countries, where ordinary people pay a bigger chunk of their income, which is not fair and even slows down the economy since people have less money to spend (Martinez-Vazquez, 2015).
One problem is indirect taxes like sales tax or turnover tax, which take a bigger share from poor families than rich ones (Ahmad, 1977). Another problem is that tax rules are super complicated, so regular people get stuck with confusing forms and strict rules, while rich companies can just hire experts to lower what they owe (Ahmad et al., 2018). The third issue is that people stop trusting the government, dodge taxes and companies’ waste time on paperwork instead of actually doing business (Abdullah et al., 2015). Zakat shows that money can be shared in a fairer, simpler way and actually reach the people who really need it (Al Qaradaoui, 2006). Unfair taxes just block fairness and trust, while Zakat focuses on helping society directly without making things complicated.
Tax Base: Wealth vs. Income:
The most important difference between conventional taxation and Zakat based system is the tax base. Zakat is imposed on accumulated wealth, while most conventional taxes are charged on current income. This difference has serious effects on economic behavior and also explains why conventional taxation often becomes exploitative. Income is much easier for rich people to hide by using different tax planning methods or delaying income, which makes tax avoidance very common in income tax systems.
Accumulated wealth, however, is not that easy to hide, especially when it is in the form of assets, savings, or business wealth. Since Zakat focuses on wealth instead of income, it becomes harder to evade and ensures that people with excess wealth contribute fairly to society. This system puts the burden on surplus wealth rather than hard work or income generation. By discouraging hoarding and encouraging circulation of wealth, a Zakat based system supports justice, economic growth, and welfare for all. (Li, 2019).
Tax Rates and Economic Distribution (In Pakistan’s view):
Pakistan’s tax system has failed to play an effective role in ensuring fair economic distribution, even after many reforms over the years. One of the biggest problems is how much the system relies on indirect taxes like GST and sales tax. These taxes are added to everyday things such as food, electricity, fuel, and medicines. In reality, a daily wage worker pays the same GST rate as a rich person on these items, even though for the poor it hurts much more. Because of this, a big share of a low income family’s earnings goes straight into taxes, leaving very little left for basic needs.
This structure has made taxation in Pakistan largely regressive. Evidence shows that GST was progressive in 1990-91 but later became mostly proportional and even regressive (Refaqat, 2008; Ara, 2023). Poor households spend most of their income on consumption, so they end up paying a bigger share of their income in taxes. At the same time, wealthier groups often remain outside the effective tax net due to exemptions, underreporting, and weak enforcement. Large areas such as real estate, agriculture, and informal businesses are either lightly taxed or not taxed properly at all. Instead of redistributing income downward, the tax system actually pulls resources away from those who need them the most.
The weak role of taxation in economic distribution is also linked with poor revenue performance. Tax elasticity and tax buoyancy, which basically show how tax revenue reacts to income growth, have gone down over time. These indicators were fairly strong in the early years after independence, but after 1960 they dropped quite sharply. This showed that the tax system was becoming more rigid and inefficient (Chaudhry, 1962; Khan, 1973). Later studies kept pointing out the same issues, like a narrow tax base, corruption, and too much dependence on short term policy changes instead of real structural reforms (Gillani, 1986; Bilquees, 2004; IMF, 2016).
In contrast, Zakat offers a much more direct and effective way to deal with economic distribution. Zakat is only charged on surplus wealth above a fixed threshold, usually at the rate of 2.5 percent. This means the burden falls on people who actually have excess wealth. For example, a wealthy person holding one million dollars in eligible assets pays twenty-five thousand dollars in Zakat. This amount, when distributed among poor households, can make a real difference. Since Zakat recipients usually spend most of the money on food, healthcare, and other basic needs, the impact on consumption is immediate (Risdianto, 2022).
Pakistan provides many real examples of how Zakat works better in practice. Under the government’s Zakat and Ushr system, funds are given through local Zakat committees as Guzara Allowance, medical support, and education stipends. These transfers mostly go to widows, orphans, disabled persons, and the elderly, groups that are often hit hardest by indirect taxes. At the same time, private welfare organizations like Edhi Foundation, Saylani Welfare, and Al Khidmat Foundation use Zakat funds to provide ration bags, free medical treatment, education help, and even small income generating tools such as sewing machines or carts. These efforts raise real incomes and reduce vulnerability in ways that the tax system has failed to do.
Overall, Pakistan’s experience shows that conventional taxation has played a weak and sometimes harmful role in economic distribution. By relying heavily on indirect taxes and failing to tax surplus wealth properly, the system places a heavier burden on the poor. Zakat, on the other hand, works as a fair and targeted alternative. It moves wealth from surplus holders to those who will actually use it, keeps money circulating at the grassroots level, and supports social welfare without depending on exploitative taxation or excessive borrowing (Risdianto, 2022; Shaikh, 2016).
Impact of Zakat on Consumption and Aggregate Demand:
Conventional taxes on people’s current income usually end up reducing their disposable income. When people have less money to spend, consumption goes down, aggregate demand falls, and the economy slows a bit (Abdelbaki 2014).
Zakat works a bit differently because it’s not on the income but on accumulated wealth. When it’s given to the eight eligible groups, especially the poor, they usually spend it right away on basic goods and services. This spending boosts consumption and creates a kind of multiplier effect where higher demand makes businesses produce more, hire more workers, and increase incomes. As incomes go up, a new cycle of spending and production starts, which helps the economy while improving people’s living standards (Abdelbaki 2014).
Even if the total Zakat collected in a country can’t completely eliminate poverty, giving it to the poorest households really raises their tendency to spend (Abdelbaki 2014). Rich people spend only a little of what they have, but poor people spend almost everything they get, which puts money back into the economy and helps production and jobs. By turning wealth that would otherwise sit idle into active spending, Zakat supports growth and also reduces social inequality (Abdelbaki 2014).
When Zakat is properly collected and given to the poor it helps them cover basic stuff like food, clothes and housing which then makes them spend more and also strengthens demand in the economy (Abdullah et al 2015). Research also shows that Zakat transfers can reduce poverty and raise household consumption specially if the money actually reaches the neediest people (Hassan and Ali 2019) Some studies point out that targeting could be better so Zakat reaches the multidimensional poor more effectively, but the basic idea is that moving wealth from those who have extra to those who don’t gives poor households more ability to spend, which supports demand and boosts economic activity (Hassan and Ali 2019). Unlike conventional income taxes that reduce what people can spend, Zakat moves money into the hands of people who will use it quickly for essential consumption, which can help maintain growth in Pakistan.
