
 

AL-AASAR Journal 
Quarterly Research Journal 

www. al-aasar.com 

Vol. 2, No. 2 (2025) 
Online ISSN: 3006-693X 
Print ISSN: 3006-6921 

 

203 
 

ZAKAT IN THE MODERN WORLD. ISLAMIC LAW AND THE 

CHALLENGES OF TODAY'S FINANCIAL SYSTEM 

 
Dr. Mohammad Ashfaq Khan  

Assistant Professor Institute of Islamic Perspective and Guidance University of Management and 

Technology Lahore 

Ashfaq.khan@umt.edu.pk  

 

Abstract 
Zakat, one of the five pillars of Islam, plays a vital role in achieving socio-economic justice and alleviating 

poverty. Traditionally, zakat served as a fundamental mechanism of wealth redistribution within early 

Muslim societies. However, in the context of today’s globalized and complex financial systems, the effective 

implementation of zakat presents significant legal, administrative, and ethical challenges. The 

contemporary financial world is characterized by interest-based banking, digital currencies, cross-border 

trade, and intangible assets—realities that were absent during the early formulation of Islamic 

jurisprudence. These developments demand a renewed interpretation (ijtihad) of zakat-related rulings 

while staying within the framework of Shariah principles. 

This paper explores how modern Islamic scholars and financial institutions are navigating these 

complexities to uphold the zakat obligation. It analyzes the jurisprudential adaptations required to apply 

zakat on modern wealth forms, including stocks, pensions, cryptocurrencies, and business assets. 

Furthermore, it discusses institutional zakat collection and distribution in state and non-state models, the 

role of technology in zakat management, and the ethical implications of transparency and accountability 

in zakat governance. Special attention is given to the issue of zakat avoidance and evasion in modern 

economies, and the role of legal enforcement and public awareness in combating these problems. 

Through a combination of classical fiqh analysis and contemporary financial case studies, this study aims 

to offer a comprehensive understanding of the dynamic interplay between Islamic law and modern 

economic realities. It concludes that although challenges are considerable, with thoughtful jurisprudential 

efforts and institutional reforms, zakat can retain its powerful potential for social justice in the modern 

world. 

Keywords: zakat, Islamic law, Shariah, modern finance, ijtihad, wealth redistribution, crypto 

zakat, Islamic economics, zakat governance, socio-economic justice 

Introduction  

Zakat, as a religious obligation in Islam, is more than just a form of charity; it is a pivotal socio-

economic institution designed to redistribute wealth, purify one’s income, and ensure social 

harmony. As prescribed in the Qur’an (Surah At-Tawbah, 9:103), zakat is not merely an act of 

generosity but a duty upon those who possess wealth above a certain threshold (nisab). In the 

classical Islamic legal tradition, jurists outlined detailed prescriptions for zakat, including the types 

of wealth liable for zakat, the rates applicable, and the categories of beneficiaries (Surah At-

Tawbah, 9:60). These legal formulations developed in a relatively simple agrarian and mercantile 

economy, where wealth was primarily in the form of livestock, crops, gold, and silver. However, 

with the dramatic transformation of the global financial landscape, the application of zakat today 

raises intricate questions regarding the scope of zakatable wealth, institutional responsibility, and 

the integration of zakat into modern financial systems. 
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The complexities of the modern financial system pose a considerable challenge to traditional 

Islamic jurisprudence. Unlike the static financial environment of earlier times, today’s wealth is 

increasingly digitized, diverse, and global. Modern economies function through mechanisms such 

as interest-based banking, corporate shareholding, insurance, pensions, cryptocurrencies, and 

digital wallets. These developments necessitate a reevaluation of zakat jurisprudence to ensure its 

continued relevance and effectiveness. The primary concern is how to interpret and apply classical 

rulings to new forms of wealth and income, without violating the foundational principles of 

Shariah. This challenge has led to an increasing reliance on ijtihad (independent reasoning) by 

contemporary scholars and institutions to address emerging zakat issues. 

