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Introduction 

The zakat, or involuntary almsgiving, is a means by which Islam attempt to 

address poverty. The concept of zakat may be strange to anyone who is not familiar with 

the Islamic religion. However, it is an important concept to study when attempting to 

address global poverty issues. The Islamic world, especially countries with majority 

Muslim populations, has attempted to use zakat to address many of their poverty related 

issues. The Islamic Relief USA is a private organization with a “fund dedicated to zakat 

contributions” and the fund has been used to support projects all over the world from 

water and sanitation in Africa, sustaining orphans in Afghanistan, and renewing 

community livelihoods in Pakistan.1 The zakat is not unique in its capacity as a religious 

institution. After all many communities all over the world rely on religious institutions 

for services. What makes the zakat interesting is its jurisdiction goes beyond the mosques 

or imams, religious leaders. Instead religious organizations and even governments have 

made themselves in charge of the collecting and distributing of zakat. In contemporary 

Muslim societies the zakat has been relegated to two separate spheres. These spheres 

include the private, who includes grassroots movements, and the public, such as the state 

program established in Pakistan. It is also possible that a modern Islamic state could 

apply some combination of the two in order to address more than one aspect of poverty.2 

Those that argue for a more grassroots approach to zakat argue that Islamic NGOs can 

provide basic goods and services to communities in a manner Islamists deem consistent 

with Islamic values and practices.3 On the other hand, zakat as a tool for the state can be 
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extremely effective in alleviating poverty as will legitimize institutions that in the private 

sphere are not “passing through proper channels, are unrecorded, without any planning 

and not a part of any strategy” and so it would be difficult to assess the effectiveness of 

zakat.4 It can be argued that zakat, when implemented correctly as is the case for any 

poverty related institution, can be an effective way to alleviate poverty related problems. 

Zakat is not new. Its history can be traced back to when Muhammad was first receiving 

his revelations. 

 

History of zakat 

In order to understand what the zakat means today it is necessary to look back at 

the way it was shaped by the events and circumstances that shaped Muhammad’s time 

period. When Islamic scholars are attempting approach contemporary issues they often 

return to the Qur’an and the hadiths5 in order to better understand how to approach these 

issues. It is therefore necessary to delve in to the past so that contemporary issues can be 

understood as well. In Islam there are two basic approaches to the alleviation of poverty. 

These approaches are sadaqa, which is voluntary, and zakat, which is obligatory. These 

two concepts, which have often been intertwined throughout history, are the main 

concern when approaching the study of poverty and the poor in the Qur’an.6 While an 

emphasis on the zakat will be found in this paper, it is important to remember that the two 

terms were often confused, especially in the early foundations of Islam. It is also 
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important to remember that there is a clear distinction between the two concepts, which 

becomes clearer in later Islamic law and practice. In order to understand where the 

similarities and differences lay it is important to return to the foundation of Islam with the 

Prophet Muhammed in the seventh century.  

 Although the political, social, and other institutions that existed during the 

development of Islam no longer exist today they continue to have a profound impact on 

the way the religion is interpreted. While the institutions may no longer exist, the 

principles and beliefs that helped to establish the institutions have remained in elements 

of the Qur’an and other aspects of the religion. One of the issues carried over from this 

period is poverty. Poverty was an important issue for early Islam and so it became a big 

part of early discussions related to Islam.7 Part of the reason was the emphasis on 

economic activity, which was one of a very important part of Muhammad’s world.8 The 

discussions on poverty reflect a kind of “economy of poverty” which prevailed in Islamic 

theory and practice.9 It is clear that there exists continuity between the pre-Islamic world 

and the early Islamic world.10 Many of the ways in which wealth was distributed in the 

pre-Islamic world and the treatment of poor would then be adopted by Islam. One of the 

ways early Islam adopted pre-Islamic notions is the way in which they saw the need for 

the redistribution of wealth. The Arabs believed that property included a surplus that 

must be given away, establishing a relationship between the giver and the receiver.11 This 

established an unequal relationship between those with wealth and those without wealth. 
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Islam attempted to remedy this situation by establishing an idea of return in the Qur’an in 

as a way to make the relationship more equal.12 The Qur’an provided a blueprint for a 

new order in society, in which the poor will be treated more fairly than before.13 In order 

for the fair to be treated more fairly there had to be structures in place in order to help the 

poor establish this circular relationship. It is for this reason almsgiving and the returning 

of wealth both took on important roles Islam. However, it was a believer’s relationship to 