So unlike regular taxes which can slow down the economy, a Zakat-based system actually encourages consumption, boosts demand and also helps reduce poverty at the same time. By focusing on wealth instead of income and making sure it goes to the people who need it most, Zakat supports social justice, economic welfare and sustainable growth (Abdelbaki 2014; Abdullah et al 2015; Hassan and Ali 2019).
Counter‑cyclical Role of Zakat:
Zakat can play a really important role especially when the economy is slowing down or in recession. Because it is based on wealth and not on income, the amount collected through Zakat does not fall as sharply as income taxes do when people earn less. Regular taxes on income usually shrink exactly when the government needs money the most to support public services and stimulate the economy, and this can make recessions worse. But Zakat works differently because it takes from accumulated wealth, which usually stays even in tough times, and then gives it to the people who need it the most (Yusoff 2013).
So, during a slowdown or recession, Zakat money can go directly to poor households and low-income people, and they mostly spend almost everything they get on basic stuff like food, clothes, and housing. This spending right away helps keep consumption going and boosts overall demand even if private sector spending and investment are low. Basically, Zakat can work like a stabilizer for the economy, putting money back into circulation exactly when it’s needed most and helping reduce the bad effects of recessions on regular people (Yusoff 2013).
Some studies show that in an Islamic economic system, using Zakat this way can help smooth out ups and downs in the business cycle and keep the economy a bit steadier, instead of letting it swing too much when times are bad. During good times, wealth accumulates and can be collected later as Zakat. During bad times, this collected wealth can be distributed, so it supports demand without creating extra debt or requiring new government borrowing. This makes Zakat not only a tool for social justice and poverty reduction, but also a tool for economic stability and growth in Pakistan or any country that implements it properly (Yusoff 2013).
Unlike conventional income-based taxes that shrink in recessions and sometimes even make the downturn worse, Zakat works counter-cyclically, because it moves idle wealth into the hands of people who will spend it right away, supporting the economy when it is most needed. This shows that a Zakat-based system can help both economic welfare and sustainable growth while also reducing social inequality (Yusoff 2013).
Role of the State in Zakat Administration:
One thing that a lot of people forget when talking about Zakat is that it was originally meant to be collected by the state, not just given here and there by individuals. Back in the time of the Prophet (peace be upon him) and after that, the first Caliph Abu Bakr made it clear that Zakat should be gathered under a central authority because some tribes were refusing to pay after the Prophet passed away. This shows that even from the beginning, Zakat was seen as something the state should manage so that it actually goes to the people who really need it (Tahir and Oziev 2025).
When the state runs Zakat, it can organize things better, like keeping track of who paid, who needs it most, and making sure it gets to the right people. In countries today, like Malaysia, they have councils that handle Zakat in each state, which shows the government can have a big role in making sure the system works properly (Migdad 2019). If Zakat is left just to individuals, it can be done randomly and some people might not get enough. Also, state systems can use technology and data to keep records, avoid mistakes, and follow the rules properly from the Qur’an (Khan 2025).
Economically, having the state manage Zakat makes it more like a public tool, where wealth is redistributed systematically to help the poor and support overall welfare. Studies show that organized Zakat can work kind of like modern welfare programs in public finance, helping poor people and making society fairer (Iqbal 2000). So basically, having the state involved makes Zakat more effective, supports economic growth, reduces inequality and shows how a Zakat-based system could replace exploitative taxes while actually helping everyone (Tahir and Oziev 2025; Iqbal 2000; Khan 2025).
Zakat and the Institutional Features of an Islamic Economic System:
In the Islamic economic system, one of the biggest things is fairness and looking after people who are struggling, and Zakat basically stands at the center of that whole idea. Unlike today’s taxes that somehow end up hurting poor and middle-income people a lot more, while wealthier groups usually find ways out of it, Zakat specifically takes from surplus wealth and sends it to people who actually need help (Chapra, 2000; Siddiqi, 1979). It is not just a tax type of thing; it is also a spiritual duty that reminds Muslims that whatever money they have is a trust, not just something they own completely. Along with Zakat, things like Sadaqah, Infaq and Waqf become almost like a social safety net, helping with schools, health services and community issues. Since Islam also prohibits interest, it encourages people to earn in fair and productive ways instead of through exploitation (Usmani, 2002; Chapra, 2000). So, when Zakat, ethical finance and good governance come together properly, the whole economic environment becomes more balanced, where development and social justice can actually go hand in hand (Al-Qaradawi, 1999; Siddiqi, 1988).
Zakat Centered Fiscal Measures in an Islamic Economy
An Islamic economy uses most of the fiscal measures found in non-Islamic economies, but the way they work is kind of different. Also, there are some unique fiscal measures that are a core part of Islamic economic policy. Here we focus on two main ones: Zakat and economic dues.
Zakat as a Core Fiscal Tool:
Zakat is one of the main pillars of Islam. Its collection does not depend on whether the economy is doing well or badly. Still, it is considered a form of tax, so it is a fiscal measure. But it can’t be used like other taxes to manipulate the economy because of three main reasons:
· Zakat is religious. Muslim authorities must collect it always, no matter the economy (Qur’an 49:10; 4:95; 5:67; 33:39).
· The Prophet (peace be upon him) fixed ratios for different types of assets. These rates can’t be changed to boost or slow down the economy (Qurdhawi, 1977).
· Zakat proceeds can only go to certain groups like the poor, the needy, people in charge of Zakat those whose hearts need to be reconciled, captives, debtors, in the way of God, and even travelers (Karim, 1939). 
Various categories of wealth possess a minimum threshold known as Nisab. For instance, the amount of silver is 21 ounces, and that of gold is approximately 3 ounces. Essential possessions such as homes, clothing or furnishings are excluded from Zakat. Zakat is calculated as 2.5%, on money, gold, silver and other saved or appreciating assets. Moreover 10% is levied on investment gains representing the genuine profit obtained from investments after deducting all costs, expenses or losses. So if you invest in a business and after paying everything you make a profit, 10% of that profit is given as Zakat. It is not taken on the total income, only on the money you actually get to keep. The reason it is 10% is that scholars compared it to older rules for agricultural or productive assets, which were taxed at higher rates than just cash or savings (Qardhawi, 1977).
Zakat and Its Impact on Consumption Patterns:
Zakat affects consumption in two main ways:
· First, average and marginal propensities to consume are higher in an Islamic economy because Zakat gives income directly to people who spend it fast.
· [image: ]Second, the investment-income gap is smaller in economies with zakat.Figure 1: Impact of Zakat on Consumption Function

