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ABSTRACT 

 

In Western social and economic thought, the spiritual and the secular are sharply 

separated. In Islam they are indivisible. Islam has become a source of Western 

anxiety as the Other, the Shadow. Raising the Shadow to consciousness by pointing 

up correspondences is a matter of some urgency.  

 

We view social capital as an essential component of both western and Islamic 

societies. In Islam, Zakat embodies social capital. Rather than Islamic and western 

values being irreconcilable opposites, we see them as having a common core, 

embedded in Zakat and social capital respectively. 

 

The paper proceeds as follows. First we sketch the essence of the tension between the 

West and faith as expressed in Islam. Second we outline of the notion of Zakat and 

social capital. Third, we describe key elements of Zakat in relation to social capital. 

Fourth we discuss the compatibility that exists between Zakat and social capital. 

Finally we outline some implications.  
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I. INTRODUCTION 

Tensions between Westerni and Islamic traditions are very much in evidence 

currently. Many see the two systems as irreconcilable and conflict between the two as 

inevitable (Huntingdon and Berger, 2002). Said (1995) notes that the Orient, in the 

sense of the Middle East, is adjacent to Europe and has been the source of its richest 

colonies, an integral part of European civilization and culture, Said writes,  “one of 

the deepest and recurring images of the other.” In other words the Orient has 

exercised conflicting reactions, ranging from fascination to fear. From the 

seventeenth century onwards, the Orient has, to a high degree, been invented by 

Western writers’ archaeologists, linguists, historians and politicians in a manner that 

says more about the West and its fantasies, than about the East. So Americans, 

formerly associated mainly with the Far East (China, Indo China and Japan), but with 

a greatly expanded political and economic role in the Middle East since the Second 

World War, in their classification of some Islamic populations there as Rogue States, 

part of an Evil Empire, are following a long Western crusading tradition with respect 

to the Other (Said, 2002; Chomsky, 2001), as the Self’s shadow (Spivak, 1999). 

 

To see Islamic and Western traditions as polar opposites is to ignore their co-

evolutionary past.  The influence of Islam on the West, founded on trade was in fact, 

strengthened by the crusades. The two societies were influenced by co-migration. 

European notions of Chivalry, Courtly Love and Romanticism emanated from Islam 

in the twelfth century. Dante’s poetry drew deeply on the Quran. Islamic states have 

been influenced by Western economics and politics, through imperialism, the 

discovery of oil and other natural resources in the Middle East and North Africa. 

Europe has sizeable indigenous Muslims population. Muslim students, poets, writers 

and scholars have been deeply influenced by Western Education. Middle Eastern 

wealth is deposited in Western industrial companies and financial institutions. It is 

hardly surprising that common traditions and values should exist: more surprising 

that they have been overlooked. The legal traditions of Islam and the West emanate 

from different sources: Sharia and Roman law. However when we compare the three 

religions of the book, Judaism, Christianity and Islam it is impossible to deny that 

that their respective messages coincide substantially.   

 

The approach to Zakat as set out in the Quran is in one sense entirely pragmatic. This 

holds with respect to attention to the personal circumstances. Income below the nisab 

(the minimum level of wealth) is exempted: so is the cost of a minimum standard of 

living. According to most scholars debts and production costs are deducted from 

Zakatable assets thus maintaining overall wealth. As a Pillar of Islam, the 

distributional function of Zakat is intertwined with a spiritual and symbolic function 

of cleansing in the sense of fana.  
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a) What is Zakat? 

 

In Arabic linguistics, Zakat is the infinite of the verb zaka, meaning to grow and to 

increase. When said about a person, it means to improve, to become better. 

Consequently, Zakat means blessing, growth, cleanliness or betterment. 