Allah that became the most important in relation to poverty and how the roles were 

defined in Islam. The Qur’anic notions of the “purification” and “circulation” of property 

illustrate a distinctively Islamic way of conceptualizing charity, generosity, and 

poverty.14 

 Muhammad, the key player in early Islam as he was the prophet, played a major 

role in the way Islam approached poverty. Muhammad also happened to be an orphan 

and so it may be because of this that his earliest revelations, known as the early Meccan 

suras emphasize generosity and almsgiving.15 These revelations emphasized almsgiving 

and generosity possibly more than any other type of activity, a theme that was repeated in 

later revelations as well. At the time of Muhammad’s death the issues of poverty within 

the Qur’an had been divided in to two distinct parts, voluntary almsgiving, or sadaqa, and 

involuntary almsgiving, called zakat.16 Both the sadaqa and the zakat drew on pre-Islamic 

notions of charity; however, they were revolutionary at the time and would have caused 

quite an upheaval in the societies of the pre-Islamic era. The issue of charitable practices 
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was so important and controversial that it even caused a revolt just after the death of 

Mohammad. This war, known as the war of the ridda or “apostasy,” was a revolt 

throughout the Arabian peninsula of those who had recently entered into Islam.17 The 

revolt was put done and the zakat, which is what they were protesting, became the basic 

religious duty for every Muslim.18  

 It cannot be stressed how important the circumstances and pre-existing notions 

towards poverty were in the development of zakat and other methods of poverty 

alleviation within Islam. They all helped to create what is now probably the most 

widespread tool for poverty alleviation within the Islamic world. The organizations using 

zakat are based all over the world and they all use certain basic notions when addressing 

zakat. Zakat is the third of the five “Pillars of Islam,” which are recognized by all 

branches of Sunni Islam.19 The word zakat is derived from the root zky, which has to do 

with purifying and so in the context of the Qur’an “zakat is that which purifies wealth.”20 

The zakat was not so much charity in the sense that the people were giving to the poor, 

instead it is the idea that they are returning what they owe to God in exchange for their 

wealth. The website for Islamic Relief USA says that paying zakat “is meant to remind 

Muslims to be appreciative of the blessings that Allah has bestowed upon them, and to 

help empower those who have less.”21 Therefore, the role of the zakat is twofold for it 

helps both the giver and the receiver. The giver is purifying the “portion which remains, 

also oneself, through a restraint on one’s greed and imperviousness to others’ 
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sufferings.”22 The receiver is also being purified “from jealousy and hatred of the well-

off.”23 This concept of purifying adds a moral function to the zakat in addition to the 

welfare function of the zakat. This idea of a moral function helps to add importance to the 

zakat and many believe that without the observance of the zakat the “efficacy of prayer is 

negated.”24 It is for this reason that zakat is often collected by the Ministry of Religious 

Affairs, as is the case in Pakistan.25 

  

The modern contextualizing of zakat 

The way in which zakat was defined in early Islam helped to lay out how zakat 

would be perceived in modern society. Zakat is still seen as an obligatory aspect of the 

religion and so there are many institutions whose sole role is determining how to collect 

zakat and from whom zakat should be collected. Also, because the Qur’an was shaped in 

such a way that many things could be interpreted and should be interpreted by scholars 

the zakat is still an issue that is debated today. Much like the revolt that occurred in the 

7th century over the states power to collect the zakat the Sh’ia living in Pakistan have 

demanded the right to be exempt from the compulsory tax as it does not conform to the 

rules of their own Sh’ia legal school.26 Although the Shi’a in Pakistan have not gone so 

far as to revolt, it shows the importance of interpretation in the religion, even in 

something like almsgiving, which may not seem as controversial.  
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One of the aspects of zakat that is often contended is who should be a recipient. 