Zakat versus Progressive Taxation: A Fiscal Comparison:
Contemporary progressive taxation is designed to extract a share from the wealthy and a smaller one, from the less affluent, which appears just yet in practice it doesn’t consistently function that way. A challenge is that the funds gathered rarely go to the poor; instead, they pass through various government tiers and can occasionally be delayed or squandered. Also, high taxes rates can make people not want to invest or grow their businesses, which sometimes slow down the economy. On top of that, government help for low-income people often comes really late because of too much red tape and inefficiency, so the people who really need it may have to wait. Zakat sidesteps many of these issues. It covers a scope, than progressive taxes since it encompasses all wealth exceeding nisaab, including funds or assets left unused. It delivers funds directly to the poor and needy allowing them immediate access to cover needs and enhance their living conditions. It also encourages spending and investment in the economy instead of stopping people from investing. Another thing is Zakat rates are fixed and it has to be paid regularly, so it is predictable and fair. Because it combines moral responsibility with economic benefits, it works both as a social welfare tool and as a way to help the economy grow (Siddiqi, 1962).
Zakat and Investment: Incentives in an Islamic Fiscal System:
So basically, because of Zakat, people in an Islamic economy are more likely to invest than in a normal free market economy. Even if the expected profit is zero, people still invest, which is kind of different from non-Islamic economies. The math behind it is in the appendix, but the main idea is that Zakat encourages using your money instead of just keeping it idle. Investment would only stop if the expected profit goes really negative, calculated with this formula:
r = ∈′ / (∈ − 1)
[image: ]Here ∈′ is the Zakat rate on money that’s just sitting around, and ∈ is the Zakat rate on profits from investment. So Zakat basically pushes people to put their money to work.

