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This study investigates the potential of zakat as a fiscal policy tool
within the framework of Islamic economics through a systematic
literature analysis of 15 SCOPUS-indexed academic publications. The
analysis reveals that zakat serves as a powerful mechanism for wealth
redistribution, poverty alleviation, and macroeconomic stabilization.
When institutionalized effectively, zakat complements conventional
fiscal tools by funding public welfare programs and supporting
economic equity. The reviewed literature underscores that countries
like Malaysia and Indonesia have begun integrating zakat into national
strategies, demonstrating its fiscal relevance. However, significant
challenges remain, including fragmented governance, limited
transparency, and the absence of integration with formal public finance
systems. The study concludes that mainstreaming zakat into national
fiscal policy frameworks —while respecting its religious character —can
enhance economic justice and promote sustainable development in
Muslim-majority societies.
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1. INTRODUCTION

The intersection of religion and
economics has long attracted scholarly
attention,  particularly = within  Islamic
economic thought, where ethical and moral
considerations are deeply embedded in
financial systems. One of its most distinctive
instruments is zakat, a compulsory form of
almsgiving that serves not only as a religious
obligation but also as a socio-economic
mechanism aimed at promoting justice,
equity, and financial stability. In
contemporary discourse, zakat is increasingly
recognized for its potential as a fiscal policy
tool, especially in Muslim-majority countries

dealing with poverty, wealth inequality, and
underdeveloped welfare systems. Designed
to redistribute wealth from the affluent to the
needy, zakat addresses income inequality and
poverty through its mandated distribution
among eight beneficiary categories, primarily
focusing on poverty alleviation [1]. Its
integration into mainstream economic
frameworks is seen as an effective means to
tackle socio-economic challenges [2]. As a
fiscal policy instrument, zakat aligns with
Islamic economic principles by promoting
social justice and equitable resource allocation
[3], while also presenting economic value
beyond its religious significance, potentially
supporting community welfare and even

Journal homepage: https://wsj.westscience-press.com/index.php/wsiss


https://creativecommons.org/licenses/by-sa/4.0/
mailto:losojudijantobumn@gmail.com

West Science Islamic Studies

a 220

acting as a source of foreign exchange [4].
Contemporary developments show a revival
of zakat institutions and efforts to expand
their impact; however, implementation often
remains limited to individual Ilevels,
curtailing its broader socio-economic
potential [2]. Moreover, variations in
interpretation and application across Islamic
countries influence the effectiveness of zakat
as a socio-economic tool [5].

Fiscal policy generally refers to
government strategies involving taxation and
public spending to influence a nation's
economic performance. In conventional
systems, taxation plays a central role in
revenue generation and redistribution.
However, Islamic economics introduces a
distinctive dimension by embedding fiscal
responsibilities within religious frameworks.
Zakat exemplifies this integration—it is not
merely an act of charity but a structured
economic instrument mandated by Sharia
(Islamic law), with defined rates, eligible
recipients  (mustahiq), and collection
mechanisms. When systematically
implemented, zakat can alleviate poverty,
reduce wealth concentration, stimulate
consumption, and support public welfare—
objectives that mirror those of conventional
fiscal policies. As a mandatory form of
almsgiving, zakat plays a key role in Islamic
fiscal policy, designed to promote social
welfare, reduce income inequality, and ensure
equitable wealth distribution. It also functions
as a counter-cyclical tool, complementing
taxation and public expenditure to stabilize
the economy, aligning with Islamic principles
that emphasize justice, equity, and the
prohibition of interest (riba) [6], [7]. In this
context, zakat’s counter-cyclical nature allows
discretionary disbursement adjustments—
reduced during economic expansions to avoid
inflation, and increased during downturns to
stimulate spending and economic activity [7].
It supports public welfare and poverty
reduction by serving as a religiously
mandated mechanism for wealth
redistribution [8]. Moreover, zakat
contributes to social justice and economic
well-being, and functions alongside other

Islamic fiscal tools such as waqf (endowment)
and sadaqah (voluntary charity), which
together aim to reduce income inequality and
enhance social welfare [3], [6]. To maximize its
impact, effective zakat management is
essential, and several governments, including
Indonesia’s, have introduced regulations to
enhance zakat administration and increase its
contributions to community development [8].