What may be most important when considering zakat is who is considered to be a 

recipient of zakat. The list remains unchanged since it was first written in the Qur’an, 

however, defining who is exactly on the list is one of the challenges of contemporary 

scholars. There are eight permitted classes of beneficiaries of alms: the poor, the very 

poor,27 the officials appointed over them, people who are recently converted or about to 

be converted, those who have been captured by enemies, debtors, ‘those in the way of 

God,’ and travellers.28 Many scholars agree that the poor and the very poor, or the needy, 

are the two most important categories on this list.29 Because of the importance that is 

given to these categories of people systems of zakat implemented by organizations often 

focus on the poor and the extremely poor. Pakistan, which has one of the most well 

known systems of zakat integrated in to the state states the needy and the poor, especially 

widows and orphans, as well as people with disabilities as the recipients of zakat.30 

Pakistan appoints a committee known as the Local Zakat and Ushr Committee, LZC, and 

they are responsible for identifying who qualifies as the mustahiqeen, the poor.31 The 

poor, like in other systems of poverty alleviation, are determined by a certain fixed 

threshold, nisab, and are exempt from paying zakat.32 However, there are examples of 

those who do meet the fixed threshold and are still able to receive zakat. Many 

organizations today use the “officials appointed over them” class as a way to receive 

                                                
27 There is a differentiation between the words poor and very poor in Arabic. The poor 
are known as al-fuqara while the very poor are referred to as al-masakin. 
28 Benthall, 30-31 
29 Islamic Relief Fund 
30 Toor and Nasar, 88 
31 Toor and Nasar, 91 
32 Benthall, 29 



zakat so they may better function as an organization.33 People may give their zakat to 

these organizations who will then distribute the money as needed. The same concept 

exists for governments who collect zakat. Since a government may fall under this class of 

“officials appointed over them” they are allowed to collect zakat. This is how Pakistan 

has absorbed zakat into the state taxation system.34 However, zakat can only be used for 

those who are considered to be recipients according to the list laid out in the Qur’an. 

While the Pakistani government may use the class of “officials appointed over them” in 

order to obtain zakat from its citizens it does not consider the money collected as part of 

the federal budget. Instead the amount of zakat is deposited in the Central Zakat Fund and 

is maintained by the State Bank of Pakistan.35 

Another important question when considering zakat is on what must a zakat be 

paid. Those who pay zakat are those who have met nisab. Nisab is the minimum amount 

of wealth a Muslim must have—after calculating necessary expenses—to be eligible to 

contribute zakat.36 Although it can be determined if a person has reached nisab at any 

point throughout the year it is generally done during Ramadan. The Pakistani system 

establishes who has reached nisab on the first day of Ramadan, which they have 

determined to be their evaluation date.37 In the Qur’an there is a list of the property on 

which zakat is due: herd animals, grains and fruit, gold and silver, commerce, and 
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precious metals.38 However, because the Qur’an was written in the seventh century 

scholars have had to alter and interpret what exactly is owed to zakat.  

Muslim scholars have disagreed on what is the correct definition on which zakat 

can and should be collected. It is partly for this reason that zakat has not been collected 

effectively in the past. The organization Islam Relief USA provides a list of some of the 

things on which zakat must be paid including jewelry and stocks so that a Muslim can be 

sure to pay all that he is owes and fulfill his duties as a Muslim.39 Those who distribute 

zakat often try to focus on local communities before they attempt to look to other areas of 

the global arena. Much like South American Christian communities come together to deal 

with local issues the Islamic community in many countries attempts to address problems 

within its own community first.40 However, there do seem to be three main views on 

what are the correct items on which may be taken as zakat. These definitions were 

determined by Islamist jurists and can be defined as Z1, Z2, and Z3. Z1 is considered the 

traditional approach and is also seen as the majority view on what zakat is levied. Zakat 