 

In the Sharia (the Islamic law) the word zakat refers to the determined share of 

wealth prescribed by Allah to be distributed among the categories of those entitled to 

receive it. It is also used to mean the action of payment of this share. Ibn Taymiyya 

(1328) said that “the inner soul of the zakat payer becomes better, and his wealth 

becomes cleansed.”ii Growth and cleanliness are not restricted to the assets from 

which zakat has been taken, but affects the person who pays zakat, in accordance 

with the verse, "Take zakat from their wealth to purify and cleanse them.” iii Al-

Azhari stated that “it makes the poor grow too”, meaning that zakat creates 

psychological and material growth for the rich in his soul and wealth for the poor. 

  

Instructions from the Holy Prophet indicate that Zakat as a transfer of the excess 

wealth is a foundation social justice. The principle of free unobstructed circulation of 

wealth; avoids class hatred a terrible evil borne of social injustice. It induces the 

social group to think and feel as a whole, to realize in fact that the prosperity of the 

group is the best safeguard for the prosperity of the individual and that the poverty of 

the individual inevitably jeopardises the prosperity of the group. It establishes the 

maxim that all social ills present within the group must be remedied from within the 

group itself if the remedy is to be of a permanent nature; in other words, that, as a 

living, thinking and acting organism, the social group bears the responsibility for its 

own welfare. The emphasis is on rehabilitation, enabling the impoverished to return 

to self sufficiency and to become again a productive member of the group. 

 

b) Social Capital 

 

Social capital generally refers to trust, concern for one’s associates and willingness 

to live by the norms of one’s community and to punish those who do not: in 

emphasizing punishment, Gintis and Bowles (2000) provide a (perhaps unintentional) 

Foucaudian twist in their classic definition.  Social capital describes relationships 

among people. It focuses attention on what groups do rather than what people own, 

and upon social justice. Social capital is a schema that underlies the development of 

business systems and their norms and behavior. Without it, market systems cannot 

flourish because transactions costs would soar in the absence of rudimentary trust. In 

the global sphere social capital is relatively underdeveloped, but part of a co-

evolutionary process, resulting from the interchange between nations and ethnic 

groups. The cultural aspects of social capital hold empires and organizations 

tenuously together.  

 

Coleman (1998) refines the concept, by suggesting that the most useful relationships 

for individuals are those that act as a form of social insurance: they provide 

communication, information networks and create the norms and sanctions that 
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facilitate social action. Coleman (1988) distinguishes between three groups of social 

capital: (a) obligations, expectations and trustworthiness expressed in structures and 

norms, (b) effective sanctions and (c) information channels.  

 

Putnam (1993) asserted that norms and trust are the source of social capital people 

learn to do the right thing from a process of socialization.  These deeply internalized 

norms are called consummatory by Portes (in contrast to instrumental) and come 

from the experience of a shared destiny.  Adopting social capital norms of course has 

an instrumental (as well as a consummatory) dimension when a person considers the 

consequences of sanctions by the community in dyadic social exchange.  It can also 

have an emotional element: commitment to a cause. People go beyond narrow self-

interest to help those they have affinity for moral value and caring can be a motive 

with the characteristics of capital.  In a manner quite consistent with a modernist 

philosophical stance, people usually act from a mixture of motives, instrumental and 

caring.   

 
II. RELATIONSHIP BETWEEN ZAKAT AND SOCIAL CAPITAL 

To understand the relationship between Zakat and social capital it is necessary first to 

ask the question: What is capital? Capital is a source from which emanates a flow. 

Using the terminology of game theory, speak of a flow of payoffs. Capital then is a 

source of a flow of payoffs that can be distributed among people, in current terms, 

among stakeholders. We are not primarily speaking of monetary payoffs appertaining 

to the material world and wellbeing: more important is the purification of the 

individual at the level of spirit and soul. 

 

Zakat sets out rules for the distribution of payoffs from a particular source of capital 

monetary wealth or wealth that can be measured in monetary terms. This is perhaps 

the least important aspect of Zakat, but a very important one for social capital. In a 

perfect system, distribution would be perfectly decentralised with no need to incur the 

costs of state intervention and enforcement in welfare. It would be achieved 

completely voluntarily. Real societies and human nature rarely conform to such an 

ideal. But the existence of Zakat and a degree of voluntarism goes some way, perhaps 

a considerable way, to reducing the costs associated with creating a degree of fairness 

and equity in society: an important function of social capital. 