In the post-globalization era marked
by growing economic disparity, the
integration of ethical and faith-based
instruments into mainstream economic
frameworks has gained increased relevance
and appeal. Several Muslim-majority
countries, including Malaysia, Indonesia, and
Saudi Arabia, have begun institutionalizing
zakat within their national development
agendas. Despite these efforts, significant
challenges persist in aligning religious
doctrines with modern public finance
systems, ensuring transparency, and
establishing effective governance
mechanisms. This paper seeks to explore
zakat as a fiscal policy tool within the
framework of Islamic economics by
examining how it has been conceptualized,
structured, and analyzed in recent scholarly
discourse. The objective is to assess the
practical relevance and transformative
potential of zakat as a contemporary fiscal
policy instrument. Through a comprehensive
literature review, this study aims to enhance
the understanding of zakat's fiscal role,
provide insights into its integration into
national economic strategies, and identify
areas requiring further research and policy
development.

2. LITERATURE REVIEW

2.1 Zakat as a Mechanism of Wealth
Redistribution

Zakat, a fundamental pillar of Islam,
serves as a crucial instrument for wealth
redistribution aimed at alleviating poverty
and promoting social justice by mandating
financial contributions from Muslims to
circulate wealth from the affluent to the
needy, thus reducing income inequality. The
Qur'an outlines eight categories of eligible
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recipients (asnaf), ensuring that zakat targets
the most vulnerable members of society —a
mechanism that aligns closely with the goals
of modern welfare economics and positions
zakat as a viable tool for supporting
sustainable development in underdeveloped
and developing Muslim-majority countries.
As a transfer payment from the rich to the
poor, zakat is fundamentally designed to
achieve socio-economic justice in Islamic
society [9], with its targeted distribution
ensuring assistance reaches those most in
need [10]. Beyond direct aid, effective zakat
management can foster economic
empowerment by providing business capital
and training, helping recipients achieve self-
sufficiency and reducing social inequality
[10], although its full impact is often hindered
by suboptimal management [11]. Moreover,
zakat plays a vital role in advancing
sustainable development goals, particularly
those related to poverty, hunger, and income
inequality in the Muslim world [12] while
simultaneously reinforcing social solidarity
and communal unity [13].
2.2 Zakat as a Fiscal and Macroeconomic
Stabilizer

Zakat, as a fiscal instrument, plays a
significant role in promoting macroeconomic
stability by functioning as an automatic
stabilizer that provides financial support
during periods of economic hardship, such as
recessions or pandemics, thereby stimulating
aggregate demand and fostering economic
activity. This  stabilizing function is
comparable to conventional fiscal tools like
income tax and public subsidies, but with the
added advantages of religious motivation and
communal trust. Zakat operates as a counter-
cyclical policy tool—its disbursement
increases during downturns to boost
spending and decreases during booms to
mitigate inflationary pressures [7], and
empirical evidence from Malaysia confirms
that zakat spending significantly influences
real output, underscoring its effectiveness in
economic stabilization [7]. When integrated
into public budgets, zakat collections can
enhance government spending in essential
sectors such as education, healthcare, and

social housing, thus advancing economic
growth and improving social welfare [12], [14]
Furthermore, by redistributing wealth from
individuals with lower marginal propensity
to consume (MPC) to those with higher MPC,
zakat stimulates aggregate spending even at
constant income levels [12]. This integration
aligns with the Islamic objective of achieving
maqasid al-shariah, which includes the
protection of wealth, life, and dignity,
ensuring that zakat serves not only fiscal and
economic functions but also fulfills religious
and ethical mandates [12], [14].
2.3 Institutional Challenges and Integration
into Public Finance Systems