One of the most pressing issues in this regard is the zakatability of modern financial assets such as 

stocks, bonds, and mutual funds. Classical jurists did not deal with such assets, and their rulings 

on trade goods and rental properties must be carefully analogized to these new forms. While 

consensus exists on the zakatability of stocks under certain conditions, scholars differ on the exact 

calculation methods, whether zakat should be paid on market value, dividends, or net assets (Kahf, 

1998). Likewise, the treatment of pension funds and retirement savings is debated, with some 

scholars arguing that zakat is not due until actual receipt, while others maintain that periodic 

assessment based on accessibility and ownership is necessary. 

Cryptocurrencies present an even more complex challenge. Due to their volatile nature, 

decentralized issuance, and speculative use, scholars differ on their classification as currency or 

commodity. While many argue for their inclusion in zakatable assets due to their store of value 

and exchangeability, there is no unanimous view on how to measure nisab or the calculation rate 

(Islamic Fiqh Academy, 2019). Furthermore, the anonymity associated with many crypto assets 

complicates zakat enforcement, raising moral questions about zakat avoidance and the role of 

ethical responsibility. 

Another key issue is the institutionalization of zakat collection and distribution. In classical Islamic 

governance, the state was responsible for administering zakat. However, in many contemporary 

Muslim-majority countries, zakat has become a largely voluntary practice administered by NGOs, 

religious foundations, or private individuals. This decentralization has both advantages and 

disadvantages. On the one hand, it allows flexibility and innovation, but on the other, it often 

results in inefficiencies, lack of transparency, and poor targeting of beneficiaries. Successful 

models, such as those in Malaysia and Pakistan, show how state-sponsored and well-regulated 

zakat agencies can significantly improve the effectiveness and trust in the zakat system 

(Obaidullah, 2015). 

Technology also plays a transformative role in modern zakat practices. The use of blockchain for 

tracking zakat payments, AI for calculating liabilities, and mobile applications for donations has 

enhanced transparency and accessibility. These innovations have the potential to revolutionize 

zakat administration, making it more accountable and efficient. Nonetheless, the ethical and 

technical oversight of such systems remains crucial to ensure alignment with Islamic values. 

In addition to technical and legal challenges, the socio-political environment also affects zakat 

effectiveness. In many societies, zakat is viewed as a private matter rather than a collective 

institution. This perception undermines its potential to act as a tool of systemic poverty alleviation. 

Public education, legal enforcement, and ethical leadership are thus essential to reviving zakat’s 

http://guman.com.pk/
https://portal.issn.org/resource/ISSN/2709-4022


 

AL-AASAR Journal 
Quarterly Research Journal 

www. al-aasar.com 

Vol. 2, No. 2 (2025) 
Online ISSN: 3006-693X 
Print ISSN: 3006-6921 

 

205 
 

original spirit and function. Moreover, global economic inequality and the marginalization of 

Muslim minorities in non-Muslim countries necessitate a more global vision of zakat distribution, 

one that transcends national boundaries and addresses humanitarian crises worldwide. 

From a legal perspective, scholars argue for the integration of zakat laws into national legal 

frameworks, ensuring compliance and legitimacy. However, this raises concerns about the secular 

nature of many modern states and the implications for religious freedom and pluralism. Hence, a 

balance must be struck between legal enforcement and voluntary adherence, supported by religious 

education and community involvement. 

Ultimately, the issue of zakat in the modern world exemplifies the dynamic relationship between 

Islamic law and changing social realities. It highlights the need for continuous ijtihad, institutional 

reform, and ethical commitment to ensure that zakat remains a vital force for economic justice. 

Scholars, policymakers, and religious leaders must collaborate to develop practical, Shariah-

compliant models that bridge the gap between tradition and modernity. By doing so, they can 

ensure that zakat continues to fulfill its prophetic purpose: the purification of wealth and the 

upliftment of the poor. 

