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

Abstract
This paper explores the possible roles of Zakat, a fundamental pillar of Islamic Social Finance, in becoming a functional tool for the alleviation of poverty in society. A parallel framework for the analysis of the topic will therefore be created, first to decode its intrinsic aims of poverty alleviation in Islamic social beliefs, and then to assess its functional compatibility with contemporary financial systems. Based on a critical observation of the existing literature in contemporary research, the aims of this paper will specifically address the possible effectiveness of the actual application of Zakat in reducing the phenomenon of income disparity in modern societies, as well as helping in the material provision of the basic needs of humanity.
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Introduction
One of the emerging issues of the modern age is economic inequality. While socialism focuses on welfare with inhibited economic liberty, capitalism focuses on growth with ignored equity. The economic system presented by Islam is well-balanced as it takes into consideration the importance of property alongside the accountability of money (Chapra, 2000).
The concept of Zakat plays a vital part in the economic structure of an Islamic state. Being one of the pillars of Islam, Zakat implements a binding economic tool for social welfare. Zakat acts as a fundamental socio-economic mechanism under the Islamic structure. Functions as an institutional tax system that helps implement financial justice within the state's financial structure; eight types of beneficiaries are identified within the Quran directly, which makes it an institutional tax system. “This tax collection serves as an economic stabilizer within the Islamic state,” where Umar Ibn Abdul Aziz eradicated poverty. This paper will examine the potential for a zakat economic system to create growth and justice.
Conceptual Framework of Zakat

Definition and Purpose
Zakat linguistically means cleaning and growth. Zakat cleanses wealth from selfishness and cleanses society by removing economic inequality, according to Al-Qaradawi (1999). It is considered a compulsory financial charge levied on all types of accumulated wealth. This ranges from personal savings to business assets and agricultural produce. Zakat was stressed by classical Islamic scholars to guarantee the steady flow of wealth in society, according to Chapra (2000). Zakat, therefore, guarantees moral uprightness and economic equality as it serves to benefit the needs of the poor, according to Kahf (1999).

Qur'an Foundation

The poor, the indigent, and those in debt are among the eight categories of beneficiaries entitled to receive Zakat payments. They are identified according to the Quran itself. Such a system has an emphasis on the comprehensive social function of Zakat payment. Zakat payment goes beyond the scope of helping the poor. Mannan (1986) notes that Zakat contributes to economic justice and the establishment of a proper social structure. This is achieved by focusing on various dimensions of economic liability. Zakat is made efficient in this system of structural welfare payment rather than a form of charity payment (Chapra 2000). 
Difference from Charity	
Practiced voluntarily, zakat differs from charity, as it has become a mandatory act for eligible persons who must give out zakat. It has become a mechanism of helping wealth mobility in the economy and preventing hoarding, according to al-Ghazali (1982). In contemporary scholarship, this mandatory aspect of zakat has given zakat a nature of being a public economic policy, which cannot be attained voluntarily, according to Mannan (1986) and Chapra (2000). Thus, zakat has become a mechanism of wealth redistribution through social justice institutions.
Zakat as an Instrument of Social Justice

Reducing Income Inequality
Zakat acts as a direct instrument that redistributes resources within society. Kahf, in his research conducted in 2004, highlights how effective distribution and collection of zakat can ensure that the inequality of incomes within Muslim society can be reduced by up to 25 percent. Various research studies agree to a certain extent with Kahf and explain how resources are transferred through zakat from the people who have more to the poor through various institutions and organizations (Chapra, 2000; Mannan, 1986).
Poverty Eradication
Evidence from the Prophetic traditions and the early Islamic era represents the revolutionary effect the zakat levy had on society. Abu Yusuf (1979) records the significant effect the proper administration of zakat had in the reduction of poverty in the early caliphate era. Old records also place particular importance on the Umar Ibn Abdul Aziz era, where the zakat contributions were seen to be sufficient to cover the needs of all those who were eligible to benefit from the levy. This success can be attributed to proper administration and the enforcement of rules surrounding the zakat levy (Chapra, 2000).
Restoring Human Dignity
Ibn Taymiyyah (1963) highlighted the fact that the purpose of zakat is the improvement of the poor so that the need for it is removed, so that the poor become independent and not in need of anything. Ibn Taymiyyah explained that the purpose of the payment of zakat was so that people could “achieve their happiness and betterment in the Hereafter and so that an individual may have the ability to carry out his tasks and functions as a human being and as a Muslim, and so that he may live effectively and not in acceptance of aid” (Ibn Taymiyyah, 1963, P. 48).

Zakat and Economic Growth
Wealth Circulation
The Quran specifically preaches against the wealth being concentrated in the hands of a few, and as translated by the Quran, it is to ensure that money does not circulate among the rich only among you (Qur'an 59:7). Building on this idea, zakat is a method of giving surplus money to needy persons by the rich through the institutions. Theoretical and empirical studies support a higher level of growth in the economy because it is believed that the beneficiaries tend to utilize the money to purchase essentials immediately, and this boosts the demand in the economy and larger-scale economic activity.
Stimulating Demand
The purchasing power of the poor community gets boosted by zakat; hence, the demand for consumer durables goes up. High marginal consumption propensities are witnessed by the poor when income is redistributed; hence, a strong multiplier effect emerges (Mannan, 1986). The income redistributed through zakat shows a strong linkage to Gross Domestic Product (GDP) growth and generates more employment and growth within the economy due to boosted demand (Siddiqi, 2004; Chapra, 2000).
Savings, Investment, and Capital Formation
In stark gap to popular belief, zakat will not delay savings or capital formation, but instead research studies show it can be used to make wealth more productive. Kahf (2015) suggests that to reduce idle wealth that can be affected by zakat, this socially motivated approach connects the management of private wealth to more general goals of economic development, which aim to generate capital, entrepreneurship, and economic activity in the real sector (Chapra, 2000; Iqbal & Mirakhor, 2011).
Productive Uses of Zakat
Apart from the regular financial compensation payments, zakat is currently being utilized within the Islamic economic systems to finance microfinance programs, small businesses, as well as subsidies covering healthcare and educational services. These specific uses of zakat should clearly reduce dependencies over the long term while increasing the ability of the zakat recipients to become productive. According to Al-Suwailem (2014), the application of zakat resources to fund healthcare, educational, and skill-building activities is direct.