 

In its instrumental and consummatory roles, Zakat benefits both the giver and the 

receiver. As such it is a form of social capital in Woolcocks, (1997) terms as a 

consequence and as a source. As a consequence it results in a stream of benefits both 

the giver and the receiver.  Since Zakat is institutionalized it is a source of future 

benefit because it breads trust and a sense of community in its high role, Zakat is a 

source of spiritual purification, the result of being materially poorer. Ibn Taymiyya, 

(1328) stated that “the inner soul of the zakat payer becomes better, and his wealth 

becomes cleansed.”iv "Take zakat from their wealth to purify and cleanse them.”v Al-

Azhari says, “it makes the poor grow too”. 
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a) Is Zakat a tax or a charitable donation? Is Zakat an income or wealth tax? 
 

Zakat is a yearly premium on all forms of accumulated productive wealth and on a 

variety of agricultural products. It is calculated at various rates according to the 

nature of the wealth and is due to the needy individuals of the Muslim community for 

their rehabilitation. It is the third of the five pillars of Islam and the counterpart of the 

Christian tithe in that it is destined to eight classes of the needy as defined by the 

Quran. No part of it must go to the state. The function of the state is to supervise its 

levy, custody and distribution. The tithe on the other hand went to the Church which 

distributed it as it deemed fit. 

 

Zakat is neither an income tax nor a tax at all in modern terms. It is an obligatory 

social tax in the form of surplus wealth of lasting value (Zayas 1960; 4). Zakat is not 

imposed by the state nor destined for the state. The role of the state is supervision 

rather than control. The main responsibility falls on the individual not on the state. It 

seems that the State has the role of enforcing payment according to Quranic Law to 

ensure smooth running but not to modify the rate or rules. 
 

The generally accepted definition is that it is a wealth tax so what forms of wealth are 

taxable? It is usually levied on liquid assets and not on investments in real estate or 

businesses. Zakat is levied on agricultural produce, pasturing of domestic animals, 

media of exchange and money invested in trade or savings in the form of cash. The 

definition of wealth, as set out for the purposes of Zakat has physiocratic overtones: 

the idea that true wealth stems from agriculture. However, the exclusion of 

investments introduces an industrial edge. That investments are excluded indicates a 

concern with growth as well as distribution.  

 

Wealth productivity in the Quran is either potential or actual. Potential wealth exists 

in gold, silver, money kept as savings. Actual productivity exists in agricultural 

products pasturing domestic animals, invested money in trade and articles of trade 

(working capital). The emphasis of Zakat is upon surplus wealth. An essential 

condition is the possession of surplus wealth for a period of more than one year. 

 

b) How is the Nisab calculated?  
 

Nisab the limit at which taxable Zakat begins. Sufficient to satisfy the yearly 

necessities of the average family. Wealth must have been in the possession of the 

owner for a full year. 

 

And Allah does not want his servants to be oppressed in any way (50:31) 

Allah hath not laid upon you in religion any hardship (2: 219) 

 

The category of Zakat free wealth includes; wealth spent within the year of 

acquisition which falls short of the Nisab, foodstuffs for personal use, household 

furniture and utensils, clothing, books, buildings (private or public), land, water, 

perishable foodstuffs, trees, wood, firewood, seeds kept for sowing, wild produce, 
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game, medicines, machinery, tools, vehicles, arms ,weapons and wealth set aside to 

cover the first pilgrimage. 

 

c) Is the Nisab the same in rich countries (UAE or Qatar) as in poor countries 

       (Bangladesh or Afghanistan)? 
 

If it is calculated relatively how can this be done in the absence of detailed data on 

the distribution of income and wealth? And indeed how can it be calculated even 

absolutely unless income and wealth can be clearly defined. But there is 

consideration for the personal circumstances of the zakat payer: 

 

• the exemption of what is below the nisab (the minimum level of wealth) 

from Zakat 

• the cost of a minimum standard of living is also exempt from Zakat 

• debts are deducted from zakatable assets according to the majority of 

     scholars, production costs are deducted from zakatable income 
 

d) How is Zakat administered?  