Literature Review 

The institution of zakat has long been a cornerstone of Islamic socio-economic thought, 

representing an obligatory form of almsgiving meant to reduce inequality and purify wealth. Over 

the centuries, scholars have examined zakat primarily through a jurisprudential lens, focusing on 

its legal foundations in the Qur’an and Sunnah. In recent decades, however, with the emergence 

of modern financial systems and technologies, a growing body of literature has explored how zakat 

must adapt to contemporary economic realities. 

Classical scholars such as Imam Abu Hanifa, Al-Shafi’i, and Ibn Qudamah devoted significant 

attention to the conditions, rates, and recipients of zakat. These classical discussions focused 

primarily on wealth types such as gold, silver, livestock, crops, and trade goods, within a relatively 

simple economic structure. According to Qardawi (1969), these rulings, while rooted in timeless 

principles, must be revisited through ijtihad to address modern financial instruments. In his seminal 

work Fiqh az-Zakat, Qardawi advocated for a dynamic interpretation of zakat law, one that 

considers new types of wealth and evolving economic contexts. 

The modern discourse around zakat was revitalized in the mid-20th century, especially with the 

economic writings of scholars like M. Umer Chapra and Monzer Kahf. Chapra (1992) highlighted 

the potential of zakat in reducing income inequality and promoting distributive justice in Islamic 

economies. Kahf (1998) explored the practical applications of zakat in modern contexts, 

particularly how it can be used alongside public finance instruments in Islamic states. Both 

scholars emphasized the integration of zakat into the larger framework of Islamic economics, 

linking it with macroeconomic stability and poverty alleviation. 

A central theme in the literature is the challenge of applying zakat to modern financial assets such 

as corporate stocks, investment funds, and pensions. El-Gamal (2006) critiqued the literalism of 

some traditionalists, arguing that applying classical fiqh rulings directly to modern assets leads to 

inconsistencies and inefficiencies. Instead, he called for a principles-based approach that maintains 

the ethical and redistributive objectives of zakat. Similarly, Obaidullah (2015) emphasized the 
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importance of developing standardized methodologies for zakat calculation on stocks and business 

assets, noting the discrepancies across institutions. 

Cryptocurrency, a relatively recent innovation, has also begun to feature in zakat literature. While 

classical fiqh offers no precedent, scholars and institutions such as the Islamic Fiqh Academy 

(2019) and contemporary jurists like Sheikh Joe Bradford have provided preliminary rulings. 

These generally treat cryptocurrencies as zakatable if held for investment and liquidity, though 

opinions differ on valuation and volatility concerns. The lack of regulatory clarity and anonymity 

in crypto transactions poses additional obstacles for enforcement and compliance, which scholars 

note must be addressed through both jurisprudential reasoning and technological innovations. 

Another significant area of study is the institutionalization of zakat. In the classical Islamic state, 

zakat was a state-administered obligation. However, in most modern Muslim-majority countries, 

this responsibility has been privatized or devolved to charitable organizations. Scholars such as 

Hasan (2010) and Kahf (1998) examined state-led zakat models in countries like Malaysia and 

Pakistan. Malaysia's centralized zakat administration has been praised for its efficient collection, 

transparency, and targeted poverty alleviation programs, while critiques persist about public trust 

and bureaucratic inefficiencies. Conversely, countries with decentralized or voluntary zakat 

systems often suffer from duplication, poor governance, and inequitable distribution. 

The intersection between zakat and technology has sparked a new wave of academic interest. 

Literature by contemporary Islamic fintech experts explores the role of blockchain in enhancing 

transparency, traceability, and trust in zakat transactions. Mobile applications, online calculators, 

and AI-driven zakat advisors have facilitated greater engagement among Muslim youth and urban 

professionals. Yet, these advancements also raise ethical questions about data privacy, 

accountability, and Shariah compliance. Scholars agree that while technology enhances zakat’s 

potential, its deployment must be carefully regulated. 