Integrating zakat as a fiscal policy
instrument faces major challenges, including
fragmented collection and distribution, weak
regulatory oversight, and underdeveloped
institutional frameworks. The dominance of
private or semi-formal organizations often
leads to inefficiencies and transparency issues
[15], [16]. In Malaysia, state-level zakat
management lacks national coordination,
while Indonesia’s centralized BAZNAS
system struggles with limited integration due
to voluntary compliance and dual governance
structures [17], [18]. Despite these challenges,
both countries have made progress in
formalizing zakat. Singapore stands out with
its centralized, tech-driven zakat system,
demonstrating the efficiency benefits of
technological  integration and  unified
governance [16].
2.4 Research Gaps

Although the literature offers rich
insights, several gaps remain. First, there is a
need for empirical studies that quantitatively
assess the macroeconomic impact of zakat on
national budgets, poverty indices, and
economic growth. Second, comparative
analyses between zakat-based and tax-based
fiscal systems are limited. Third, policy-
oriented studies that propose scalable models
for integrating zakat into fiscal frameworks
while preserving its religious identity are
relatively scarce.

3. METHODS
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This research adopts a descriptive
and interpretive methodology with a focus on
qualitative content analysis, enabling an in-
depth examination of how zakat is
conceptualized, institutionalized, and applied
within the framework of fiscal policy in
Islamic economics. Rather than testing
specific hypotheses, the study aims to extract,
categorize, and synthesize existing scholarly
knowledge to develop a comprehensive
understanding of zakat's fiscal role.

The data consists of 15 academic
articles published in SCOPUS-indexed
journals between 2000 and 2024. These articles
were retrieved using keywords such as
“Zakat and fiscal policy,” “Zakat in Islamic
economics,” “Zakat institutions,” “Islamic
public finance,” and “Zakat and poverty
alleviation.” Inclusion criteria required that
the articles be peer-reviewed, written in
English, and focus specifically on the
economic or fiscal dimensions of zakat,
including  theoretical discussions, case
studies, or empirical findings. Exclusion
criteria filtered out non-scholarly sources,
articles with purely theological or historical
focus, and duplicate studies.

The selected articles were analyzed
through thematic content analysis. Each
article was read closely to identify recurring
themes, frameworks, and key insights.
Manual coding yielded three major thematic
categories: (1) zakat as a tool for wealth
redistribution, (2) zakat as a stabilizing fiscal
mechanism, and (3) institutional and policy
challenges in integrating zakat into national
public finance systems. Each theme was
substantiated with references from the
literature, and comparative analysis was
conducted to highlight differences and
similarities across studies, with particular
attention to geographic contexts such as
Malaysia, Indonesia, and Saudi Arabia.

4. RESULTS AND DISCUSSION

4.1 Zakat as a Redistributive Economic
Instrument

The literature consistently highlights
that zakat is fundamentally a redistributive
mechanism rooted in Islamic moral and

spiritual principles. Unlike conventional
taxes, zakat is mandated for Muslims whose
wealth exceeds the nisab threshold, with the
goal of purifying wealth and ensuring social
justice. It is distributed among eight
categories of recipients (asnaf), primarily
targeting poverty alleviation [1], [10]. By
transferring wealth from the affluent to the
needy, zakat enhances the purchasing power
of the poor, thereby stimulating economic
activity and reducing inequality [1]. Studies in
Malaysia and Indonesia show that
institutionalized zakat programs—especially
those aligned with local development goals—
have contributed to measurable poverty
reduction. For instance, Indonesia’s BAZNAS
has implemented targeted microfinance and
entrepreneurship programs that provide
business capital and training to mustahiq,
promoting  financial independence and
reducing long-term dependency [13], [19].

