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Abstract
This paper critically examines the roles of Zakat and Waqf—two pivotal instruments
of Islamic economic justice—in alleviating poverty and reducing inequality within the
Pakistani context. Drawing upon a multidisciplinary framework, the study first
outlines the theological foundations of Zakat as a compulsory redistributive levy and
Wagqgf as a voluntary endowment mechanism, tracing their evolution from early
Islamic society to modern-day applications. Employing qualitative methodology, the
research analyzes primary sources (Qur’anic injunctions, Prophetic traditions) and
secondary literature (classical jurisprudential treatises, contemporary policy
reports), alongside semi-structured interviews with key stakeholders in Pakistan’s
zakat and waqf administrations. Findings reveal that, despite their enormous
potential, both systems suffer from pervasive challenges: fragmented legal structures,
inconsistent institutional oversight, and limited public awareness undermine optimal
resource mobilization and distribution. Zakat collections frequently fall short of their
target due to non-compliance, outdated nisab thresholds, and opaque crediting
processes. Similarly, many wagqf properties remain underutilized or are mismanaged
because of archaic waqf laws and inadequate endowment management capacities.
These inefficiencies disproportionately impact the most vulnerable segments,
including rural poor, female-headed households, and internally displaced persons. To
address these gaps, the study proposes a series of reforms: harmonizing zakat
regulations across federal and provincial jurisdictions; modernizing nisab calculation
in line with inflation; deploying digital platforms for transparent collection and
disbursement; and professionalizing waqf management through capacity-building
initiatives and public-private partnerships.
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Introduction

Poverty remains one of the most pressing socio-economic challenges confronting Pakistan,
where a significant portion of the population struggles to meet basic human needs such as
food, education, healthcare, and shelter. Despite various governmental and non-
governmental efforts aimed at poverty alleviation, structural inequalities, unemployment,
and a widening gap between the rich and the poor persist. In this context, Islamic economic
principles, deeply rooted in social justice, offer a unique and holistic approach to addressing
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poverty. Among the most significant tools within this framework are Zakat and Waqf—two
foundational institutions that aim to ensure equitable distribution of wealth, promote
collective welfare, and provide safety nets for vulnerable populations.

In the Pakistani context, the implementation of Zakat and Waqf has seen both progress and
setbacks. The state-administered Zakat system and the underutilized Wagqf resources
highlight the need for a renewed and integrated approach that is both spiritually rooted and
pragmatically structured. This article aims to explore the religious foundations, historical
evolution, legal frameworks, and institutional mechanisms of Zakat and Waqf in Pakistan. It
also critically analyzes the challenges hindering their effective implementation, such as
mismanagement, lack of transparency, weak legal enforcement, and public distrust.

Conceptual Framework of Zakat and Waqf

In the Islamic economic system, the principles of social justice, wealth redistribution, and
compassion for the underprivileged form the basis for a balanced and ethical society. Two
key mechanisms that embody these principles are Zakat and Wagf:!

These institutions, deeply embedded in Islamic jurisprudence and tradition, offer a dual
approach to combating poverty—Zakat as an obligatory, immediate relief system, and Wagqf
as a sustainable, long-term development tool. Understanding their conceptual foundations is
essential for appreciating their role in building a just and inclusive economic order,
particularly in poverty-stricken societies such as Pakistan.

Zakat: A Pillar of Islamic Economy

Zakat, the third pillar of Islam, is a compulsory form of almsgiving that signifies the
purification of wealth and the moral obligation of Muslims to support the less fortunate.?

It is levied on certain types of assets—including savings, gold and silver, trade goods, and
agricultural output—once they reach the nisab (minimum threshold) and have been held for
a lunar year. Its foundational purpose is not only to address material needs but also to purify
the soul from greed and selfishness.

The Qur’an outlines eight categories of Zakat beneficiaries in Surah At-Tawbah. , which
include the poor (fugara), the needy (masakin), those employed to administer Zakat, those
whose hearts are to be reconciled, for freeing captives, for those in debt, for the cause of Allah,
and for stranded travelers.3

This categorization reflects the comprehensive vision of [slamic social security, ensuring that
various vulnerable groups are protected and empowered through wealth redistribution.

Wagqf: A Voluntary Philanthropic Institution

Waqf, derived from the Arabic root waqafa (to stop or hold), refers to a voluntary and
perpetual dedication of property or wealth for charitable or religious purposes.*

Unlike Zakat, Waqf is not obligatory but is highly encouraged in Islamic tradition. It is often
used to establish and maintain public institutions such as mosques, schools, hospitals,
libraries, and shelters for orphans and the poor.