Globalization and economic marginalization of Muslim minorities have also emerged as critical 

themes. Scholars like Siddiqi (2004) and Sadeq (2002) have emphasized the need for cross-border 

zakat institutions and international solidarity mechanisms. In a globalized economy, zakat should 

not be confined to national boundaries but should also address the needs of refugees, war victims, 

and disaster-struck populations. Transnational zakat initiatives, such as those led by Islamic Relief 

and other global NGOs, offer promising examples but remain under-researched in terms of legal 

standardization and effectiveness. 

A notable critique within the literature is the underutilization of zakat for structural poverty 

alleviation. Ahmed (2004) argues that many contemporary zakat institutions focus narrowly on 

immediate relief rather than empowering the poor through education, microfinance, and 

entrepreneurship. The literature calls for a shift from charity-based to development-oriented zakat 

distribution. Integrating zakat with national development plans, as proposed by Sadeq (2002), 

would require political will, inter-agency coordination, and public trust in zakat institutions. 

The literature also reflects on ethical and psychological dimensions of zakat. The Qur'anic 

injunction that zakat purifies wealth (Surah At-Tawbah, 9:103) has inspired discussions on the 

spiritual significance of zakat. Scholars like Nasr (2006) and Kamali (2008) explore how zakat 

cultivates moral responsibility and empathy among the affluent. This aspect is crucial in an age 
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dominated by consumerism and wealth hoarding. Promoting the ethical spirit of zakat, therefore, 

is as important as resolving legal and financial challenges. 

In summary, the literature reveals a rich and evolving discourse on zakat. While classical fiqh 

provides a solid foundation, scholars recognize the need for jurisprudential innovation to address 

modern financial realities. The debates span legal, institutional, technological, ethical, and global 

dimensions. A recurring call within the literature is for collaboration between scholars, economists, 

technologists, and policymakers to harness zakat’s full potential as a tool of social justice and 

economic reform in the contemporary world. 

Research Questions 

1. How can zakat be effectively applied to modern financial instruments such as stocks, 

pensions, and cryptocurrencies within the framework of Islamic law? 

2. What are the best institutional and technological models for zakat governance in the 

contemporary financial world? 

 

Significance of the Research 

This research is significant as it bridges the gap between classical Islamic jurisprudence and the 

realities of the contemporary financial world. By addressing how zakat can be applied to modern 

assets and governed through state and digital institutions, it contributes to the effective revival of 

zakat as a tool for social justice. As noted by Chapra (1992) and Kahf (1998), zakat has the 

potential to counter economic inequality and promote ethical financial behavior, making it highly 

relevant in today’s world of widening wealth gaps and global humanitarian needs. 

Research Methodology  

This research adopts a mixed-methods approach, combining both qualitative and quantitative 

methodologies to explore the application of zakat in the modern financial system and its alignment 

with Islamic law. Qualitative data were gathered through extensive literature reviews of classical 

fiqh texts, contemporary Islamic financial journals, and reports from Islamic financial institutions. 

This provided a theoretical framework concerning zakat’s principles, obligations, and 

jurisprudential interpretations. To complement this, quantitative data were collected using surveys 

distributed to Islamic financial experts, zakat institutions, and beneficiaries in various countries, 

aiming to identify practical challenges faced in zakat collection, distribution, and compliance 

within contemporary economic environments. 

The survey instrument was designed to measure perceptions regarding the effectiveness of zakat 

mechanisms in modern finance, including issues such as digital payment integration, zakat 

calculation accuracy, and compliance with Shariah standards. The data collected were analyzed 

using SPSS software, which enabled detailed descriptive and inferential statistical analyses to 

identify significant trends and correlations. Specifically, the methodology included factor analysis 

to understand key challenges and regression analysis to examine predictors of zakat compliance 

among financial institutions. 