Figure 2: Impact of Zakat on Investment


Flexible Economic Dues as a Complementary Fiscal Measure:
[image: ]So basically Zakat rates are fixed and cannot be changed so Zakat cannot be used like a normal tax to control the economy by changing its rate or deciding how to spend it that is why Zakat is one of the most important taxes in Islamic economies. But early Muslims also used to impose extra dues on incomes and idle wealth when the economy needed it these extra dues can change depending on economic conditions and can be used for purposes different from Zakat unlike Zakat they do not have to be collected only at the end of the year they can be imposed anytime. In an Islamic economy changing the rates on idle cash can help balance the money market In non-Islamic economies this is usually done by changing interest rates so fiscal policy works differently here Money is needed mainly for transactions and precautionary motives People do not hold money for gambling or speculation because that is not allowed in Islam but holding cash to be ready for investment is allowed .The amount of money people need depends on their income and the rate of extra dues on idle cash If income increases the quantity of money demanded also increases but if the rate of dues on idle cash increases the quantity of money demanded decreases ,the following figure shows this relationship with money demanded on the vertical axis and income on the horizontal axis as the dues rate goes up the demand curve shifts down showing less money is demanded at each income level.

Figure 3: Money demand in Islamic Economic System


In this figure income Y is shown on the vertical axis and the demand for money MD is on the horizontal axis Y0 shows the level of income that just equals the Nisab and basic necessities of life When income is Y and the rate of dues is U1 the quantity of money demanded is M1D.If the rate of dues increases to U2 the quantity of money demanded at income Y1 falls to M2D A further increase in the rate of dues to U3 reduces the quantity demanded even more to M3D.Equilibrium between money supply and money demand in an Islamic economy where there is no interest can be achieved by changing the rate of dues on idle cash This is shown in Figure 4 Here the horizontal axis shows the quantity of money supplied and demanded and the vertical axis shows the rate of dues on idle cash The money supply curve is vertical because the state controls the money supply and it does not depend on the dues rate. The demand for money varies inversely with the rate of dues on idle cash At a dues rate of U1 equilibrium is at point E1 If people hold more cash than normal, for example M2D the state will raise the dues to discourage holding idle cash In Figure 3 the new dues rate is U2 At this level only M1D is demanded and equilibrium is restored. The key idea is that the state restores balance not by increasing the money supply to meet higher cash holdings but by raising the rate of dues on idle cash This prevents the money supply from expanding in an inflationary way in response to higher demand for hoarding that might later be spent without a matching increase in goods and services. It is also important to mention that the dues on idle cash are considered taxes and can be imposed by the Muslim authorities regardless of what the actual rate of inflation is.Figure 4: Money Supply, Money Demand, and Dues on Idle Cash in Islamic Economic System

Zakat-Integrated Fiscal Policy to Achieve Full Employment:
If aggregate demand is too low, raising dues on idle assets can help. It does two things:
· Encourages private investment because holding idle cash becomes expensive.
· [image: ]Giving extra money to the poor boosts spending and investment.
Figure 4: Money Flow & Idle Cash in Islamic Economies