The unique feature of Waqf lies in its sustainability: while the principal asset remains intact
and inalienable, the generated benefits are continuously channelled toward social welfare. 5

This makes Waqf a strategic instrument for long-term poverty alleviation and community
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development. Historically, the Waqf system has played a transformative role in Islamic
civilizations by creating independent welfare institutions that served the needs of society
without burdening the state treasury.

Differences and Complementarities

Although Zakat and Waqf differ in nature—obligatory vs. voluntary, short-term relief vs.
long-term development—they complement each other in achieving the overarching goals of
Islamic economic justice.6

Zakat addresses immediate socio-economic needs by providing direct assistance to eligible
recipients annually, ensuring that no one in society is left in destitution. Waqf, on the other
hand, contributes to structural and institutional development by creating sustainable
services and infrastructure.”

Together, Zakat and Waqf form an integrated and holistic Islamic welfare system. Zakat
empowers individuals and families to meet essential needs, while Waqf provides institutional
support to uplift communities over generations. When effectively implemented and
coordinated, these mechanisms can reduce dependency, promote self-reliance, and create a
resilient society grounded in Islamic ethics of generosity, equity, and compassion. In the
context of Pakistan, a deeper understanding and revival of these instruments is crucial for
establishing a socially inclusive and poverty-free nation.

Historical Significance in Islamic Civilization

Islamic history offers rich evidence of how Zakat and Waqf were used not only as religious
practices but also as sophisticated mechanisms for economic justice and social welfare.8
Their implementation across different eras reflects the integral role these institutions played
in shaping the socio-economic structure of Muslim societies.

Zakat in the Time of Prophet Muhammad (£)

During the lifetime of Prophet Muhammad £, Zakat was not just a personal religious duty but
a state-administered obligation. The Prophet # appointed Zakat collectors (“amilin ‘alayha)
to assess and collect Zakat from various tribes and regions, ensuring systematic
redistribution among the poor and needy. This formalization of Zakat collection reflects the
Prophet’s vision of economic justice as part of broader social reform.

A prime example of effective Zakat governance is seen during the rule of Caliph Umar ibn
Abdul Aziz (717-720 CE).?

His administration is historically praised for its equitable distribution of wealth, where the
Zakat system became so efficient that, according to historical records, there were no eligible
Zakat recipients left in some regions. This period serves as a model for how state-led,
transparent, and principled implementation of Zakat can lead to substantial poverty
reduction.

Waqf in Classical Muslim Societies

Wagqgf became a foundational element in classical Islamic civilization, especially from the
Abbasid period onward. Wealthy individuals and rulers alike established Awqafto fund long-
lasting public institutions such as:
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o Madrasahs (educational institutions) like Al-Azhar University in Egypt

o Bimaristans (hospitals) in cities like Baghdad and Damascus

o Infrastructure projects such as roads, water supply systems, and caravanserais for
travelers

Wagqf functioned as an Islamic version of civil society, where citizens could participate in long-
term sadaqah jariyah .19

It also served to shield assets from state expropriation, as Waqf property could not be sold,
inherited, or taxed. This created a buffer against arbitrary state policies and ensured the
continuity of public services regardless of political upheaval. The Waqf system contributed
immensely to urban development, intellectual flourishing, and communal solidarity in the
Muslim world.

Contemporary Application in Pakistan

In Pakistan, the state has taken steps to formalize the administration of Zakat and Waqf
through legal and institutional frameworks.11

However, significant challenges remain that hinder their potential to function as robust tools
for poverty alleviation.

Legal and Constitutional Provisions

Zakat and Ushr (a form of Islamic agricultural tax) are constitutionally recognized under
Pakistan’s Islamic welfare vision.!2

The Zakat and Ushr Ordinance of 1980, introduced under General Zia-ul-Haq's Islamization
program, institutionalized Zakat as a formal state function. This ordinance led to the creation
of:

. Central Zakat Council (C.Z.C) at the federal level
. Provincial Zakat Councils (P.Z.C) and District Zakat Committees (D.Z.Cs)
. Local Zakat Committees (L.Z.Cs) for ground-level distribution

The ordinance mandates the deduction of Zakat at source from bank accounts on the 1st of
Ramadan each year, based on the nisab amount defined in Islamic jurisprudence.

Structure of Zakat Collection and Distribution

In practice, Zakat is deducted primarily from savings accounts, investment schemes, and
some financial assets of eligible Muslims. The collected amount is then allocated for welfare
services including:

. Education stipends for poor students

. Healthcare assistance for the indigent

) Marriage support for orphan girls

o Monthly subsistence allowances for widows and the disabled
Despite these structured mechanisms, the system has faced criticism for:

) Inefficiency in identifying and verifying eligible recipients

. Politicization and favoritism in the formation of local committees
o Lack of transparency and accountability in fund management

o Public distrust leading to avoidance of formal Zakat channels

Consequently, many people prefer to distribute Zakat privately, bypassing official systems,
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which results in fragmentation and reduced societal impact.

