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Zakat and social capital: thoughts on modernism, 
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ABSTRACT
Islam has become a cause of Western anxiety, representing the Other 
and the Shadow. Raising the Shadow to consciousness by directing up 
communication is a matter of urgency. In Western socio-economic 
thought, the spiritual and secular are sharply separated, but in Islam 
they are indivisible. The area of communication chosen in this study’ 
involves religion and social capital. It is emphasized that there are 
relevant connections between the understanding of social capital 
and Zakat. These connections have the potential to provide a more in- 
depth understanding of the economic, social, and spiritual implications 
of Zakat; most specifically, in the Western discourses. This paper out-
lines the spirit of the tension between modernism, postmodernism, 
and Islam. The concept of social capital is delineated, and the main 
features of Zakat (almsgiving) in association with social capital are 
summarized.
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1. Introduction

There is currently a considerable amount of tension between Western and Islamic 
traditions. A large number of scholars consider the two systems to be irreconcilable, 
and that conflict between them is unavoidable (Huntingdon and Berger 2002). 
Huntington (1993, 33–35) claims that ideological and economic reasons will not be 
the main drivers of international conflict in the future; instead, cultural (ethnicity and 
identity) differences will be the major divisions, alongside factions that remain 
“differentiated from each other by history, language, culture, tradition, and most 
importantly, religion.” Although “civilization identity” will become increasingly 
crucial, Huntington predicts that “the world will be shaped in great measure by the 
interactions among seven or eight major civilizations.” When people identify them-
selves as belonging to a different ethnicity or religion, it is inevitable that a “them” vs. 
“us” relationship will emerge.

In the same way that the term “Western” encompasses a variety of values, methodol-
ogies, and traditions (here, modernism and postmodernism, as extremely broad cate-
gories in themselves, are focused upon), Islam too embraces great variety. The greatest 
difference is between Sunnis and Shias, but differences have always existed, just as they 
have in the Christian religion.
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Literalists focus on what they judge to be the letter of Islamic texts, the Quran, the 
Hadiths (the recorded sayings and deeds of the prophet Muhammad (PBUH)); while 
humanists seek the presumed essence, appropriate to spiritual and temporal needs. Often, 
by literalists in both religions, legalistic norms are equated with faith. Greek-inspired 
Muslim philosophers, such as Avicenna, Averroes, and Ibn Arabi, who emphasized 
direct, individual, or mystical perception, are seen as threatening, in the same way that 
Darwin and Freud, for example, are seen as threatening by traditionalists in the West 
(Corbin 1969; Matthews 2003).

This research discusses the relevant connections between social capital and Zakat; 
understanding these ties can reduce the misconception that exists in the West about 
Islam. Zakat and social capital are the sources of behavioral norms that both increase the 
benefits to all living in the society rather than those in isolation, and reduce the costs of 
designing and enforcing laws that address conflicts of interest between individuals living 
together. Aspects of social capital are institutionalized in Islam, especially those con-
cerned with wealth distribution and justice. In this regard, Zakat is the equivalent of 
social capital; its precise meaning is a voluntary transfer of a proportion of income and 
wealth from the rich (Have) to the poor (Have not). Zakat contains more than a social 
utilitarian function, stemming from the differences between a secular and religiously 
driven society; it also exists in more relaxed variants of Islam, such as those practiced in 
Indonesia, West Africa, parts of the Middle East, and in many major cities of Europe and 
North America.

This research claims that the principles underlying Zakat are consistent with any 
reasonable 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 cannot function without it. Secondly, it allows con-
sumers to express their desire to purchase goods of their choice through their 
willingness to pay the price. Thirdly, it gives resource owners an opportunity to 
sell their resources in accordance with their free will. However, although Islam 
recognizes freedom of enterprise, the institution of private property, and the profit 
motive, this does not mean that the Islamic system is similar to capitalism. The 
difference between the two rests on two foundations. First, though the property is 
allowed, the Zakat system underwrites the government in its roles of social reformer 
and mediator. Secondly, it 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 the desire for accumulation; it aims to train them to make financial 
sacrifices and contribute to the welfare of other people.

The approach to Zakat, as set out in the Quran, is in one sense entirely prag-
matic. This holds with respect to paying attention to the individuals’ circumstances. 
Income below the nisab (the minimum level of wealth) is exempted, as are those 
who subsist on a minimum standard of living. According to most scholars, debts 
and production costs are deducted from Zakatable assets; thus, overall wealth is 
maintained.

The authors choose Gellner’s (1992)1 notion of the ideological condition of contem-
porary society, as it makes an essential contribution to understanding the connections 
between Islam and the West; it also illuminates Muslim society, which Gellner regards as 
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unique in its synchronicity of societal culture and the Islamic faith. To carry out the 
authors’ task of establishing common ground, they challenge Gellner’s hypothesis that 
the three current movements – two Western (modernism and postmodernism) and one 
Islam (faith) – are disjoint sets. In the last two decades, this became a widespread 
hypothesis underlying attitudes and policy toward Islam (Lewis 1994). Gellner’s hypoth-
esis was adopted as a source of this study’s null hypothesis because he represents 
a relatively moderate view politically, and a common misunderstanding of both faith 
and postmodernism. It is argued in the present study that his categories of modernism, 
postmodernism, and faith should be seen as having family resemblances (various resem-
blances between members of a family), rather than being mutually exclusive categories.