So, raising dues on idle assets can increase aggregate demand until full employment is reached. This method works faster and more directly than expansionary policies in non-Islamic economies (Metwally, n.d.). Government spending is still important. Historical evidence shows medieval Islamic governments used spending to keep markets active. Ibn Khaldun explained that stopping government spending caused business slumps because of capital shortages (Ibn Khaldun, 2:92; Boulakia, 1971).
Zakat-Based Measures to Stabilize Inflation:
In Islamic economies, demand-pull inflation is more common than cost-push inflation because monopoly power is limited, and labor-employer relations are socially regulated.
Inflation can be controlled in two ways:
· Raise dues on personal incomes to reduce consumption and restore balance.
· Use reserves in Bait-ul-Mal (from Zakat and unspent dues) to stabilize the economy.
This provides stability without exploiting people or using interest rates (Metwally, n.d.).
The Four Economic Impacts of Zakat:
Zakat is a very important part of the Islamic economic system and it is not just a religious obligation only. It also works as a fiscal tool which helps the economy in many ways. In Islam, Zakat connects wealth with responsibility, so it is not like modern taxes which change very often. The rates and rules of Zakat are already fixed, because of that its impact is more stable and easier to understand. This fixed nature helps in reducing confusion and also does not create extra pressure on people who pay it. Due to these reasons, Zakat plays a strong role in improving economic balance and welfare in society (Ahmed, Iqbal and Khan, Fundamentals of Islamic Economics and Finance).
1. Impact of Zakat on Economic Stabilization:
One major economic impact of Zakat is related to economic stabilization. Zakat helps in stabilizing the economy by transferring wealth from rich people to those who are in need. Since Zakat is compulsory and collected again and again, it works like an automatic stabilizer. The money received by low income people increases their purchasing power, which helps the economy to keep moving even in difficult times. This support of consumption helps in controlling big ups and downs in income and spending. Because of Zakat the economy becomes less dependent on deficit financing and heavy borrowing, which usually creates inflation and long-term problems (Ahmed, Iqbal and Khan, Fundamentals of Islamic Economics and Finance).
2. Role of Zakat in Improving Economic Efficiency:
The role of Zakat in boosting economic efficiency is often overlooked, but it’s quite significant. Zakat is imposed on idle wealth, such as cash and savings, which encourages people to avoid letting their money sit unused. Instead, they seek to invest it in productive and Sharīʿah -compliant ventures. This not only enhances the flow of money within the economy but also ensures that resources are utilized more effectively. Unlike indirect taxes, Zakat doesn’t interfere with pricing or production choices, allowing markets to operate more smoothly and efficiently. Over time, this fosters greater investment and economic activity, which is crucial for growth (Ahmed, Iqbal and Khan, Fundamentals of Islamic Economics and Finance). 
3. Zakat, Income Distribution and Social Welfare:
Another important impact of Zakat is on income distribution and social welfare. In reality market-based income distribution is not always fair and many people are left behind. Those who don’t have assets or stable jobs suffer the most. Zakat directly helps these people by transferring wealth to groups like the poor, needy and even people in debt. This helps them in meeting their basic needs and also improves their living conditions. Since Zakat funds are strictly meant for welfare, they are more effective in reducing poverty then general tax revenue. In this way, Zakat reduces income inequality and support social justice, even though it doesn’t make everyone equal (Ahmed, Iqbal and Khan, Fundamentals of Islamic Economics and Finance).
4. Ethical and Overall Welfare Impact of Zakat:
Finally, Zakat also has an ethical and social impact on the economy. It teaches people that wealth is not only for personal use but also a trust from Allah. This creates a sense of responsibility among rich people and makes them more willing to care for others. At the same time, Zakat gives support to vulnerable groups in a way that they don’t feel embarrassed or humiliated. This helps in creating social harmony and trust in the society. By combining moral values with economic goals, Zakat supports long term welfare and development without depending on interest-based systems or exploitative taxation practices which often harm weaker sections of society (Ahmed, Iqbal and Khan, Fundamentals of Islamic Economics and Finance).
Economic Due and Zakat: A Clearer Conceptual Framework:
One of the central ideas that must be clarified in discussions about Zakat and fiscal policy is the notion of Economic Due. In Islamic economic thought, Zakat is not just another form of tax like normal government taxes, but a divinely prescribed economic obligation that mixes moral, social and economic functions. This difference is important to understand why Zakat works differently from conventional taxation and why it is more than revenue tools it is an economic due based on ethical principles and clear redistributive goals (Çimen, 2025; Gueydi, 2022; Abu Bakar, 2015). Economic Due means a compulsory financial duty that is mandated by religious rules and tied to the ethical worldview of Islam. Zakat is one of the best examples: once a Muslim’s wealth reaches a minimum level called nisab, a fixed portion must be paid to specific groups. Unlike state taxes which are imposed by governments and can change depending on policy, Zakat’s rates and recipients are clearly set in religious texts, making it a normative duty rather than something optional or political (Çimen, 2025; Gueydi, 2022; Abu Bakar, 2015). Economically, this has big implications. Taxes are usually collected to fund things like infrastructure; defense and government services and the money may or may not reach the poorest in society. Zakat, on the other hand, is aimed at reducing inequality and supporting social justice. Its beneficiaries are clearly defined including the poor, needy and people in debt, so it works as a direct redistribution tool that makes sure wealth circulates to those who really need it (Çimen, 2025; Gueydi, 2022; Abu Bakar, 2015).
The difference is clear when we compare Zakat and taxation. Taxation is based on state sovereignty and can change with budgets and politics. Zakat is fixed in rate and purpose it is commanded by Allah and distributed for welfare. Scholars note that while both try to redistribute wealth, Zakat is more effective in fairness because it has moral and self-compliance built in without relying on strict enforcement or penalties (Çimen, 2025; Gueydi, 2022; Abu Bakar, 2015). Understanding Zakat as an economic due also explains why it helps reduce income inequality and promotes social welfare more than normal taxes. Zakat, because of its moral duty and guidance from Allah, makes people with wealth want to help the needy and at the same time builds trust in the society. Basically, pointing out Economic Due shows that Zakat is not just about money transfers; it’s also a social and moral obligation which can bring justice, welfare and economic balance in ways normal taxes usually cant (Çimen, 2025; Gueydi, 2022; Abu Bakar, 2015).
Practical Solutions for Ending Exploitative Taxation through Zakat:
Zakat focuses on certain groups like the poor, needy, and people in debt, so it’s kind of naturally fair (Qardawi, 1999). Basically it’s meant for people who really need help, which makes it fair (Qardawi, 1999).
From an economic point of view it shows that people who have more should give more, which is called vertical equity (Musgrave & Musgrave, 1989).
Legal Codification and Institutional Support
For Zakat to properly function in a fiscal system, countries need clear laws about how it should be collected, checked, and distributed. Countries like Malaysia show that when Zakat is recognized formally, people trust the process more and compliance increases (Ahmad, 1989; Kahf, 1995). A proper legal system also helps connect Zakat with welfare policies.
Centralized and Accountable Zakat Institutions
A smooth Zakat system requires strong institutions. Central Zakat boards or dedicated government units can manage collection and distribution more transparently. Regular audits, checking who’s eligible and getting advice from scholars helps people trust the system more (El-Ashker & Wilson, 2006; Bayraktar & Sencal, 2009)
Technology for Efficient Collection and Distribution
Digital tools like mobile apps, online portals and linked databases can help collect and distribute Zakat more easily. When Zakat data is linked to other welfare programs, it can stop duplication and make sure help gets to the right people at the right time (Ali & Hatta, 2014) Technology also makes things more transparent which is really important for building trust.
Targeted Allocation and Productive Use
Zakat should not only offer short-term help, but also support long-term growth. Funding training programs, education and small businesses can help people become financially independent and more secure in the long run (Obaidullah & Shirazi, 2004). When Zakat teams up with national welfare programs, resources are used more wisely and efficiently.
Combining with National Policies and Continuous Monitoring
If Zakat is part of the country's financial planning, it can enhance the tax system, reduce inequality, and encourage more economic activity. Regular assessment and community awareness programs are necessary to keep the system transparent and effective (El-Ashker & Wilson, 2006). Keeping the public informed also makes people more willing to participate in the system.
Replacing Exploitative Taxation with Zakat: An Analytical Review Based on Pakistan’s Current Tax Structure
Pakistan's tax system has gotten really complicated and it impacts both individuals and businesses a lot. According to the PwC Pakistan Tax Summary (PwC, 2023), taxpayers deal with high corporate taxes, many withholding requirements, consumption taxes, digital economy taxes, and wealth-based charges all at once. This kind of makes the system feel more like just taking money instead of being fair. On the other hand, Islamic economic ideas talk about Zakat, which is like a low-rate, wealth-based tax that’s supposed to help poor people while making sure rich people actually pay their fair share. If we switched to a system that focuses more on Zakat, the economy could be fairer, simpler, and just work better overall.