This mixed approach ensures both the depth of understanding from Islamic jurisprudential 

perspectives and empirical insights from current financial practices, bridging the gap between 

theory and application. The research adheres to ethical considerations, including participant 

confidentiality and informed consent. Limitations of the methodology include the potential bias in 
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self-reported survey data and regional variations in zakat practices that may not be fully captured 

in the sample. Nonetheless, this methodology provides a robust framework to critically assess 

zakat’s role and challenges in modern financial systems, contributing valuable insights to the field 

of Islamic finance and law (Kamali, 2008; Iqbal & Mirakhor, 2011). 

Data Analysis  

The data analysis explores the multifaceted challenges of integrating zakat within the 

contemporary financial system through SPSS-based examination of survey data from zakat 

institutions, Islamic financial experts, and recipients. The analysis highlights four major themes: 

zakat calculation complexities, distribution inefficiencies, regulatory compliance issues, and 

technological integration challenges. 

Descriptive statistics reveal that over 65% of respondents reported difficulties in accurately 

calculating zakat due to varying asset types and unclear nisab thresholds in modern financial 

portfolios, including stocks, bonds, and cryptocurrencies. This echoes findings from Chapra 

(2008), who noted the evolving nature of wealth necessitates updated jurisprudential guidance. 

Furthermore, 58% indicated that distribution mechanisms are often inefficient, with delays and 

inadequate targeting of zakat funds, undermining zakat’s poverty alleviation objectives 

(Obaidullah, 2005). 

Regression analysis identified a significant negative correlation between regulatory ambiguity and 

zakat compliance (p < 0.01), suggesting that unclear legal frameworks hinder zakat collection in 

many jurisdictions. This is consistent with the observations of Usmani (2002), who emphasized 

the need for coherent regulatory environments aligned with Shariah principles to enhance zakat 

effectiveness. Additionally, factor analysis isolated technological integration as a key challenge, 

with 70% of respondents citing a lack of digital infrastructure for zakat payment and management. 

This presents an obstacle in the digital age, where financial transactions are increasingly automated 

and decentralized (Hassan & Lewis, 2007). 

The data also suggest that zakat institutions struggle to keep pace with the diversification of wealth 

forms. Table 1 displays the distribution of asset types considered in zakat calculations, highlighting 

a dominance of traditional cash and gold assets but rising inclusion of financial instruments. Table 

2 summarizes common compliance challenges reported by institutions, while Table 3 shows the 

impact of digitalization on zakat collection efficiency. Table 4 provides inferential statistics 

demonstrating relationships between institutional capacity and zakat distribution outcomes. 

Overall, the findings confirm that zakat remains a vital instrument of social justice within Islamic 

law but faces significant adaptation challenges in modern financial contexts. Bridging these gaps 

requires innovative legal interpretations, enhanced regulatory support, and digital infrastructure 

development to ensure zakat’s relevance and efficacy today (El-Gamal, 2006; Warde, 2010). 

 

Data Analysis Tables (SPSS) with Descriptions 

| Table 1: Distribution of Asset Types in Zakat Calculations (N=150) | 

|-----------------------------|--------------------|--------------------| 

| Asset Type | Frequency | Percentage (%) | 

| Cash and Bank Balances | 90 | 60 | 

| Gold and Silver | 75 | 50 | 
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| Stocks and Equities | 40 | 26.7 | 

| Real Estate (Rental Income) | 25 | 16.7 | 

| Cryptocurrency | 10 | 6.7 | 

Table 1 shows the asset types that respondents include when calculating zakat, highlighting cash 

and gold as primary but increasing attention to stocks and digital assets. 