according to this traditional view is levied on agriculture, livestock, stock in trade, gold, 

silver, and money. Z2 is based in accordance with contemporary Muslims scholars and 

includes all of the items in Z1 and can be deducted from net returns of manufacturing 

concerns and building rents and from net savings out of salaries. Z3, the third and final 

approach, includes buildings and other fixed assets except those assigned for personal 

and family use.41 These three approaches each increase the amount on which zakat is due 

and so which method a country, organization, or person uses will change depending on 
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the type of economic structure they use or their preference of zakat collection. On 

recommendation many have in making zakat useful in a modern Islamic society is 

globalizing and defining the items on which zakat can be collected so that there are no 

discrepancies in the collection.  

This is one of the questions raised in using zakat in a modern society, however, it 

is mainly a question for larger collectors of zakat. Most grassroots organizations rely on 

the donations of individuals and so it is these individuals who self-determine on what it is 

that they owe zakat.42 States, on the other hand, would be charged with determining 

exactly what it is they would collect zakat as they would have to create a system in order 

to remain consistent. 

 

State approach to zakat 

 Several attempts have been made to prove the effectiveness of state collection of 

zakat. The collection of zakat by the state is an appealing one because rather than limiting 

the collection to certain communities or certain people, entire countries of people can 

have access to programs that could significantly reduce poverty. Those arguing for state 

collection of zakat claim that it has “never been practiced in its true spirit.”43 Zakat is 

already an established institution that people trust and rely on as a form of poverty 

alleviation. As it is one of the “Pillars of Islam” it provides legitimacy to the institution 

that a simple tax for the poor would not be able to do. Because of this, however, it would 

only be effective in countries with majority Muslim populations. It is only with a large 
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population from which to collect zakat will any state program of zakat collection function 

as in an ideal way.  

It is for this reason that a study proposing a state mandated program for collecting 

zakat focuses on thirty-eight OIC member countries and analyzes resource shortfalls and 

potential zakat collection for poverty elimination.44 The study concludes that Zakat can 

make an impact on poverty only if it is complemented by robust macroeconomic policies 

that increase growth and redistribute income and the zakat collected is used for 

productive purposes.45 The poverty threshold is actually quite low, it is based on the 

poverty gap index of US $1.25 and US $2.00 as reported in World Bank Indicators for 

measuring resource shortfall.46 However, using this poverty threshold it found that 

nineteen OIC member countries could easily eliminate poverty from generating their own 

zakat resources.47  

One of the countries that could potentially eliminate poverty is Pakistan a state 

that, as has already been mentioned, already has a state program for the collection and 

distribution of zakat. Another state that has adopted a program for collecting zakat is 

Libya. These two countries laid out specific instructions for both the collection and the 

distribution of zakat. While there are similarities between the two national programs, for 

instance, each set up a separate government office for the collection and distribution of 

zakat, the programs differ quite a bit more than the align. In Libya it was known as the 

National Administration of Zakat Affairs and was established underneath the Ministry of 
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Finance.48 In Pakistan, however, it was known as the Central Zakat Fund and was 

maintained by the State Bank of Pakistan and fell underneath the jurisdiction of the 

Ministry of Religious Affairs.49 Each country provides a different model on which zakat 

is to be collected to whom zakat will be distributed. In Pakistan it is the Central Zakat 

Council that supervises and maintains control over matters relating to the collection and 

distribution of zakat. The members of this council are chosen from a broad range of 

backgrounds including, but not limited to, ministries of religious affairs, zakat and ushr 

minorities, finance, health, and education.50 In Libya the employees of the National 

Administration of Zakat affairs are appointed by the Minister of Finance and can only be 

men of judicial acumen “in order to be able to prove the breaches of the provisions.”51 

The stark differences between these two countries shows how difficult it is to incorporate 

zakat in to a modern system. 

While programs such as these have been praised, especially that of Pakistan, they 

have not seen the results that were expected. The program in Pakistan suffers because the 

government has done a poor job in maintaining the collection and distribution of zakat. 

