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The Economic Role of Zakat: A Framework for Sustainable Social Development

Abstract: The economic function of Zakat as a unique financial and social tool inside
the Islamic economy is intended to be thoroughly reviewed in this study. Beyond the typical
understanding of Zakat as simply a religious obligation or philanthropic activity, the study
investigates its great aspects as a practical tool affecting microeconomic and macroeconomic
indicators. Besides an inductive approach in developing an integrated theoretical framework, the
study uses a descriptive-analytical approach by means of examining theoretical and practical
material on the subject. The research investigates how Zakat affects three main axes: its macro-
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economic impact through stimulating consumption, fostering investment by fighting hoarding,
and its function as an automatic economic stabilizer. Moreover, it studies its microeconomic
effects as a potent means of reducing poverty and joblessness not just by means of direct aid but
also by way of economic empowerment and finance for small and medium-sized businesses
(SMEs). Finally, the study offers a modern view for enabling this role via an efficient institutional
structure comprising the governance of Zakat funds and directing their application to
developmental projects. According to the research, when applied inside an efficient institutional
framework, Zakat offers a sustainable development tool able to attain fair income distribution,
encourage inclusive economic growth, and help create a cohesive and stable society. The study
calls for the implementation of supportive policies for the creation and growth of contemporary
Zakat institutions, guiding research projects towards measuring the economic effect of Zakat
using exact quantitative approaches and raising public knowledge of its developmental facets.

Keywords: Zakat, Economic Development, Islamic Economics, Poverty, Investment,
SMEs, Social Solidarity.
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