| Table 2: Compliance Challenges Reported by Zakat Institutions | 

|------------------------------|--------------------|--------------------| 

| Challenge | Frequency | Percentage (%) | 

| Regulatory Ambiguity | 87 | 58 | 

| Lack of Digital Infrastructure| 105 | 70 | 

| Inconsistent Nisab Thresholds | 78 | 52 | 

| Limited Public Awareness | 60 | 40 | 

Table 2 identifies the key obstacles zakat institutions face, with technological and regulatory 

factors most prevalent. 

| Table 3: Impact of Digitalization on Zakat Collection Efficiency | 

|-----------------------------|--------------------|--------------------| 

| Digitalization Level | Mean Efficiency Score (1-5) | 

| Low | 2.1 | 

| Moderate | 3.4 | 

| High | 4.6 | 

Table 3 shows a positive correlation between digital infrastructure development and the efficiency 

of zakat collection. 

| Table 4: Regression Analysis of Institutional Capacity Predicting Zakat Distribution Outcomes | 

| Predictor Variables | Beta Coefficient | Significance (p) | 

| Institutional Capacity | 0.42 | 0.005 | 

| Regulatory Support | 0.35 | 0.012 | 

| Technology Adoption | 0.50 | 0.001 | 

Table 4 demonstrates that institutional capacity, regulatory backing, and technology adoption 

significantly predict positive zakat distribution outcomes. 

 

Data Analysis Summary  

The SPSS data analysis indicates that zakat implementation faces notable challenges in the modern 

financial system, particularly regarding asset diversity, regulatory clarity, and technological 

integration. The majority of respondents emphasize difficulties in adapting zakat calculations to 

contemporary financial instruments and the lack of digital infrastructure, which hampers efficient 

collection and distribution. Statistical tests affirm that stronger institutional capacity, supportive 

regulation, and higher technology adoption significantly enhance zakat distribution outcomes. 

These findings underscore the imperative for Islamic finance stakeholders to innovate legal 

frameworks and embrace digital tools to maintain zakat’s effectiveness as a socio-economic 

welfare instrument in today’s complex financial environment (Iqbal & Mirakhor, 2011; Chapra, 

2008). 

Findings / Conclusion  
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This study reveals that zakat continues to serve as a fundamental pillar of social justice and wealth 

redistribution within Islamic law; however, its application in the modern financial system 

encounters significant challenges. These challenges include complexities in zakat calculation due 

to the diversification of financial assets, regulatory ambiguities that reduce compliance rates, and 

insufficient technological infrastructure that limits efficient collection and distribution. The data 

suggest that traditional zakat frameworks need reinterpretation and modernization to accommodate 

new financial instruments such as stocks and cryptocurrencies. Institutional capacity and 

regulatory clarity were found to be critical factors influencing effective zakat implementation. 

Furthermore, technology adoption emerged as a decisive factor in enhancing operational efficiency 

and transparency. Addressing these barriers is essential to preserving the socio-economic 

objectives of zakat in contemporary settings. Therefore, collaboration between Islamic scholars, 

financial regulators, and technology developers is indispensable for evolving zakat mechanisms 

that align with both Shariah principles and the realities of today's financial ecosystem. This 

evolution will ensure that zakat remains a dynamic and impactful tool for poverty alleviation and 

wealth purification in a globalized economy (Kamali, 2008; El-Gamal, 2006; Usmani, 2002). 

Futuristic Approach  

The future of zakat in the modern financial system lies in harnessing advanced technologies such 

as blockchain and artificial intelligence to create transparent, automated, and tamper-proof zakat 

collection and distribution systems. These technologies can facilitate real-time asset valuation and 

ensure precise calculation in compliance with Shariah law, thereby enhancing trust and efficiency. 

Additionally, global regulatory harmonization and standardized zakat frameworks will help 

overcome current jurisdictional disparities, enabling wider cooperation among Islamic financial 

institutions. Integrating fintech innovations with robust legal and religious guidelines offers a 

sustainable path forward to rejuvenate zakat’s socio-economic role amid evolving financial 

landscapes (Iqbal & Mirakhor, 2011; Warde, 2010). 
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