 

On no interpretation of the law can Zakat be construed as a tax paid to the state… [it 

is] a tax paid through the state to the lawful beneficiaries. It may not be used for any 

purpose not specified by the Quranic verses. The State is authorised to compel 

payment. But Zakat must be kept separate from other State revenues. 

 

The alms are only for the needy, the destitute, those who collect it, those whose hearts 

are reconciled to Islam, to free the captives, the debtors, for the cause of Allah, and 

for the wayfarer; a duty imposed by Allah. Allah is the Knower the Wise (9: 60) 

 

e) Ratios of Zakat  

 

Lower rates apply when the production process requires more human effort.  

Accordingly, the rate of Zakat is 10% on grains and fruits watered by rain or river, 

and 5% when water must be carried mechanically, 20% on found treasures which 

require little human effort, while the rate on earned wealth is only 2.5%.  The system 

of Zakat is almost unique in these variations of rates according to effort spent in 

production. 

 

f) How can payers be confident that the Zakat funds are properly used – as  

intended in a Sharia compliant manner? 

 

Zakat money fund may be used for the following purposes: 

 

a) to provide assistant to the needy, the indigent and the poor (particularly the 

orphans and widows), the handicapped and the disabled and those eligible to 

receive Zakat under sharia for subsistence or rehabilitation such educational 

institutions, public hospital…ect. 
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b) can be used for administrative expenses on selective basis, as a rule, these 

expenditure are financed by the government. 

c) fund may be allocated for any other purpose permitted by sharia 

 

The Quran has described eight (8) categories of recipients 

 

• Poor (Faqir pl Fuqara) 

• Needy (Miskin pl Masakin) 

• Those employed in Zakat administration  

• Those reconciled to the truth (Mu’allafat ul Qulub) 

• Freeing of those in bondage ( Fi-al-riqab) 

• Those in debt (Gharimin) 

• In the cause of Allah (Fi-sabil-Allah) 

• The wayfarer (Ibn-al-sabil) 

 

Zakat financially aids reformers and mediators of disputes in the sense that it enables 

them to fulfill the social and moral objectives of an Islamic society.  It has a moral 

purpose with respect to the individual. The social objective of Zakat is to eliminate 

poverty and the desire for personal accumulation at any cost and to encourage 

socially orientated behavior. Instructions from the prophet Mohammed (pub) indicate 

that Zakat in Islam is simply a transfer of the excess wealth, but the foundation of 

Zakat is justice, a concept whose meaning essentially corresponds to Western notions 

of social justice in the sphere of distribution. The principles underlying Zakat support 

both private ownership and commercial capital, which according to Schumpeter 

(1943) are foundations of capitalism. Thus Zakat embodies the egocentric aspect 

referred to earlier, which forms the basis of laissez faire capitalism, but also provides 

the sociocentric function of trying to ensure a fair division of income and wealth: 

social insurance.   

 

In principle Islam is dedicated to universal brotherhood, social and economic justice, 

equitable distribution of wealth, and to individual freedom within the context of 

social welfare.  Zakat has a spiritual and materialist aspect: social and economic 

standards are interwoven. 

 

Privately owned economic assets in the Islamic system, are considered as a trust from 

God, because everything in the heavens or the earth belongs to God and man enjoys 

the right of ownership only as a trustee. Wealth should be acquired in accordance to 

the teachings of Islam and should be used for the objectives for which it has been 

created.  The prophet is reported to have stated: 

 

This wealth is certainly green and sweet: but he who acquires it rightfully and 

uses it rightfully, for him it is an excellent assistant, while he who acquires it 

without his right, is like one who eats but never satiates.’vi 

 

Though the free market system has been recognized by Islam, it is not to be 

considered sacred and unalterable.  In this respect, its political orientation is neither 
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left or right. The market system is only one way to attain the goals of Islamic society.  