Proper records are not maintained and there is no follow up and consequently citizens of 

Pakistan do not view the Pakistani government as a credible collector and distributor of 

zakat.52 It is for these reasons that it is necessary to not only have proper planning and 

management of these institutions but also to globalize the institution of zakat. This 

globalization would provide a base level understanding of zakat and how it should be 
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collected and distributed in modern Islamic societies. With this base level of 

understanding these countries would then be able to individualize the institution to meet 

specific needs within the country. The benefits of a globalized understanding of even one 

aspect of zakat, such as what items are taxed, can be very useful in alleviating poverty of 

Muslim majority countries. For instance, Table 1 and Table 2 both show just how much 

zakat can cover the resource shortfall in OIC member countries and IDB Muslim 

countries. These tables demonstrate some of the advantages that the state collection of 

zakat can do for the GDP of an entire country. However, the data collected from both of 

these tables demonstrate an ideal and more often than not the actual numbers would be 

not quite as high. For instance, Pakistan is one of the countries that can alleviate much of 

its resource shortfall. However, Pakistan already has an institution to collect zakat and it 

has not proven to be quite as useful as the data in the tables predict. 

Although the institutionalizing of zakat by the state is not the solution to all 

poverty related problems found in these countries, it would provide much needed relief 

for significant numbers of those living in poverty in these countries. Zakat at its root is a 

means to help the community and as the state is responsible for its community of citizens 

it is very surprising that no more than a few Muslim countries have made zakat an 

obligatory state program. 

 

Grassroots approach to zakat 

 The reason that zakat may not be more widespread at the state level is because 

there is already another type of institution that is reaping the benefits of zakat. These 

institutions are the non-profit, private, and non-governmental institutions that are 



attempting to reduce poverty in the Muslim world. The grassroots approach to zakat, 

meaning that smaller more community based organizations are in control of collecting 

and distributing zakat, is the more popular form of zakat distribution. These organizations 

have proliferated because they provide Muslims with the ability to try and solve basic 

socio-economic problems within an Islamic framework.53 Zakat provides the perfect 

source of funding for these types of organizations. As an obligatory tax people must 

continually pay the zakat they owe which means theoretically organizations with the 

ability to collect zakat will not suffer from the lack of funding that plagues so many other 

non-profits. There is an immense amount of sustainable charitable funds that are derived 

from zakat resources and can be directly implemented in to the communities from which 

the zakat came.54 The idea of zakat as a more community based method of alleviating 

poverty works so well because it more closely resembles the way in which zakat was 

collected and distributed in the Qur’an.55 Not only do institutions exist in the United 

States where there isn’t a Muslim majority but they are actually very widespread in 

Muslim majority countries such as Jordan and Bangladesh.  Because of the widespread 

use of a more grassroots approach to zakat there it is much more varied both in the types 

of organizations that collect zakat and in how zakat is collected. The variety of 

organizations and methods speaks to the versatility of zakat and the many ways in which 

it can be beneficial. A deeper understanding of some of these grassroots organizations 

can help to better explain how zakat can be used in a modern Islamic society. 
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 In Jordan a non-profit must be given permission to collect zakat. It is for this 

reason that al-Afaf received a fatwa, Islamic legal ruling, in order to fund the services it 

provides as a non-profit.56 The mission of al-Afaf is to make marriage more affordable 

for young couples by sponsoring collective weddings and absorbing the entire cost of the 

wedding.57 At first the issue of wedding costs may not seem like an issue related to 

poverty and so it is difficult to understand why they allowed a fatwa for the use of zakat 

for this non-profit. However, al-Afaf hopes to provide an example of the Islamic spirit of 

cooperation through its aiding of young couples get married. “By working together [to] 

demonstrate that the Islamic model of charity and brotherly cooperation can alleviate a 

widespread socioeconomic problem” al-Afaf is actually returning to the main purpose of 

zakat in creating a strong community based in Islam.58 

 One of the ways that Bangladesh, which is a country with a very high resource 

shortfall and with many people living in poverty, is attempting to alleviate poverty is 

through the funding of microenterprises. Currently Bangladesh has a very low Human 