Zakat as a Welfare System

Comprehensive Social Safety Net
Zakat serves as a comprehensive social safety net inside the Islamic economic system by giving organized and ongoing assistance to weak members of society, including the poor, the indebted, and those going through temporary financial shocks. Unlike ad hoc welfare systems, zakat functions as an institutionalized and rights-based transfer mechanism guaranteeing basic living levels and social protection (Chapra, 2008; Kahf, 2015). By meeting basic needs, including healthcare, education, and food security, zakat lowers income instability and social exclusion and therefore strengthens social structure and helps to long-run economic stability (Siddiqi, 2004; Al-Suwailem, 2014).
Addressing Unemployment

The category of fi sabilillah (in the path of God) has been understood in the literature to include a wide variety of skill development and employment generation programs. According to Mannan (1986), spending zakat resources on such productive uses empowers the payee to acquire permanent sources of income and productive skills rather than expect liquid cash support continuously. Further studies have regarded such a practice as turning zakat from a simple relief instrument to a development tool with a self-sustaining capacity, participatory at the labour market, and a poverty-reduction tool in the long run.
Social Cohesion and Stability
The Prophetic tradition emphasizes strongly that zakat is "taken from their rich and given to their poor" (Bukhari, 1981), suggesting its releasing function. It appears from the literature that such a concept inserts social responsibility and sets about achieving "redistribution through the economic system itself." As a perspective, Chapra (2000) argues that zakat helps reduce class competition and perceptions of elimination based upon a concentration of economic difference and an absence of meeting minimum necessities. In this manner, zakat supports social cohesion and harmony, which are pivotal in such a manner as to instruct a stable political setting and supporting proper development (Siddiqi, 2004; Kahf, 2015).
Institutionalizing Zakat in Modern Economies
State Management Models
Several Muslim-majority states, such as Malaysia, Sudan, and Pakistan, have formally established zakat organizations. It can be supported from the literature that the performance of zakat in combating poverty depends greatly upon the nature of zakat administration. It was observed from various studies that the areas that have properly administered centralized zakat perform better in terms of both the effectiveness of the targeting of the benefited individuals as well as the outcome of poverty mitigation (Ab Rahman, 2012; Kahf, 2015). It can therefore be said that these findings support the view that the proper design of the institution plays an extremely important role in making zakat a development tool rather than a charity activity (Chapra, 2008).
Need for Transparency
Transparency and accountability at a high level are the only way that Zakat governance will be a complete success. These require the use of technology in the collection and delivery of zakat. This will go a long way in enhancing the processes of delivering zakat. Moreover, there is transparency in the delivery of zakat whereby the right procedures are implemented so that all activities are recorded. This involves the implementation of the relevant procedures so that every zakat delivery procedure is under high practices of transparency (Kahf, 2004). Decrease in transparency in zakat delivery institutions will also have an impact on the voluntary compliance rates in zakat delivery processes (Kahf, 2004). In other research studies, they agree that transparency will greatly increase the level of compliance (Chapra, 2008; Ab Rahman, 2012).
Integration with Modern Public Finance
From the literature, it is clear that zakat is not meant to substitute the current taxation system but to complement it instead as part of an adaptive fiscal structure. According to Chapra (2008), zakat should mainly target social welfare, poverty alleviation, and the advancement of the human element, and conventional taxation should continue to finance public goods and mega infrastructures instead. Researches that support the complementary fiscal structure states that such segregation of roles would improve efficiency, eliminate redundancy in fiscal spending, and allow both redistributive justice and economic development goals to be met at the same time instead (Siddiqi, 2004; Iqbal & Mirakhor, 2011).
Role of Islamic Finance
The literature highlights the growing role of Islamic banks in enhancing the collection and giving out of zakat funds. Dusuki (2010) affirms the potential participation of the Islamic banking institutions as effective brokers in order to bridge the management of zakat with online payments, automatic deductions, and zakat-linked financing instruments. Such linkages have helped in ensuring that the process of collection has been smoother and the costs of transactions are minimized, besides spreading the zakat to the planned beneficiaries. Other publications suggest the potential synergy between Islamic banks and zakat authorities to improve compliance and transparency and the developmental aspect, which would result in a potential synergy between the operating objectives of Islamic finance and the socio-economic objectives (Chapra, 2008; Kahf, 2015).
Conclusion

The zakat system is gradually recognized in the literature as a large-scale approach, incorporating social welfare, economic justice, and economic growth in one architectural setting. Based on divine guidance and practical experience, zakat can easily be identified as an obligatory economic institution and, on the other hand, is no longer a voluntary social act (Chapra, 2000; Siddiqi, 2004). Income inequality, effects of abject poverty, the real economic activities of the country, and social resilience and cohesion in the country can easily and measurably decrease and increase in countries where the zakat system is executed in a transparent, accountable, and properly managed setting (Kahf, 2015; Al-Suwailem, 2014). In light of the above-mentioned explanation, the study concludes that the zakat system is an appropriate and efficient strategy to address the common well-being of the Muslim community, and implementing it can pave the way to usher in an era of collective happiness in the Muslim world.
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