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INTRODUCTION:

Economic justice is a core element of social justice and welfare economics, as it
ensures that all individuals have fair access to resources necessary for a dignified life,
regardless of their socioeconomic background.

A just economic system promotes social stability, public welfare, and sustainable
development. Governments collect taxes to fund infrastructure, education, healthcare,
and other essential public services; however, despite heavy taxation, many societies
continue to face inflation, unemployment, and widening economic inequality.

This raises serious concerns about the fairness, efficiency, and ethical foundations of
existing taxation systems. The inequitable distribution of resources undermines the
sense of justice and reduces public trust in governmental institutions.

One major challenge to economic justice is exploitative taxation, which
disproportionately burdens the poor while allowing the wealthy to accumulate greater
economic power.

Lower-income groups often pay higher relative taxes on basic necessities yet receive
minimal benefits, whereas capitalists continue to enjoy privileges, often amplified
through tax avoidance strategies and loopholes.

This imbalance weakens social cohesion, reduces opportunities for upward mobility,
and contributes to economic instability. Furthermore, overreliance on indirect taxes often
amplifies these effects, particularly when applied to essentials such as food,
transportation, and energy, which constitute a larger portion of low-income households’
expenditures.



Islam strongly opposes such injustice and offers an alternative through the institution of
Zakat. As a structured, wealth-based obligation, Zakat ensures equitable distribution of
resources, reduces inequality, and promotes economic circulation. When implemented
effectively, a Zakat-based system can enhance economic growth, social welfare, and
justice, making it a viable solution to prevailing economic crises and an ethical model for
modern societies seeking sustainable and inclusive development.

Exploitative Taxation: Concept and Impact:

Exploitative taxation refers to a tax system in which the burden falls disproportionately
on lower-income groups while the wealthy benefit. Individuals in everyday life pay both
direct and indirect taxes.

Direct taxes are deducted from salaries or paid by companies to the government, while
indirect taxes, such as general sales tax (GST) or value-added tax (VAT), are added to
goods and services, including essentials like groceries, utilities, transportation, and
healthcare products.

Although both types of taxes affect everyone, their relative impact is far more severe on
the poor, as they spend a larger share of their income on daily necessities, leaving little
room for savings or investments.

Low-income earners often struggle to meet basic needs due to the heavy tax burden. In
contrast, wealthier individuals can save, invest, and take advantage of financial
strategies or tax incentives that reduce their taxable exposure, allowing their wealth to
grow over time.




Additionally, the rise of the digital economy has introduced new forms of taxation, such
as e-commerce levies and taxes on online ride-hailing services. While these services
provide convenience, the added tax disproportionately affects low-income users who
rely on affordable online services for their daily needs, whereas wealthier users
experience minimal impact on overall financial stability.

This unequal distribution of taxation exacerbates inequality and deepens social
injustice. The poor are trapped in cycles of economic vulnerability, unable to save,
invest, or access opportunities for upward mobility. Meanwhile, the wealthy accumulate
wealth faster, widening the gap between rich and poor.

Exploitative taxation undermines social cohesion, increases economic disparity, fuels
inflation and unemployment, and destabilizes markets. Such a system highlights the
urgent need for a more equitable economic framework, one that redistributes wealth
fairly, ensures social welfare, and fosters stability—principles deeply embedded in the
Islamic concept of Zakat.

Islamic Perspective on Economic Justice:

The Islamic perspective on economic justice is rooted in equality, fairness, and the
equitable distribution of resources among all individuals. Central to this framework is the
prohibition of exploitative practices, including riba (usury), which unfairly concentrates
wealth and creates systemic inequalities.

By forbidding riba, Islam ensures that financial transactions remain ethical, fair, and
socially responsible, promoting equity in trade, lending, and investment practices.

Historical evidence from early Islamic societies illustrates how these principles were
effectively implemented to achieve prosperity and social justice. Success was not solely
measured by material accumulation or trade expansion but by the equitable treatment of
citizens, ethical governance, and the provision of public welfare.

Scholars such as Al-Ghazzali emphasized the concept of the “individual-in-community,”
where personal wealth, labor, and economic activity are designed to serve the collective
good. Governance and economic activity were inseparable from moral responsibilities,
ensuring citizens’ needs were met, resources were fairly distributed, and exploitation
was minimized.


https://had-int.org/wp-content/uploads/2023/04/An-Islamic-Perspective-on-Economic-and-Social-Justice.pdf

Islamic economic principles are therefore aimed at creating just, ethical, and sustainable
societies. By promoting moderation in consumption and production, prioritizing
community welfare, and integrating ethical conduct into financial practices, Islam
reduces the risk of inequality and social instability.

These principles are particularly relevant in today’s context, where exploitative taxation
and wealth concentration challenge social cohesion and economic fairness. Within this
framework, Zakat operates as a tangible mechanism to achieve economic justice,

redistributing wealth to support the underprivileged while sustaining economic stability.

