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Abstract
This article reexamines the relationship between modern taxation and Islamic fiscal ethics, arguing that exploitative taxation systems have failed to ensure justice or inclusive growth. Drawing on shariah-based economic principles, particularly the institution of Zakat, the discussion proposes a transition toward a just and welfare-oriented fiscal order. The article critical examines how zakat combats the hoarding of the wealth, stimulates investment, reduces unemployment and alleviates the fiscal burden on the state budget. By directing funds toward specific recipients, including the poor, debtors etc. Zakat fosters a balanced society, free from class conflict offering a viable alternative to system reliant on heavy taxation.
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Introduction
In the contemporary world, nations conflict with persistent economic challenges, primarily poverty, unemployment. Human-made economic systems have attempted to address these issues through various fiscal policies, primarily taxation.
However, scholars note that these systems have often failed to achieve comprehensive social justice. The Islamic financial system presents zakat as divine instrument designed to resolve these issues. Zakat is defined linguistically as growth, blessing, and purification (Al-Adīb, 2025, p.46). Unlike taxes, which are financial charges, imposed by the state to cover general expenditure and can change based on political whims, while Zakat is fixed which is 2.5 % of the total wealth (Fākhar, 2019, p.4).
Thematic Analysis 
The Nature: Taxation vs Zakat
The primary distinction between Zakat and taxation lies in their source and intent. Taxes are defined as a monetary deduction imposed by the state on individuals’ property to finance public burdens (Sanad, 2022, p.9). Scholars argue that taxes are man-made laws subject to error, modification, and potential injustice, whereas Zakat is a divine law characterized by absolute justice and stability (Sanad, 2022, p.12).
Furthermore, the psychological relationship between the payer and the payment differs significantly. In taxation, the relationship between the individual and the ruling authority is often characterized by coercion. In contrast, Zakat is an act of worship involving a relationship between the individual and the creator Allah ( سُبْحَانَهُ وَتَعَالَىٰ). This spiritual dimension ensures that Zakat is paid voluntarily and with a clean conscience, reducing the cost of collection and evasion, unlike taxes which require strict monitoring (Sanad, 2022, p.12). Consequently, Zakat cleanses the soul of miserliness and the wealth of impurities, transforming the payment from an exploitative exaction into a tool for moral and material purification (Jabal, 2023, p.726).


The institutional framework and recipients:
Zakat defined in Islamic jurisprudence as the removal of a specific part of specific wealth, in a specific manner from a group of specific people (Sanad, 2022, p.8). It is a mandatory financial duty imposed on wealthier Muslim who possess wealth that meet the minimum threshold (Nisab) which is the value of 595 gram of silver, and has been held for a certain duration (Hawl) which is 1 lunar year. (Būlsibā & Qubayfī, 2023, p.30)
This obligation is rooted by in divine decree, making its payment an act of worship and obedience. The effective implementation of Zakat necessitates its administration by the state through specialized institutions. The purpose of this institutionalization is to insure comprehensive, efficient collection and distribution. The primary objective of Zakat is to solve the problem of poverty (Būlsibā & Qubayfī, 2023, p.17), unlike taxes which are spent on general state expenses.
Zakat has eight specific categories of recipients who are eligible to receive Zakat. These categories are mentioned in the Holy Quran:
﴿‏‎۞ إِنَّمَا ٱلصَّدَقَٰتُ لِلۡفُقَرَآءِ وَٱلۡمَسَٰكِينِ وَٱلۡعَٰمِلِينَ عَلَيۡهَا وَٱلۡمُؤَلَّفَةِ قُلُوبُهُمۡ وَفِي ٱلرِّقَابِ وَٱلۡغَٰرِمِينَ وَفِي سَبِيلِ ٱللَّهِ وَٱبۡنِ ٱلسَّبِيلِۖ فَرِيضَةٗ مِّنَ ٱللَّهِۗ وَٱللَّهُ عَلِيمٌ حَكِيمٞ ٦٠﴾
{Alms-tax is only for the poor and the needy, for those employed to administer it, for those whose hearts are attracted to the faith, for freeing slaves, for those in debt, for Allah’s cause, and for needy travellers. This is an obligation from Allah. And Allah is All-Knowing, All-Wise}, ( Surah Al-Tawbah (9:60) ).