Development Index. In 2013 it ranked at 146 out of 187, a rank that, incidentally, it 

shares with Pakistan.59 The principal sustainable financial source for a Women’s Sewing 

Project, a microenterprise in a Bangladesh interior village, is zakat. The Women’s 

Sewing Project is an example of “a broader class of small-scale microenterprises funded 

by the mandatory Zakat Fund including auxiliary charity.”60 As these funds are 

guaranteed, since zakat is mandatory, it has been possible for the Women’s Sewing 
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Project to provide training to both Muslim and non-Muslim impoverished village 

women.61 It seems as though it is in small microenterprises such as the Women’s Sewing 

Project that the sense of community that is supposed to be derived from zakat is being 

promoted at its best. Instead of being a regular charity in which people donate as they see 

fit the zakat is “organized as a social security fund for ameliorating needy individuals and 

households according to a social development planning framework.”62 Unfortunately, 

like in Pakistan, the Bangladeshi villages have failed to productively use the mandatory 

and sustainable flow of zakat funds in small-scale development.63 

 These smaller, private institutions also work well in countries that do not have a 

majority Muslim population. It is on this model that the Islamic Relief USA is based and 

it is by no means the only institutions established for the collection of and distribution of 

zakat in a non-Muslim majority society. These grassroots institutions have also had a 

much higher success rate than state programs for collecting zakat. In Malaysia, for 

instance, the estimated macroeconomic models in zakat and socioeconomic variables 

have shown a positive relationship meaning that these institutions have had a positive 

effect on poverty alleviation in Malaysia.64 However, as has already been stated, it is very 

difficult to determine exactly the effect that zakat is having on these institutions as people 

are often funding these institutions on a voluntary basis.65  
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Conclusion 

 The idea of zakat is an interesting one because it is taking an already established 

institution and putting it to use in modern society. Because zakat was created so long ago 

it is necessary to be able to understand what it means for a modern society. There are 

several different ways in which zakat can be integrated in to modern Islamic society. The 

first of these ways is the more appealing option for those who wish to create a more 

globalized system of zakat. This is the integration of zakat in to state programs where 

zakat is collected and distributed by modern majority Muslim states. It helps to create a 

more globalized system of zakat because when zakat is understood in broad 

macroeconomic terms it can be easily translated and applied in to Muslim countries all 

around the world. However, the issue that occurs with a more centralized system of zakat 

is in the countries that are most impoverished the government is most often the weakest 

and the least able to collect and distribute zakat effectively. It is here that the second way 

of approaching the collection and distribution of zakat in a modern Islamic society 

becomes more appealing. In focusing on smaller, more grassroots organizations those 

paying zakat are more likely to see directly where their zakat is going whether it is to 

help pay for the marriage of a young couple in Jordan or for the funding of a 

microenterprise in a Bangladesh village. The appeal of using zakat funds for these 

organizations is that the funds theoretically will never be depleted as people are obligated 

to pay their zakat on a yearly basis. As is the case in Bangladesh with the Women’s 

Sewing Project there is substantial potential for self-reliant development at the grassroots, 

one that is implemented at a relatively minimum cost while at the same time having 



positive social and economic returns.66 However, because there is no system controlling 

how or when zakat is paid it is difficult to make this assumption without some form of a 

structure. 

 Both forms of collecting and distributing zakat provide valuable tools to modern 

Islamic countries to alleviate poverty. As the third “Pillar of Islam” zakat is something 

that will not fade when popularity wanes, as is the case for a lot of charitable donations. 

In its capacity of the rich fulfilling a debt towards God it helps eliminate some of the 

negative connotations that are often found when the rich donate to the poor on a 

charitable basis. However, both state programs and smaller grassroots programs that use 

zakat as funding need to become more popular. Not enough people are aware of the 

positive benefits of using a system like zakat, one that has been around since the seventh 

century, and the way it can be translated in to a positive method of poverty alleviation in 

a modern Islamic society. 
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