Status of Waqf in Pakistan

Wagqf in Pakistan is governed by provincial Augaf Departments established under various
provincial laws, including the Punjab Waqf Properties Ordinance and similar frameworks in
Sindh, KP, and Balochistan.13

Many Waqf assets lie idle or are rented at below-market rates, yielding minimal returns.
Unlike historical Wagqf institutions, today’s system is often entangled in bureaucratic red tape
and lacks community involvement or scholarly oversight.

The Role of Zakat in Poverty Alleviation

Zakat, as one of the five fundamental pillars of Islam, serves as a unique and powerful
mechanism for economic justice and poverty reduction.14

Its obligatory nature ensures that wealth circulates and reaches the most vulnerable
segments of society. In a country like Pakistan, where a significant portion of the population
lives below the poverty line, the effective collection and distribution of Zakat can play a
transformative role in addressing material deprivation, empowering individuals, and
promoting social stability.

Direct Financial Relief

The most immediate and visible impact of Zakat is the provision of direct financial assistance
to those in need. According to Islamic principles outlined in the Qur’an (Surah At-Tawbah,
9:60), the recipients of Zakat include the poor (fuqara), the needy (masakin), debtors, and
stranded travelers. In Pakistan, this direct relief often takes the form of:

. Cash stipends for widows and orphans
. Food and clothing distributions during Ramadan
. Emergency financial aid for medical and housing needs

Such direct support helps individuals and family’s meet their essential needs—shelter,
clothing, food security—and prevents them from falling into deeper cycles of deprivation. In
areas where access to formal social security is weak or absent, Zakat fills a crucial gap and
serves as a faith-based safety net.

However, the potential of this relief is sometimes limited by fragmented distribution systems,
duplication, and inefficiencies. While immediate relief is vital, long-term solutions require
investment in human development and systemic poverty eradication—goals that are
increasingly pursued through the strategic use of Zakat funds.

Human Development through Zakat Funds

In recent decades, there has been a growing trend among Islamic charitable organizations to
move beyond emergency relief and invest Zakat funds in long-term human development
initiatives.1>

This shift aligns with the Islamic vision of empowering individuals to become self-reliant
rather than dependent on ongoing aid.

Prominent sectors where Zakat is making a difference include:

. Education: Scholarships for underprivileged students, funding for school supplies
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and uniforms, establishment of vocational and technical training centers.

o Healthcare: Free medical camps, hospital assistance programs, dialysis centers, and
support for expensive treatments such as cancer and cardiac care.
o Livelihood Support: Microfinance programs, provision of tools and materials for

small businesses, and skills training for youth and women.

Notably, NGOs such as Saylani Welfare International Trust, Al-Khidmat Foundation, and Edhi
Foundation have pioneered the strategic use of Zakat for sustainable development. These
organizations implement structured programs, conduct needs assessments, and utilize
technology for monitoring and evaluation—resulting in higher transparency and measurable
outcomes.

Such initiatives not only uplift individuals but also strengthen entire communities,
contributing to broader national development goals in line with the Islamic concept of Thsan’
(excellence in service) and ‘adl’ (justice).

Institutional Zakat: Government vs Private Sector

Pakistan’s Zakat system operates on two parallel tracks: the formal state-administered
mechanism and the private charitable sector.16

The Zakat and Ushr Ordinance (1980) empowers the government to deduct Zakat at source
from eligible financial assets, depositing the collections into the Federal Consolidated Fund,
which is then distributed through Provincial and Local Zakat Committees.

Despite this structure, public confidence in the government-managed Zakat system remains
low due to several factors:

. Lack of transparency in fund allocation and usage

. Bureaucratic delays in disbursement

o Political interference in the appointment of Zakat committees
. Poor targeting of beneficiaries

As a result, many Pakistanis choose to fulfill their Zakat obligations through private
organizations and religious trusts, which are perceived as more trustworthy, efficient, and
aligned with Islamic values. These institutions often maintain proper audit systems, issue
public reports, and involve community participation, which increases donor confidence and
ensures that Zakat reaches deserving individuals.

This divergence between state and private mechanisms highlights the urgent need for reform
and collaboration. Strengthening public Zakat institutions through digitalization, third-party
audits, and community oversight could improve their credibility and effectiveness. At the
same time, strategic partnerships between the state and credible NGOs could lead to better
outreach, reduced duplication, and harmonized poverty alleviation efforts.

Zakat holds immense potential as a faith-based economic tool for combating poverty in
Pakistan. While direct relief remains a vital component, the evolving trend toward human
development and institutional reform marks a significant shift in maximizing Zakat’s
impact.1?