Zakat's  redistributive  function
mirrors modern fiscal policies designed to
reduce income inequality, but it is uniquely
positioned in Islamic societies due to its
religious  legitimacy  and
obligation. This makes zakat more trusted and
culturally resonant than state-run
redistribution programs, particularly in
contexts where public institutions may lack
credibility [20]. The potential impact is
significant—Indonesia, for example, collected
Rp. 8,100 billion in zakat in 2018, though
estimates suggest the potential could reach
Rp. 217 trillion [19]. When managed
effectively, particularly through productive
zakat, these funds can foster long-term
economic self-sufficiency and enhance social
solidarity by encouraging the wealthy to
fulfill their responsibilities toward the less
fortunate [10].
4.2 Zakat as a Fiscal Stabilizer and Public
Welfare Support

Another key theme emerging from
the literature is the recognition of zakat as a
fiscal tool  capable of supporting
macroeconomic stability. Zakat functions
similarly to automatic stabilizers by
providing immediate financial assistance to
vulnerable  groups during economic

communal
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downturns, such as pandemics or inflationary
shocks, thereby boosting consumption and
helping to prevent social unrest [7]. Empirical
studies, particularly in Malaysia, confirm
zakat's significant impact on real output and
economic performance, reinforcing its role as
a viable fiscal instrument. During recessions,
decreased zakat collections leave more money
in the hands of the public, stimulating
economic activity, while increased collections
during economic booms help curb excessive
consumption [7]. This counter-cyclical
behavior highlights zakat's potential in
stabilizing the economy, especially when
integrated
frameworks.
Integration of zakat into national
budgeting systems can further enhance its
role in public finance. In Malaysia, for
example, zakat institutions have been
incorporated into the mainstream economy,
with state religious councils allocating zakat
revenues to subsidize government welfare

systematically  into  fiscal

programs, including those related to health,
education, and housing [21]. This integration
exemplifies the strategic synergy between
spiritual obligations and national economic
objectives. Theoretical models reviewed in the
literature suggest that with improved
compliance rates, zakat collections could
reach 1-2% of GDP in several Muslim-
majority countries, potentially covering a
significant portion of national welfare
expenditures [7], [14]. However, realizing this
potential is highly dependent on effective
transparent institutional
frameworks, and robust compliance
mechanisms [22].
4.3 Institutional Constraints and Policy
Integration Challenges

Despite its strong theoretical

governance,

foundation and policy relevance, the
implementation of zakat as a formal fiscal
instrument faces significant  practical
challenge. Studies highlight issues such as
fragmented zakat authorities, inconsistent
legal frameworks, lack of integration with
central fiscal policies, and inadequate data
management systems. In many Muslim-
majority countries, zakat is still administered

as a semi-formal or voluntary mechanism by
religious institutions, often without
coordination with state financial authorities.
This dualistic system reduces operational
efficiency and transparency, undermines
public trust, and weakens the overall impact
of zakat. Where zakat is not legally mandated,
compliance depends on individual religiosity,
making revenue flows unpredictable and
difficult to manage systematically. Moreover,
the absence of standardized accounting and
reporting systems across regions further
limits the ability to evaluate performance and
conduct comparative analyses.

Fragmentation and decentralization
are particularly evident in countries like
Malaysia, where each state holds full
authority over zakat management, leading to
disparities in efficiency and transparency [23].
Similarly, Turkey's reliance on non-
governmental organizations for zakat
distribution complicates standardization and
oversight [24]. While Indonesia benefits from
a formal legal framework under Law No. 23
of 2011, it still struggles with coordination and
public trust [23], [24]. In contrast, Singapore's
centralized model under the Islamic Religious
Council (MUIS) demonstrates a more efficient
and integrated system, though such
centralization remains rare. The lack of
integration between zakat management and
national  fiscal = policies—especially in
decentralized systems like Malaysia and
Turkey—hinders strategic alignment with
broader economic goals. Furthermore, calls
for digitalizing zakat management to enhance
efficiency face challenges such as data
security, technological readiness, and
institutional capacity [25], [26].