Laissez faire must be modified in order to make it conform to the ideals of Islam. The 

goal of Islamic social capital is to create universal brotherhood community and social 

economic justice. 

 

III. PRINCIPLES UNDERLYING ZAKAT 
 

There are six principles underlying Zakat: 

 

a) The Reduction of the Socio Economic Gap 

b) The Principle of Social Insurance 

c) The Principle of Certainty 

d) The Principle of Convenience 

e) The Principle of Economy 

f) The Principle of Justice 

 

Following our earlier definition of social capital these five principles are behavioral 

norms that both increase the benefits to all of living in society rather than isolation, 

and reduce the costs designing and enforcing laws that moderate conflicts of interest, 

between individuals living together.   

 

a)    The Reduction of the Socio Economic Gap 

 

Zakat aims for the reduction of socio-economic differences by providing support and 

financial help to the have-nots to bring them closer to the haves.  Islam tackles this 

problem with much of its legislation, social institutions and economic directives in 

order to achieve justice both in the distribution of wealth and the distribution of 

income.  

 

‘Whatever booty Allah give to his messenger from city dwellers belongs to 

Allah and to the messenger and to near relatives and orphans and the very 

poor and travelers, so that it does not become something which merely 

circulates among the rich among you.’vii  

 

b)  The Principle of Social Insurance 

 

Zakat is the cornerstone of Islam’s social insurance system.  The mutual insurance 

that Islam ordains goes beyond the mere material aspect to include the spiritual, 

psychological, moral, cultural and civic aspects of a person’s life, and to foster 

solidarity and mutual co-operation among members of Islamic society.  In short, 

mutual social care in Islamic society extends to all branches of human life. The 

concept of equality in the distribution of income and wealth and the concept of 

economic justice does not require that everyone be regarded equally, irrespective of 

his contribution to society.  The religion tolerates some inequalities of income 

because all ‘men are not equal in their character, ability, and service to society’ thus, 

the distributive justice within Islamic society does allow differences in earnings as 
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long as they are in keeping with the differences in the value of the service one 

contributes to society as a whole. 

 

c)  The Principle of Certainty 

 

Stability of the taxation system, like stability of business law, help build confidence 

in the system and its future, and thus in the prosperity of economic activities. Some 

taxation specialists, like Canard, believe that every old tax is good and every new tax 

is dubious.  All the basic rulings of Zakat are fixed and unchangeable by any human 

effort. Knowing these basic ruling is obligatory for every Muslim as part of the 

religion of Islam 

 

d)  The Principle of Convenience 

 

Convenience, the third principle of taxation given by Adam Smith, means that the tax 

and its collection procedures must be made convenient to taxpayers. So they give the 

tax with pleasure and satisfaction, or at least without doubt or inconvenience. 

 

• The Prophets instructions command taking Zakat out of the average 

quality of zakatable assets and not the best of them.   In his instructions to 

Mu’adh, the Prophet (p) says, ‘Avoid the best of their wealth,’ since 

payers usually do not like to give away the best things they own. 

 

• The prophet (p) instructs estimators of Zakat on agriculture to be moderate 

and to estimate on the lower side.  He even orders them to make 

allowances for errors and for fruits used for family and charity. 

 

Zakat payment may be deferred if necessary, whether for individual or general 

reasons, like Umar’s delay of Zakat in the year of the general famine. 

 

e)   The Principle of Economy 

 

The principle of economy means collection costs must be kept at a minimum. These 

costs include what the state pays, such as collectors’ salaries and administrative and 

transportation costs. Zakat, in principle, must be spent in the same locality in which it 

is collected, which economizes on transportation costs.  Zakat officers occasionally 

return with no residual funds since they distributed all proceeds in the same area they 

collected from. 