Pakistan's current tax system is really tough on businesses. The corporate tax rate is 29% for most companies and can go up to 39% for banks. Additionally, there’s a super tax of one to ten percent on very high incomes. The minimum turnover tax forces companies to pay 1.25% of their turnover even if they are losing money, which feels really unfair. Withholding taxes apply to imports, goods, services, contracts, property, digital payments, and even cash withdrawals, often treated as final taxes. Sales taxes are also high, with the federal sales tax at 18% and provincial service taxes around 15-16%, which hit low- and middle-income people the hardest. Taxes on deemed rental income, digital transactions, and other small things make life even tougher. Overall, the system feels like it takes money first and thinks later, which is exploitative and stressful for people (PwC, 2023). However, not all taxes go against Islamic values. Customs and import duties, excise taxes on harmful goods like tobacco, stamp duties, and social security payments like EOBI can be acceptable because they protect the community and support welfare. These can work alongside Zakat without conflicting with Islamic ideas about fairness. Zakat operates differently. It is a 2.5% tax on accumulated surplus wealth, applied only when assets exceed the nisaab threshold. It’s predictable, kind of fair, and only takes from extra money, not from people who are struggling or businesses that are still trying to grow. Unlike Pakistan’s complicated taxes, Zakat focuses on wealth that’s just sitting around and makes money move instead of putting pressure on production or consumption. With Zakat, only people with extra wealth pay, while the needy are protected, which really fits the Islamic idea of not making life harder for anyone. Switching to a Zakat-centered system could really help Pakistan both economically and socially. People might trust the government more, new businesses could start more easily, and poor people would get help directly through categories like the needy, poor, indebted, and vulnerable. It would also make the tax system simpler, more transparent, and cut down on people trying to avoid taxes. Pakistan’s current taxes, like super tax, minimum turnover tax, high sales taxes, and withholding taxes, are really heavy and don’t feel fair, they go against justice and proportionality. Replacing them with Zakat could make the system fairer, more efficient, and socially responsible, while still keeping some basic administrative taxes. Overall, Zakat could make the economy more inclusive, people trust the government more, and society fairer (PwC, 2023).
Case Studies: 
Implementation of a Zakat-Based Framework in Malaysia
Malaysia is often seen as a strong example of how Zakat can be managed in an organized and modern way. The country collects two main types of Zakat: zakat al-fitr, which every Muslim pays at the end of Ramadan, and zakat on wealth, which covers things like gold, business income, agriculture, and even modern assets such as shares and EPF savings (Patmawati Ibrahim, 2008; Kahf, 1999). Zakat becomes due when wealth passes the nisaab and is kept for one full year (hawl). Before the 1900s, people usually paid Zakat on their own directly to the needy. More formal collection began once State Religious Councils were created, but even then, collection was small and often used for religious projects instead of poverty reduction (Mehden, 1975). Real improvements started in the 1990s when Malaysia began corporatizing Zakat management. The Federal Territory set up Syarikat Hartasuci Sdn. Bhd. in 1991, which handled Zakat professionally. Other states copied this model, and collections increased by a huge amount from just a few million to hundreds of millions of ringgits (MAIWP, 2003). Modern payment methods like salary deduction, online banking, ATMs, and mobile services also made it easier for people to pay. Malaysia also expanded what counts as “zakat able wealth,” including professional income and financial assets, which increased revenue and brought more wealthy groups into the system. At the same time, the meaning of asnaf, which refers to the people who can receive Zakat, was adjusted to match modern social problems. It now includes low income families, prisoners, addicts, and other vulnerable groups who actually need support. Zakat distribution also changed a lot. Instead of only giving cash aid, the system started providing things that help people become stable on their own, like small business funds, education help, training, and other programs that support long term development. Today, Malaysia’s Zakat system combines religious responsibility with socioeconomic goals. Most of the asnaf categories relate to poverty reduction, showing Zakat’s role as an anti-poverty tool. With corporatization, technology, and better governance, Zakat has become almost like a parallel fiscal instrument that supports welfare, investment, and community development. The government also used Zakat reforms as part of its broader Islamization efforts, including Islamic banking and education. Institutions like JAWHAR, created in 2004, help standardize Zakat management across the country. Malaysia is a good example of how Zakat doesn’t have to be just a personal thing, it can actually be turned into a proper system that helps reduce poverty and make people’s lives better. They made some changes like getting Zakat from more sources, making the collection process more modern and using it in ways that really help people to earn and grow, which made the whole system work a lot better.
Case Study of Sudan: From Private Charity to State-Controlled Zakat and Its Challenges (1989–2018)
Sudan is a really interesting example of how zakat can go from being voluntary charity to this big state-controlled thing. Before 1989 most people used to give zakat privately like to their family or friends or just people in their local communities, mostly in a casual way and just kind of based on trust. But then after the Islamist government came in 1989 zakat suddenly became mandatory and the state started managing it. The government said it was to help the poor and promote Islamic values but in reality it ended up creating this huge bureaucracy that seemed more about politics and showing control than actually helping people (Abdalla 2017, El-Gizouli 2019).Even before the coup Sudan had already passed some laws in 1979, 1984 and 1986 that gave the government a small role in zakat but still most of it was handled by local communities and ordinary people. The people collecting zakat often did not really know the Islamic rules they just followed the law (Hamid 2002). Things really changed after the 1989 coup. The 1990 Zakat Act made it mandatory for all Muslims and linked it to government services. You needed a certificate proving you paid zakat to get public services, and local committees were now in charge of distribution. It was meant to improve efficiency, but to be honest it mainly led to mismanagement and corruption (Hamid 2002, Salomon 2016).
As time went on, the government became even more involved, especially after the Zakat Act in 2001, and it seemed like they were taking control of everything more and more. Zakat money was not just going to the poor anymore; some went to national security, political projects, or religious agendas. Marginalized groups, like nomads or displaced people, often got left out, while urban residents and politically connected groups got most of the benefits (Opwis 2005, Platteau 2011, and UNHCR 2021). Women and normal citizens had very little say, and a new elite in the Zakat Chamber got richer and more powerful (Abdalla 2017, Nur 2020).This centralization also made people start distrusting the system. What used to be voluntary giving sort of turned into paying taxes, and the feeling of solidarity, generosity, and helping each other kind of got lost (Schaeublin 2020). Sudan shows how tricky it is to mix religious duties with state control. Even if the government claimed to be following Islamic principles, bureaucracy and politics often messed up the original purpose of zakat (Hallaq 2012, An-Na’im 2008).
In the end Sudan kind of shows both sides. On paper zakat could really help improve social welfare and make the economy fairer, but in reality stuff like government control, corruption, and politics sometimes actually made things harder for the people it was supposed to help. For zakat to really work properly it needs people from the community to be involved, things to be more transparent, and for everyone to actually follow ethical rules (Abdalla 2017, El-Gizouli 2019, and UNHCR 2021).
Example of Zakat through Islamic History: Hazrat Umar bin Abdul Aziz R.A
The era of Hazrat Umar bin Abdul Aziz is really one of the clearest examples of how zakat can actually change Islamic public finance. Even though he was caliph for a short time, Umar bin Abdul Aziz made a government system that focused on social welfare, fairness in the economy, and equal sharing of resources, showing how zakat can really work to improve society (Iqbal, Harahap & Rizqon, 2025). From the very beginning of his caliphate, Umar bin Abdul Aziz showed that he cared a lot about people. He wasn’t thinking about his own money or power, it was more about the community. He sold all his own stuff like clothes, vehicles, and gave all the money to the Bait ul Maal, the state treasury, which really shows he wanted to live simply and serve the people (Mirdad, 2020). His way of ruling was very connected to Islam. He feared Allah and tried to be fair and simple, which made him very different from many caliphs before him who mostly cared about power and getting richer.  He also made big changes in public finance. He returned people’s rights and property that had been taken before, let people farm and trade without too much interference, and even gave farmers interest-free loans to improve their land. He removed many taxes and charges that made life harder for ordinary people, which helped the economy grow and made life fairer (Kuliman, 2106; Ash-Shallabi, 2011).A major part of his system was how he managed zakat. He made sure it was collected and given properly. He picked honest people like Ibn Jahdam to be in charge and didn’t care about family or status, just honesty and knowledge. This helped reduce cheating and made the system work better (Tanjung et al., 2017). He also made sure zakat included everything it should and reached the right people, the mustahik, which helped poor people and reduced the gap between rich and poor (Iqbal, Yusdani & Ramdani Harahap, 2024).
The results were impressive. Social justice improved because resources were shared fairly, people trusted the government more, and farming and trade got better. Zakat was not just a religious duty anymore; it became a way to improve the economy and society, showing that Islamic principles can work in real governance to help everyone (Shofya Humaira Siti Salma & Ayi Yunus Rusyana, 2023).
Overall, the time of Hazrat Umar bin Abdul Aziz shows how powerful zakat can be in managing public finances fairly. By putting zakat in the state system, choosing trustworthy administrators, making zakat cover what it should, and ensuring the right people got it, he built a system that helped poor people, reduced unfairness, and increased trust in the government. This example is still useful today for anyone who wants to use zakat to help society and make the economy fairer (Aqbar & Iskandar, 2019; Thalib, 2023).