The role of the private sector has been particularly noteworthy in filling the gaps left by
government inefficiencies. For Pakistan to fully harness the power of Zakat, both sectors must
adopt a transparent, accountable, and collaborative approach, ensuring that the spiritual
essence of Zakat is matched by its practical effectiveness in building an equitable and
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compassionate society.

Women and Vulnerable Groups
Historically, Waqgf has been used to protect women, widows, orphans, and other vulnerable
populations. Many endowments were made specifically to provide:

o Dowries for orphaned girls

o Monthly stipends for widows

. Shelters for homeless women and children
. Education for girls

These practices reflect Islam’s emphasis on protecting the most marginalized and ensuring
their dignity and stability. In contemporary Pakistan, gender-based poverty remains a
serious issue, with women often lacking access to education, financial resources, and legal
protection.

Reviving women-focused Waqf models can address this gap through:

o Establishment of female vocational centers
o Provision of microloans and entrepreneurship training for women
o Creation of safe housing and legal aid services for victims of domestic violence

By integrating modern gender-sensitive approaches with the classical Waqf framework,
Pakistan can empower women economically and socially, breaking cycles of
intergenerational poverty.

Wagf is more than an act of individual piety; it is a strategic and sustainable solution to
systemic poverty.18

Its focus on infrastructure, empowerment, and inclusivity makes it particularly relevant in
the contemporary socio-economic context of Pakistan. When revitalized through legal
reforms, technological integration, and community participation, Waqf can help build an
I[slamic welfare state rooted in long-term development and social justice. By investing in
Wagqf-based models that serve not only the poor but also the marginalized and vulnerable,
Pakistan can harness its religious traditions for real and lasting socio-economic
transformation.

Challenges in Implementation

Despite the spiritual, economic, and social potential of Zakat and Wagqf in addressing poverty,
their practical implementation in Pakistan faces multiple structural and operational
challenges.1?

These challenges have significantly undermined the ability of these institutions to function as
impactful tools for large-scale poverty alleviation and sustainable development.

Lack of Awareness and Education
One of the primary barriers to effective Zakat and Waqf implementation is the lack of public
awareness and religious education. Many eligible Muslims either:

. Underestimate their obligation to pay Zakat due to limited understanding of nisab
calculations,
o Are unaware of the broader socio-economic philosophy behind these

instruments, or
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o Hold misconceptions about the role and utility of Waqf in modern times.
Consequently, a significant amount of Zakat goes uncollected annually, and thousands of
Wagf assets remain dormant or misused. Moreover, potential donors often do not consider
Wagqf as a viable tool for charitable investment due to ignorance or lack of institutional
promotion.

Recommendations for Reform and Improvement

To unleash the full potential of Zakat and Waqf in poverty alleviation, Pakistan must
undertake comprehensive reforms that modernize, professionalize, and re-spiritualize these
institutions. The following recommendations offer a roadmap for policymakers, scholars, and
community leaders.

Digitalization and Transparency

Introducing digital platforms and real-time monitoring tools is essential for restoring public
trust and increasing efficiency. This can include:

o Blockchain-based tracking systems to ensure transparency in collection and
disbursement

. Mobile apps and online portals for Zakat calculation, payment, and beneficiary
verification

o Geo-tagging of Waqf properties for accurate documentation and oversight

These tools can reduce corruption, improve accountability, and empower both donors and
recipients through access to data and services.

Public-Private Partnerships

Collaboration between the government, Islamic NGOs, financial institutions, and scholars can
improve the effectiveness of Zakat and Waqf systems. Key strategies include:

. Joint ventures to build schools, hospitals, or microfinance institutions funded by Wagqf
assets.20

) NGO involvement in identifying and supporting Zakat-eligible individuals.2!

o Involvement of religious scholars to ensure Shariah compliance and promote
community trust.22

Such partnerships can combine religious legitimacy with managerial expertise to create
robust models for sustainable development.

The challenges facing the Zakat and Waqf systems in Pakistan are significant but not
insurmountable. With a combination of technological innovation, legal reform, institutional
collaboration, and public education, these Islamic mechanisms can be revitalized as powerful
drivers of poverty alleviation and social justice. A reformed and transparent Zakat and Waqf
framework can not only uplift the poor but also restore collective faith in Islamic economic
principles as a viable alternative to conventional welfare models.

Conclusion

Islamic economic instruments like Zakat and Waqf offer not just religious compliance but a
morally-driven alternative to address systemic poverty. Pakistan, with its rich Islamic
heritage and pressing development needs, must rediscover and revitalize these timeless
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institutions. A properly managed and transparent Zakat and Waqf system can contribute
significantly to achieving social equity, economic justice, and sustainable development,
thereby transforming the lives of millions in need.
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