Zakat as an Alternative Economic System

Zakat, the third pillar of Islam, is a mandatory financial obligation prescribed by Allah for
Muslims who possess wealth above a certain threshold known as the Nisab.

Every eligible individual, who is sane and owns wealth above this threshold, is required
to allocate a fixed portion of their wealth to eligible recipients, primarily the poor and
needy. Beyond its financial nature, Zakat is also a spiritual act of worship, performed
after Salah and fasting, purifying both wealth and the soul.



The core purpose of Zakat is to ensure the circulation of wealth within society rather
than allowing accumulation in the hands of a few. By contributing a portion of their
surplus resources, the wealthy enable underprivileged individuals—who may be
hesitant or unable to ask for help to meet their basic needs.

This circulation of wealth reduces deprivation, fosters social cohesion, and promotes
mutual trust and respect within the community.

Unlike voluntary charity, Zakat is obligatory, structured, and continuous, guaranteeing
that support reaches the needy in a systematic and fair manner. Its impact extends
beyond immediate relief; Zakat can fund small businesses, vocational training,
education, and scholarships for deserving individuals, ensuring long-term social welfare
and economic empowerment.

By redistributing resources ethically and systematically, Zakat narrows the wealth gap,
promotes economic balance, and fosters the development of just societies.

Through this structured system, Zakat offers a sustainable and practical alternative to
exploitative taxation, demonstrating how faith-based principles can simultaneously
address poverty, reduce inequality, and strengthen community solidarity.
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How Zakat Promotes Economic Growth and Social Welfare:

Zakat actively contributes to economic growth while reinforcing social welfare. By
transferring wealth from those with surplus resources to those in need, Zakat increases
the purchasing power of lower-income groups, stimulating consumption and demand for
goods and services.

This, in turn, encourages production, trade, and entrepreneurship, generating
employment and fostering a more dynamic and inclusive economy.
Additionally, Zakat supports skill development, education, and entrepreneurship.

Funds allocated to vocational training, business capital, or education enable individuals
to generate sustainable income and actively participate in economic activities. This
approach reduces poverty, fosters self-reliance, and strengthens human capital,
contributing to long-term economic growth.

Socially, Zakat fosters cohesion and stability. By addressing inequality and ensuring that
the basic needs are met, Zakat reduces social tension and enhances trust between
different economic groups.

This equitable redistribution creates a favorable environment for investment and
development. Zakat also promotes moderation, discourages hoarding, and encourages

ethical behavior in both consumption and trade, bridging the gap between social welfare
and economic efficiency.

Policy Implications:

Key factors affecting the effective implementation of a Zakat-based system include:

1. Lack of Awareness: Many individuals remain unaware of the principles, benefits,
and social impact of Zakat.

2. Low Trust in Institutions: Due to inefficiency, mismanagement, or corruption,
people hesitate to contribute.



Transparency and Accountability Issues: Weak governance reduces confidence
in the system and discourages voluntary compliance.

Inefficient Collection and Distribution: Misallocation or delays in fund distribution
limit the effectiveness of Zakat.

Limited Digital Adoption: Lack of knowledge about financial technologies hinders
convenient and efficient payment.

Insufficient Institutional Reforms: Policies may not support optimal management
and utilization of Zakat funds.

Weak Distribution Mechanisms: Without structured allocation, funds may fail to
reach the most deserving recipients.

Indirect Tax Burden: High indirect taxes discourage voluntary fulfillment of Zakat
obligations.

Corruption and Bureaucratic Delays: Administrative hurdles reduce the efficiency
and impact of Zakat contributions.

Addressing these challenges requires coordinated efforts from the government,
religious authorities, and society. Key measures include

Developing a transparent, accountable, and well-structured Zakat management
system.

Employing digital tools to improve collection, monitoring, and distribution.

Launching awareness campaigns to educate citizens about Zakat’s economic
and social benefits.

Reducing indirect taxes to encourage voluntary contributions.
Implementing strict policies against corruption and bureaucratic inefficiency.

Reforming institutional frameworks to optimize Zakat utilization and reach
deserving beneficiaries effectively.



Conclusion:

A properly managed Zakat-based system has the potential to transform economic and
social conditions, promoting justice, equity, and welfare. By combining ethical principles
with effective governance and policy support, Zakat can reduce poverty, enhance
economic growth, and strengthen social cohesion.

Collective efforts from the government, institutions, and citizens are essential to fully
realize its benefits. Zakat is not only a spiritual obligation but also a practical and
sustainable instrument for achieving long-term prosperity, social justice, and inclusive
economic development.

By bridging ethical principles with real-world economic mechanisms, Zakat represents a
model for societies seeking fairness, stability, and holistic growth.
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