 

f)   The Principle of Justice 

 

The principle of justice, according to Adam Smith, means that all citizens of the state 

must share in financing government expenditure, each according to his ability, i.e. in 

proportion to his income, which is protected by the state.  This principle is consistent 

with the Shari’a (Islamic law) in general and with Zakat itself. Justice is a general 

principle in Islam. 
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As the religion considers mankind as one family, all its members are alike in the eyes 

of God and before the law revealed by him. There is no difference between one’s 

wealth, one’s status, or one’s color.  The only criterion of a man’s worth is his 

character, ability, and service to humanity.  The holy prophet stated:  “Certainly God 

looks not at your face nor your wealth: instead he looks at your heart and you 

deeds”.viii 

 

IV           COMPATIBILITY BETWEEN ZAKAT AND SOCIAL CAPITAL 

 

Kawachi, Kennedy and Wilkinson (1999) relate the extent of social capital to both 

mortality and income inequality.  They argue that social capital (measured as social 

trust and the extent of membership in associations) is the causative variable and that 

income inequality is a reflection of low social capital.  They conclude that low social 

capital causes increases in mortality.   They further suggest that the large gap between 

rich and poor leads to a breakdown in social cohesion and hence, higher mortality 

through factors such as the rate of homicide (Kawachi, Kennedy and Wilkinson 

1999). 

 

Western and Islamic traditions are both based on a capitalist form of enterprise for 

example in private property and the financial market commercial capital. But western 

social capital is based on secular, efficiency, humanistic, self-utility, and ethical 

behavior kantrain principles. Islamic social capital is based on religious foundation 

embedded in pillars: zakat, faith brotherhood community and justice. But both Islamic 

and western social capital performs some function nor ignores conflict. 

 

a) Universal Brotherhood Community (shared destiny) 

 

“O mankind!  We created you from a male and a female and made you into 

nations and tribes that you may know each other.  Verily, the most honored of 

you before God is the most righteous of you; surely God is knowing, aware”ix. 

 

Islamic society is not bound by any geographical boundaries and encompasses the 

hole of mankind and not any one familial group, tribe or race.  The Qur’an states, 

“say o mankind! Surely I am a messenger of God to you all “x and the prophet 

Mohammed (pub) stated “I have been sent to all alike, the red or the black”xi. 

 

A natural effect of this concept of universal brotherhood, in principle, is mutual co-

operation and help.  The prophet also stated: “Mankind is the family of God and the 

most beloved of them before him is one who is the best to his family….Be kind to 

those on earth and he who is in Heaven will be kind to you”xii. Closely linked to this 

concept of brotherhood is the emphasis on justice. It is declared in the Qur’an to be 

one of the principle objectives of the teaching of all God’s prophets. 
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b) Economic Justice  

 

The concept of brotherhood and equal treatment of all individuals within society and 

before the law is not meaningful unless it’s accompanied by a form of economic 

justice so that everyone gets his dues for his contribution to society as to the social 

product and that there is no exploitation of one individual by another the Qur’an 

urges Muslims to ‘Withhold not things justly due to others’xiii  Implying that every 

individual must get what is due to him, but at the same time should not deprive others 

of their fair share. This warning against injustice and exploitation is designed to 

protect the rights of all individuals in society regardless of whether they are 

consumers, producers, or distributors and to promote general welfare. 

 

The Quran states in Al-Baqara: 

And be constant in prayer, and render the purifying dues; for, whatever good 

deed you send ahead for your own selves, you shall find it with God: behold, 

God sees all that you do.  

With Islam’s intense and unique commitment to human brotherhood, economic 

justice, inequalities of income and wealth are contradictory to its spirit.  These 

inequalities could only destroy rather than foster the feelings of brotherhood that the 

religion tries to create.  Thus, the religion emphasized ‘distributive justice’ of wealth 

and incorporates in its system a method for redistribution of income and wealth.  This 

is done so that every individual is guaranteed a standard of living that is humane and 

respectable, and in harmony with the teachings of Islam. This programme for 

redistribution consists of three parts: 

 

• the teachings imply the rendering of assistance in finding gainful 

employment to those working.   