5. CONCLUSION

This study has examined both the
conceptual and practical dimensions of zakat
as a fiscal policy tool through a qualitative
analysis of SCOPUS-indexed literature. The
findings affirm that zakat holds significant
potential as an instrument for economic
redistribution, macroeconomic stabilization,
and public welfare financing within Islamic
economic systems. As a religiously mandated
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obligation, zakat is uniquely equipped to
ethically and communally mobilize resources,
particularly in contexts where conventional
tax systems face challenges such as
inefficiency or lack of public trust. Its moral
foundation and social legitimacy offer a
complementary mechanism to conventional
fiscal instruments.

However, unlocking the full fiscal
potential of zakat requires addressing several
and policy barriers. These
strengthening regulatory
frameworks, fostering coordination between
religious institutions and state authorities,
adopting digital technologies for enhanced
accountability, and
promoting public awareness and compliance.

institutional
include

transparency  and

While countries like Malaysia and Indonesia
present encouraging models of zakat
integration, successful replication in other
contexts must consider local legal, religious,
and political factors. In conclusion, zakat is
not merely a spiritual duty—it is a viable
socio-economic policy tool grounded in
justice and collective responsibility. With
thoughtful integration into modern fiscal
systems, zakat can play a transformative role
in promoting inclusive and sustainable
development across the Islamic world. Future
research  should  prioritize = empirical
evaluations, policy simulations, and cross-
advance the
operationalization of zakat within public
finance frameworks.

country comparisons to

REFERENCES

(1
(2]
(3]
(4]
(5]
(6]
(7]
(8]
(%1
[10]
(11]

(12]
[13]

[14]
[15]

[16]

[17]

(18]

[19]

[20]

F. Johari, M. R. Ab Aziz, and A. F. M. Ali, “A review on literatures of zakat between 2003-2013,” Libr. Philos. Pract., p.
0_1,2014.

A. D. Muhammad, “Trends and Developments in Contemporary Zakat Administration,” |. Islam. Econ. Financ. Stud.,
vol. 5, no. 1, pp. 67-81, 2024.

N. Susanti, “Zakat dan Kebijakan Fisikal Perspektif Ekonomi Islam: Tinjauan Kepustakaan,” Soc. Sci. Acad., vol. 2, no.
1, pp. 209-212, 2024.

U. Z. Urif, M. I. N. Fajria, and U. Rahmi, “Zakat and wakaf (endowments) role in Muslims economic development of
Islamic economic perspective,” Islamika, vol. 1, no. 2, pp. 133-153, 2019.

A. Bukowski, “Social role of alms (zakat) in Islamic economies,” Ann. Etyka w Zyciu Gospod., vol. 17, no. 4, pp. 123-131,
2014.

R. Oktafia, R. Iriani, and R. A. P. Rochimin, “The Concept of Fiscal Policy: an Islamic Economic Perspective,” J. Sharia
Econ., vol. 5, no. 2, pp. 1-18, 2023.

M. B. Yusoff, “Fiscal Policy in an Islamic economy and the role of zakat,” Int. ]. Econ. Manag. Account., vol. 14, no. 2,
2006.

N. D. Khalida, “Zakat Sebagai Solusi Kesejahteraan Ekonomi Ummat dalam Konsep Kebijakan Fiskal Islami,” ]. Ilm.
Ekon. Islam, vol. 9, no. 2, pp. 2496-2503, 2023.

N. R. Ramadhani, “The thought of Monzer Kahf about the principle of socio-economic justice in zakah,” 2017,
Universitas Islam Negeri Maulana Malik Ibrahim.

K. Karmilah, A. Zakariah, and N. Novita, “Peran Zakat dalam Meningkatkan Kesejahteraan Ekonomi Masyarakat,” J.
Nuansa Publ. llmu Manaj. Dan Ekon. Syariah, vol. 2, no. 3, pp. 359-369, 2024.

S. Berlian, I. Permatasasri, W. Windari, and M. Arif, “The Role Of Zakat In Islamic Economic Development,” J. Sharia
Bank., vol. 3, no. 1, pp. 107-118, 2022.