Elaboration of these Categories (Al-Adīb, 2025, p.48):
1. The poor, the poor is a person who owns nothing, and his need that does not bring its owner to the point of abasement and humiliation.
2. The needy, The one who has some goods, but not enough to cover their need, and his need that compels him into abasement and humiliation.
3. Those employed to administrate Zakat, these are the ones who travel among the areas to collect the Zakat.
4. Those whose heats are to be reconciled, these are the ones whose souls are being comforted toward Islam, such as those who have recently entered Islam, or those who desire to enter Islam because they are close to becoming Muslim.
5. Those in bondage, this refer to slaves, meaning that one of the expenditures of Zakat is the freeing of captives.
6. The indebted, those are debtors whose wealth is in sufficient to pay off what they owe. However, the one who incurred debt through mala fide is not given from Zakat or other sources unless he repents.
7. For God’s cause, this refers to Jihad. It means that the charity of funds are spent on the means of Jihad, such as equipment and guarding the frontiers, both by land and sea.
8. The wayfarer, this refer to the stranger who is stranded away from his own people.
The distribution must prioritize the needs of the local community before transferring funds to elsewhere, aiding in regional economic sufficient.
Economic Growth and Fight Against Hoarding
The Zakat system imposes levy on idle capital, thereby penalizing hoarding. This compels wealth holders to invest their money to prevent it from being consumed by Zakat payments over time (Aishan, 2019, p.73).
By forcing capital into the market, Zakat stimulates investments. When Zakat is distributed to the poor, it increases their purchasing power. Since poor have higher marginal propensity to consume, this transfer of wealth boosts aggregate demand for goods, and services. This rise in demand encourages producers to increase output, leading to higher employment and further investment. (Allash, 2006, p.89)
Critical Discussion
Justice and Fairness in wealth redistribution.
The concept of justice in Zakat system is rooted in the redistribution of wealth to prevent it from circulation only among the rich as Allah  ( سُبْحَانَهُ وَتَعَالَىٰ) said: 
﴿كَىْ لَا يَكُونَ دُولَةًۢ بَيْنَ ٱلْأَغْنِيَآءِ مِنكُمْ ۚ ٧﴾
{ so that wealth may not merely circulate among your rich } 
( Surah Al-Hashr (59:7) ).
This is based on the divine directive that wealth should not be a “circuit between the wealthy” (Ammāwī, 2010, p.75). By taking a surplus from the rich and returning it to the poor, Zakat narrows the gap between social classes, mitigating the hatred and envy thar often arise from extreme inequality (Ṣīyām, 2012, p.101).
Unlike taxation, which can burden the middleclass and be evaded by the wealthy through loopholes, Zakat is a fixed obligation on net wealth and growing assets. It creates a mechanism for social balance that human-made system struggle to replicate. The Zakat system ensures that the basic needs of every individual are met, which is the foundation of social justice (Būlsibā & Qubayfī, 2023, p.A).


Supporting the State Budget and reducing fiscal burdens
While taxes are often justified by the need to fund the state budget, empirical studies show that Zakat can significantly alleviate the fiscal burden on the government. By covering social welfare costs, Zakat frees up state resources for other public infrastructure projects.
For instance, a comparative study between Sudan and Algeria revealed that in Sudan, where Zakat collection is obligatory and institutionalized, it contributes effectively to alleviating the general budget burden by financing social expenditure. According to the study from period 2010 to 2019, the Sudanese Zakat department contributed to financing many investment projects of a social and productive nature, such as education, health support, and the financing of individual and collective projects. In contras Algeria financed a limited number of investment projects of a social nature through several investment mechanisms, the most prominent of which was Qard Al-Hasan.
Zakat contributed to alleviating the general financial burden of the state in Sudan by covering a significant portion of social expenditures, amounting to 3.28%, whereas the contribution of Algeria fund was very small and almost negligible, estimated at 0.013%. this disparity is attributed to several obstacles and challenges, including a lack of trust between the fund an individual, the non-mandatory nature of Zakat obligation, and the weakness of the fund’s awareness and outreach efforts. (Būlsibā & Qubayfī, 2023, p.123)
This suggests that for Zakat to replace exploitative taxation or significantly reduce it, it requires strong institutional support, autonomy, and legal backing to ensure efficient collection and distribution.
Education and Human Capital Development
The welfare provided by Zakat extends beyond physical needs to include human capital development. The category “In the cause of Allah” has been interpreted by many contemporary scholars to include funding for education and student scholarship. For example, the “Al-Falah Social Fund (YDSF)” in Indonesia, utilizes Zakat fund to support education, providing scholarships and improving the quality of human resources. (Iqbal, 2018, p.49). By investing in education, Zakat addresses the root causes of poverty, such as ignorance and lack of skill, thereby fostering long-term economic growth and stability. 


Alleviating Debt and Economic Distress 
Exploitative financial systems often trap individual in debt. The Zakat category of debtors, provides a unique safety net for those overwhelmed by debt, provided it was incurred in lawful purposes. This function of Zakat acts as an insurance mechanism, restoring the economic standing of individual who fallen into financial distress and allowing them to re-enter the economic cycle (Iqbal, 2018, p.50).
This contrasts with the conventional tax system, which never offer direct relief to individual debtors and many even exacerbate their plight through penalties.
Conclusion
The analysis of this article reveals that Zakat-based system offers a comprehensive alternative to exploitative taxation. While taxation is often characterized by its compulsory, man-made, and burdensome nature, Zakat is distinguished by its divine origin, spiritual motivation, and specific focus on social welfare and economic growth.
The Zakat system promotes justice by redistribution the wealth from the rich to the poor, preventing the concentration of capital. It fosters economic growth by penalizing hoarding and encouraging the investment of idle funds, thereby stimulating production and consumption. Furthermore, it ensures welfare for all by addressing the root causes of poverty through the provision of production tools, education, and debt relief.
However, the realization of these benefits requires a shift from individual, voluntary practice to organized institutional management. As demonstrated by the case of Sudan, when Zakat is integrated into the state’s fiscal framework, it can significantly reduce the budgetary burden of social welfare. Therefore, ending exploitative taxation involves embracing the Zakat system not merely as a religious ritual, but as a robust fiscal and social policy capable of achieving sustainable development and justice for all.
تم بحمد الله
والله أعلم
وصلى الله وسلم على نبينا محمد وعلى آله وصحبه أجمعين
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