• it emphasizes the payment of Zakat for redistribution of income from the 

rich Have to the poor Have Not, who because of personal disability, 

handicaps or conditions external to them, are unable to attain a respectable 

standard of living by their own efforts, so that in the words of the Quran: 

‘wealth does not circulate only among your rich’xiv   

• the estate of a deceased person is divided, in accordance with a given 

formula, among a number of individuals in order to intensify and 

accelerate the distribution of wealth in society. 

 

V. CONCLUSION 

 

The inner meaning of Zakat is associated with knowledge expressed mystically by the 

observation ‘Man is asleep, and wakes up only at death’ and the injunction ‘die 

before you die’: both of which are summarized by the Sufic term fana which is the 

necessity, in the process of understanding in the sense of direct perception, to die to 

one plane of understanding, before you can move to the next and in succession, you 

must die to the next.  
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Currently in the west ignorance exists about Islamic economic system but there is a 

desire for increased understanding. Islam has its own well-developed forms of social 

capital, in particular Zakat which is a pillar of Islam. Zakat is social capital in the 

form of social insurance and justice in Islam.  It is mutual insurance that goes beyond 

material aspects to include the spiritual value, psychological, moral, cultural and civic 

aspects of life. It aims to foster solidarity and mutual co-operation among members of 

society. Zakat as such covers the areas called social insurance and security, but the 

ethical principles underlying Zakat cover all forms of mutual social care in Islamic 

society.  

 

Similarly there is a feeling in Islam that its own traditions are unique. The principle of 

justice, which is widely accepted by most states, implies that citizens should share in 

financing government expenditure, each according to his/her ability and in proportion 

to income, which is protected by the state.  This principle is consistent with the 

Shari’a (Islamic law) in general and with Zakat itself. The evolution of the global 

economy as a complex adaptive system has made it increasingly difficult to 

distinguish between Islam and the West.  

 

We argue that the principles underlying Zakat are consistent with any sensible 

conception of social capital. The only economic system that conforms to a certain 

degree to the Islamic way of life is capitalism.  The market mechanism is an 

important part of the Islamic economic system for three reasons.  Firstly, the 

institution of private property is not workable without it.  Secondly, it offers 

consumers a chance to express their desire for the production of goods of their liking 

by their willingness to pay the price.  And finally, it gives resource owners an 

opportunity to sell their resources in accordance with their free will. Though Islam 

recognizes freedom of enterprise, the institution of private property and the profit 

motive, it does not mean that the Islamic system is identical to capitalism, which is 

based on freedom of enterprise.  The difference between the two rests on two 

foundations.  First, though property is allowed, the Zakat system underwrites 

government in its roles of social reformer and mediator.  It also has a moral and 

spiritual purpose, absent in secular societies. The objective of Zakat is to cleanse and 

purify the souls of the rich from selfishness and desire for accumulation. It aims to 

train the rich to sacrifice and contribute to the welfare of other people.  

 

We argue, not that social capital and Zakat are identical, but that both refer to trust, 

concern for one’s associates and willingness to live by the norms of one’s community 

and to punish those who do not: encompassing social justice, fairness and  equality, 

principles underlying modern state.  

 

 

 

 

 

 



 14 

REFERENCES 

 

Ahmad, S. M. (1947) The Economics of Islam: a Comparative Study, Lahore: 

Muhammad Ashraf. 

Al Quaradawi, Y., (1999), Figh Al Zakat A Comparative Study. Dar Al Taqwa 

Limited: London. 

Bernner, R., (2002), Force of Finance: Triumph of the Capital Markets. Texere 

Bourdieu, P., (1985), Social Space and the Genesis of Groups. Theory and 

Society 14, No. 6. Pages 723-744.  

 Chapra, M. U. (2000) The Future of Economics: An Islamic Perspective. The Islamic 

Foundation, Leicester, UK. 

Chomsky. N., (2001), 9-11. Seven Stories Press. 

Coleman, H. S., (1998), Social Capital in the Creation of Human Capital.  American 

journal of sociology 94: S95-S120.  

Fukuyama, Francis, (1995)  Trust.  New York: Free Press. 