S. A. Shaikh and A. G. Ismail, “Role of zakat in sustainable development goals,” Int. |. Zakat, vol. 2, no. 2, pp. 1-9, 2017.
Z. Ali, G. M. Anjum, J. Igbal, and I. Ahmad, “The role of Islamic values in promoting social justice and community
welfare,” Int. Res. |. Manag. Soc. Sci., vol. 5, no. 1, pp. 575-585, 2024.

A. Asnaini, “Zakat Menjadi Instrumen dalam Mewujudkan Stabilitas Perekonomian,” |. BAABU AL-ILMI Ekon. dan
Perbank. Syariah, vol. 8, no. 1, pp. 1-8, 2024.

A.R. Anggraini, “Comparison of Zakat Management Paradigms Between Indonesia and Malaysia,” |. Pendidik. IPS, vol.
14, no. 2, pp. 451-456, 2024.

S. Kunhibava, A. Muneeza, M. B. Khalid, Z. Mustapha, and T. M. Sen, “Lessons Learned from the Zakat and Waqaf
Frameworks in Indonesia and Singapore for Application in Malaysia,” in Islamic Social Finance: Law and Practice in
Malaysia, Springer, 2024, pp. 69-87.

A. Hilmi, Y. Janwari, and S. Al-Hakim, “Zakat Infaq and Sadaqah as a Modern Fiscal Instrument in Indonesia,”
Muamalatuna, vol. 15, no. 02, pp. 184-204, 2023.

0. Bayraktar and H. Sencal, “Evaluation of zakat as a public finance instrument,” Int. J. Public Financ., vol. 7, no. 2, pp.
429-446, 2022.

L. W. Marpaung, “Zakat, Islamic Economics And Poverty Alleviation In Indonesia,” in Proceeding International Seminar
of Islamic Studies, 2019, pp. 967-974.

A. Mursyidin, “Zakat Sebagai Penentuan Pengembangan Moral, Ekonomi, dan Sosial Kemasyarakatan,” ]. Ilm. Ekon.

Vol. 3, No. 03, July 2025: pp. 219-225



West Science Islamic Studies a 225

[21]

[22]
[23]
[24]
[25]

[26]

Islam, vol. 8, no. 3, pp. 3466-3475, 2022.

N. Z. Khairi, A. H. M. Noor, and N. A. M. Amin, “Integrating Zakat Institutions into the Mainstream Economy: Evidence
from Malaysia,” in Islamic perspectives relating to business, arts, culture and communication: Proceedings of the 1st ICIBACC
2014, Springer, 2015, pp. 315-323.

A. Migdad, “Managing zakat through institutions: case of Malaysia,” Int. ]. Islam. Econ. Financ. Stud., vol. 5, no. 3, pp.
28-44, 2019.

S. Henny, “Perbandingan Kinerja Perbankan Syariah Ditinjau Dari Indeks Maqashid Syariah (Studi Pada Bank Umum
Syariah Di Indonesia, Malaysia, Dan Brunei Darussalam Tahun 2016- 2021),” 2023, Uin Raden Intan Lampung.

M. Mukhlishin, A. Wahab, B. Setiaji, and M. Tazhdinov, “Zakat Maal Management and Regulation Practices: Evidence
from Malaysia, Turki and Indonesia,” J. Hum. Rights, Cult. Leg. Syst., vol. 4, no. 2, pp. 569-592, 2024.

F. Asni, K. A. Ahmad, M. H. Hasbulah, S. Tambak, H. H. Ahmad, and W. A. Mustafa, “A Recent Systematic Review of
Zakat Digitalization: Efficiency and Challenges,” |. Adv. Res. Appl. Sci. Eng. Technol., vol. 53, no. 2, pp. 130-146, 2025.
A. Rafiki, H. Syahrial, and S. Andika, “A Review on Digital Zakat Management Research,” Inf. Manag. Bus. Rev., vol.
16, no. 3, pp. 167-174, 2024.

Vol. 3, No. 03, July 2025: pp. 219-225