Challenges and Solutions of Integrating Zakat as State Revenue in Pakistan:
Integrating zakat into Pakistan’s official state revenue system is not that easy, there are a lot of challenges like legal, social, and administrative problems. After the Eighteenth Amendment, zakat and Ushr powers went to provinces, so now Punjab, Sindh, KP and Baluchistan all have their own rules. This makes it very confusing to have one national system for collecting and distributing zakat because the rules are different everywhere (Samra and Siddiqui 2020, Naheed and Naz 2019). Also, some parts of the income tax law, like Section 60, allow zakat to be deducted from taxable income, but many people still don’t know how to calculate it or how it works with provincial rules. There are also questions about what counts as zakat able wealth now days, like shares, insurance, or bank interest, because these things were not mentioned directly in classical fiqh. So legal confusion is one big reason why it’s hard to make zakat a reliable source of state revenue (Samra and Siddiqui 2020, Naheed and Naz 2019).
Another problem is that the institutions which handle zakat are not very strong. The Central Zakat Fund and provincial boards are bureaucratic and many people don’t trust them. Lots of Muslims still prefer to give their zakat directly to mosques or NGOs instead of going through the government. They worry the money will be wasted or mismanaged (Hussain et al. 2018). Plus, the government systems are not good at handling zakat on modern assets like stocks, so collection is uneven and sometimes causes disputes. This makes people less willing to give their zakat through official channels, which reduces revenue potential. To fix these problems, Pakistan needs a unified national zakat law. The law should make sure provincial rules don’t conflict with federal tax rules and should clearly define what counts as zakat and how it should be collected and spent. This law should also allow modern assets to be included in zakat calculation (Naheed and Naz 2019, Armab Saikhu 2017). On the administrative side, institutions like the Central Zakat Fund could be strengthened, maybe under Ministry of Finance, with digital reporting, audits, and professional staff. This would increase transparency and make people trust the system more. Technology can also help by letting people pay zakat online, which is easy and track able.
Socialization is also very important. Many people in Pakistan still don’t fully understand their zakat obligations or don’t trust the state institutions. To solve this, campaigns involving religious scholars, media, and education can explain why paying zakat is important for religion and society. If Ulama and community organizations are involved, people will be more likely to participate because they trust these authorities more than the government (Hussain et al. 2018, Tahir 2015). Another challenge is how zakat works with taxes. Right now, some people pay zakat and taxes on the same money, which is double payment. One solution is to make zakat a tax deduction, like in some other Muslim countries. This avoids double payment and encourages compliance. But for this, the government needs a strong system to check income and zakat paid, so everything is transparent. If done right, this could improve trust, increase revenue, and reduce the fiscal deficit (Al-Mamun and Haque 2015, Suprayitno et al. 2013). So, overall, integrating zakat into Pakistan’s state finances is difficult because of legal confusion, weak institutions, low public trust, and administrative limits. But these can be solved by making a clear law, improving institutions, using technology, raising awareness, involving scholars, and aligning zakat with taxes. If done properly, it can not only increase revenue but also help poverty reduction and social welfare, which is exactly what zakat is supposed to do (Samra and Siddiqui 2020, Naheed and Naz 2019, Hussain et al. 2018, Tahir 2015, Armab Saikhu 2017, Al-Mamun and Haque 2015, Suprayitno et al. 2013).
Gaps and Space for Future Research:
While working on this topic and reading all these different case studies, I noticed there are still quite a few gaps that researchers don’t really talk about properly, and honestly some areas feel kind of confusing or incomplete. A lot of the literature explains the idea of zakat and its fairness in a very ideal way, but it doesn’t fully show how things actually work when a modern country tries to put zakat into its real tax system. For example, most studies talk about the theory of nisab, wealth thresholds, fairness, justice and all that, but they don’t explain how a government should practically move from a complicated tax structure, like Pakistan’s, to something more zakat-centered without creating problems in revenue or development. These details are usually skipped, so we don’t get a clear picture of what steps a country should follow in real life. Another gap is about data. Many countries say they collect zakat but the numbers are incomplete, outdated, or sometimes not very transparent because of political issues or weak institutions. So it becomes hard to judge how much zakat actually reduces poverty or how it affects inequality in the long run. We also don’t get a lot of fair comparisons. Malaysia, Sudan, Pakistan, and other countries all have totally different experiences with zakat, but very few researchers put them together and show why one system worked and another didn’t. Without this comparison it’s difficult to know what model Pakistan should follow or what mistakes to avoid. There is also a big gap when it comes to people’s behavior. A lot of studies assume people will automatically trust the state and pay zakat properly if the system is updated, but it’s really not that simple. People worry about corruption, political influence, bad governance, or just not knowing how zakat rules apply to modern assets like shares, pensions, or insurance. Some people are also not comfortable with digital systems or don’t know how to calculate their own zakat, which makes the whole process harder. These practical and social issues really matter, but most researchers only mention them for a moment and then move on without actually explaining how they affect zakat collection in real life. It kind of leaves a gap because these are the things that decide whether a system will work or not. For future research, it would honestly help if scholars focused more on real, on-ground examples instead of only theory. Even small pilot projects in one or two districts could show a lot. They could test how zakat collection and distribution work when people use modern tools like mobile apps or simple banking systems. This would give actual results instead of just assumptions. This would give proper evidence instead of guesswork. Researchers should also look into how zakat and taxes can work together, because no country can suddenly remove all taxes, so there has to be a balanced system. Another simple area for future research is studying long-term effects, like how zakat influences jobs, business growth, and people’s trust over many years. Most studies stop at saying zakat helps the poor, but we need more detailed work on how it affects investment, job creation, small businesses, government trust, and overall economic growth over many years. If future research focuses on these gaps and tries to link Islamic principles with practical modern policymaking, then the idea of using zakat to fix exploitative taxation would become much clearer and also more realistic for countries like Pakistan.
Conclusion:
Zakat is like a really practical and ethical alternative to taxes that often just take from regular people while rich people somehow avoid paying their fair share. It’s not just about money; it’s also a moral and religious duty that makes people think about fairness and helping others. History shows it can actually work, like in the time of Hazrat Umar bin Abdul Aziz, when wealth was more fairly shared, poverty was lower, and people got along better. Even today places like Malaysia show that if Zakat is managed properly, it can help poor people, reduce poverty, and also help the economy grow while keeping society together. For a country like Pakistan putting Zakat into national policy needs some careful planning. You can’t just tell people to pay it on their own. There need to be clear laws, strong institutions to collect and give out Zakat, maybe some tech to track payments, campaigns so people know their responsibilities and regular checks so nobody misuses it. If all that is done right, Zakat can reduce unfair taxes, make wealth and growth more equal, and make society more just. In the end, Zakat kind of connects moral duty with economic sense. Unlike normal taxes that feel like a pain, Zakat makes people want to give because it’s part of their beliefs. If it’s done properly, it can really help people out of poverty, reduce inequality, encourage economic growth, and make communities stronger. Zakat isn’t just a religious thing; it’s also a real practical way to make society fairer and fix the problems caused by unfair taxes.
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Abstract:


 


Zakat and taxes both play a big part in helping the economy and society, 


but they do it in different ways. Taxes mainly pay for public services, 


while Zakat in Islam is designed to share wealth and assist the poor. This 


article proposes that a system cente


red on Zakat could solve some issues 


caused by modern taxes, like heavy burdens on regular people and 


inefficiencies, without completely getting rid of taxes. By looking at 


current studies, this research examines the key ideas and objectives of 


Zakat and h


ow it can tackle the downsides of today's tax systems. It also 


thinks about how combining religious and non


-


religious ideas can 


influence financial policies that benefit society. Using Zakat could help 


money move around better in the economy and actually r


each the people 


who need it the most. The results show that if Zakat is managed 


properly,


 


it can make finances run more s


moothly, help vulnerable people


 


and give 


useful ideas for governments that want to bring Islamic financial 


principles into today’s economic systems.
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Introduction 


to Zakat and taxation system:


 


Zakat is one of the five main pillars of Islam and it’s basically a way to share money from people 


who have extra to people who really need it 


(Sayyid


 


Sabiq, 1991) it usually includes cash, trade 


goods, farm stuff, animals and


 


precious metals. Nowadays some scholars also count bank 


deposits and stocks too (al


-


 


Qaradawi, 1999) The main idea is any money you have more than 


what you need for living is 


zakat able


 


which helps poor people and keeps the economy moving 


(Bakar, 1998).


 


Taxes on the other hand are collected by the government to pay for stuff like 


hospitals, schools, roads and other services. They’re supposed to be fair and based on what 


people can afford but in real life they feel heavy and unfair. Rich people sometimes f


ind ways to 


avoid paying and normal people end up paying most of it.


 


Even though taxes pay for important 


things, the benefits don't always get to people. Roads 


are 


in really bad shape, hospitals are super 


crowded and services 


do not


 


have enough money so


 


ev


en tho


ugh


 


both Zakat and taxes are 


supposed to manage money


,


 


Zakat feels 


a bit 


more personal and actually helps people while 


taxes just feel far away and not really connected.


 


Problem Statement:


 


 


Taxation is not inherently rejected and can be utilized to f
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  Abstract:   Zakat and taxes both play a big part in helping the economy and society,  but they do it in different ways. Taxes mainly pay for public services,  while Zakat in Islam is designed to share wealth and assist the poor. This  article proposes that a system cente red on Zakat could solve some issues  caused by modern taxes, like heavy burdens on regular people and  inefficiencies, without completely getting rid of taxes. By looking at  current studies, this research examines the key ideas and objectives of  Zakat and h ow it can tackle the downsides of today's tax systems. It also  thinks about how combining religious and non - religious ideas can  influence financial policies that benefit society. Using Zakat could help  money move around better in the economy and actually r each the people  who need it the most. The results show that if Zakat is managed  properly,   it can make finances run more s moothly, help vulnerable people   and give  useful ideas for governments that want to bring Islamic financial  principles into today’s economic systems.   Keywords:   Zakat, Exploitative Taxation, Wealth Redistribution, Social Justice, Islamic  Economic System and Economic Welfare.   Introduction  to Zakat and taxation system:   Zakat is one of the five main pillars of Islam and it’s basically a way to share money from people  who have extra to people who really need it  (Sayyid   Sabiq, 1991) it usually includes cash, trade  goods, farm stuff, animals and   precious metals. Nowadays some scholars also count bank  deposits and stocks too (al -   Qaradawi, 1999) The main idea is any money you have more than  what you need for living is  zakat able   which helps poor people and keeps the economy moving  (Bakar, 1998).   Taxes on the other hand are collected by the government to pay for stuff like  hospitals, schools, roads and other services. They’re supposed to be fair and based on what  people can afford but in real life they feel heavy and unfair. Rich people sometimes f ind ways to  avoid paying and normal people end up paying most of it.   Even though taxes pay for important  things, the benefits don't always get to people. Roads  are  in really bad shape, hospitals are super  crowded and services  do not   have enough money so   ev en tho ugh   both Zakat and taxes are  supposed to manage money ,   Zakat feels  a bit  more personal and actually helps people while  taxes just feel far away and not really connected.   Problem Statement:     Taxation is not inherently rejected and can be utilized to f und governmental functions such as  social welfare, ed ucation, infrastructure   and various public services. Nevertheless, contemporary  tax ation   systems frequently impose an unequal burden on the impoverished, while  upper class  
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