Gellner, Ernest., 1992 Postmodernism Reason and Religion, Routledge: London.  

Gintis. H and Bowles, S., (2000), Social Capital and Community Governance. 

Amherst, Massachusetts.  

Huntingdon. S and Berger. P., 2002, Many Globalizations: Cultural Diversity in the 

Contemporary World. Oxford University press Inc,  

Jung, C. G., 1933, Modern Man in Search of a Soul, Kegan Paul: London.  

Kant, I., 1848. Critique of Pure Reason, William Pickering: London.  

Kawachi, I.,   Kennedy, B. P.  and Wilkinson, R. G., (1999),   Crime: Social 

Disorganization and Relative Deprivation.  Social Science and Medicine, 48: 719-

731.  

Knack,   S and Keefer, P., (1997). ‘Does Social Capital Have an Economic Payoff? A 

Cross – Country Investigation’ Quarterly Journal of Economics 112: 1251-1288.  

Khurshid, A. (1994) ‘Islamic Approach to Development’, Islamabad: Institute of 

Policy Studies. 

Lesser, E., 2000, Knowledge and Social Capital, Butterworth Heinemann, Boston.  

Lewis, B. (1994) ‘Islam and the West’.  Rei Edition. Oxford University press. 

Matthews Robin. (2003). Sufi Contemplation And Management: Latifas As Centres 

Of Consciousness in Alkafaji A and Jerry Biberman, Ed. Business Research 

Yearbook, Vol.  IX, McNaughton and Gunn, Saline Michigan. 

North, D., 1990, Institutional Change, and Economic Performance.  Cambridge 

University Press,  

Portes, Alejandro, (1998), Social Capital: Its Origins and Applications in Modern 

Sociology.  Annual Review of Sociology 24, No. 24 1-24.  

Putnam, Robert D., 1993, Making Democracy Work: Civic Traditions In Modern 

Italy. Princeton: Princeton University Press.  

Richerdson, Gail., (2004), Islam and Social policy. Edited by Stephen P, Heyneman. 

Vanderbilt University Press. Nashville, Tennessee, 37235. 

Said. E., 1995, Orietalism: Western Conceptions of the Orient. Penguin Books.  

Said. E., 2002, The End of Peace Process. Granta Book.  

Schumpeter, Joseph A., 1943, Capitalism Socialism And Democracy, Unwin: London.  

Spivak, G. C., (1999), A Critique of Postcolonial Reason: Toward a History of the  



 15 

Vanishing Present.  Harvard University. 

Sokal, A., (1997), What the Social Text Affair Does and Does Not Prove. A House  

Built on Sand: Exposing Postmodernist Myths about Science, edited by Noretta 

 Koertge. Oxford University Press. 

Soros, G. (2003) The Alchemy of Finance: The New Paradigm. John Wiley and Sons  

Inc. 

Stiglitz, J. E. (2003) Globalization and its Discontents. Penguin Books. 

Woolcock, Michael, (1997), Social Capital and Economic Development. Theory and 

Society. Pages 1-57.  
 

NOTE 

 
i We mean by western society: an attitude of mind which we summarize under the 

hading of modernism and postmodernism. We are not referring to geographical 

entity. Clearly the west as geographical entity contains many millions of Muslims.  
ii The collection of fatwa sheikh al-Islam Ibn Taymiyya, col. 25, p.8. 
iii The holy Qur’an 9:103. 
iv The collection of fatwa sheikh al-Islam Ibn Taymiyya, col. 25, p.8. 
v The holy Qur’an 9:103.  
vi Chapra The economic System of Islam, Oxford press, Lahore 1970. 
vii The holy Qur’an 59:7. 
viii ibid page 11. 
ix The holy Qur’an 49:13 
x The holy Qur’an 9:11 
xi Chapra.M. “The economic system of Islam” Oxford press, Lahore, 1970 
xii Chapra.M. “The economic system of Islam” Oxford press, Lahore, 1970 
xiii ibid page 11. 
xiv The holy Qur’an 59:7. 
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