A lack of references to the role of religion in socio-economic development is identified 
in this research. Most previous studies, although limited, have focused on social capital or 
Zakat separately. This research paper is structured as follows: Section 1 addresses the 
ongoing debate on the clash of civilizations and the general trend of incommensurability 
between modernism, postmodernism, and faith as expressed in Islam. Section 2 provides 
an in-depth analysis of Gellner’s hypothesis that modernism, postmodernism, and Islam 
are disjoint sets. Section 3 presents the literature review, which establishes a background 
of previous studies on the concept of the socio-economic implications of trust and social 
capital. Section 4 emphasizes the relevant connections between Zakat and social capital. 
Section 5 highlights the findings and further discussion on the insights obtained in this 
research.

2. Conflicting paradigms

Gellner (1992) emphasized conflicts between modernism, postmodernism, and faith 
(Figure 1) at the ideological level, regarding them as similar to the irresolvable children’s 
game “scissors, paper, stone”: scissors cut paper, paper wraps stone, stone blunts scissors. 
Gellner acknowledges variations within Western values, but his sentiments prefigure 
more apocalyptic post 9/11 versions (Lewis 1994). For Gellner, irreducible methodolo-
gical tensions exist between:

Figure 1. 
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● Modernism, as expressed in the Enlightenment project that produced modern 
science and technology

● Relativism, as expressed in postmodernism
● Faith, as expressed in fundamentalist interpretations of religion

Gellner’s hypotheses amount to the assertion that the three categories are disjoint sets, 
and that areas A, B, C, and in particular R, are empty sets (Figure 2). His position is 
summarized in the next few paragraphs.

Gellner sketched some defining characteristics of the three opposed phenomena in 
a general way. Modernism was reproduced by the supremacy of knowledge and greediness, 
which has transported excessive capital, but also – according to many authors from many 
different traditions, East and West – a sense of spiritual void. Attitudes, language, and 
discourse color are everything, according to postmodernism. There are a number of truths 
and a few grand narratives that are explanatory in the widest sense (for all times and 
circumstances). Gellner’s view of faith as “belief in the teachings of religion” can be seen 
not only as commitment but also as loyalty to a social order and its values, which can be 
divided into two sets of propositions: 

Proposition 1: Religions are driven by faith, and as such, they are likely to oppose 
materialism.

Proposition 2: The scriptures represent universal truths; thus, they constitute grand narra-
tives for the faithful, and such universal truths are not subject to scientific verification.

With respect to proposition 1, it is argued that religions may be driven by faith, but 
not exclusively so. Faith itself is open to interpretation. Materialism is a very broad 
concept, and religious opposition to materialism is akin to an opposition to con-
sumerism as an exclusive goal. Religions have always performed a social function. The 
social contract governing behavior, including material welfare and distribution of 

Figure 2. 
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income, is a common tradition; and this is the point of Zakat. For example, its 
provision strengthens social capital, as is the case with charity, a spiritual and 
individually purifying function.

It is also argued that except in parodies of religions, Islamic or otherwise, science is not 
anathema to religion. In other words, Gellner’s categories have family resemblances, 
rather than the three paradigms being disjoint sets. Gellner’s argument amounts to saying 
that Figure 2 misrepresents reality, since in essence, he asserts that sets X, Y, and Z are 
disjoint. In recognizing them as having family resemblances, let us begin by agreeing that 
in Figure 2, areas X, Y, and Z are not empty. Then, we focus on areas A, B, and C, and 
especially area R, in which the authors place the institutions of Zakat and social capital.

Gellner is concerned with broad definitions of the three categories, rather than fine 
distinctions. Modernism can be seen in the omnipotence of science, technology, and 
materialism, which has brought great wealth but also, for many Muslims, a sense of 
spiritual void. In understanding positivism as an extreme version of the modernist 
perspective (Ahmad 1947; Chapra 2000; Khurshid 1994), only scientifically verifiable 
truths have meaning, and religion – in particular, faith – is strictly speaking nonsense. 
According to this view, A, B, and R are indeed empty sets.

Relativism is reflected in the postmodern distrust of grand narratives and a rejection of 
the notion that absolute truths exist; it emphasizes the influence of discourse upon reason-
ing and its role in reinforcing power structures. Postmodernists oppose the grand narratives 
and what they see as the search for universal truths in modern science and academia. 
Everything, according to postmodernism, is colored by the attitudes, language, and dis-
course of the observer. Taking an extreme view, perhaps in the perspective parodied by 
Sokal (1997) but unconsciously endorsed by Gellner, A is reinforced as an empty set. So are 
R and C, if one believes that absolute truths are laid down in the scriptures.

Consider the intersection area C, between relativism and religion (here in the form 
of Islam, but our comments are not limited to one religion). Relativism is consistent 
with postmodernism; both are concerned with the exegesis and interpretation of 
texts. The question arises as to the status of interpretation and the interpreter. 
Gellner’s view, that people who are motivated by faith search for a complete truth 
in the scriptures, may be true; but this is not to deny the reality of personal religious 
experience and revelation (James 1936). Those who are driven by faith seek universal 
truth in the scriptures and are likely to oppose the emphasis upon materialism that is 
identified with Western values. Faith is a means of filling a spiritual void; the refuge, 
perhaps, of those who see themselves as marginalized by globalization and Western 
values. Thus, in this interpretation, C is established as an empty set; the emptiness of 
R and B is also reinforced.

Now consider area B. Gellner asserts quite rightly that religions are opposed to an 
emphasis upon materialism to the exclusion of all else. However, they have always been 
concerned (among other things, of course) with laying down the law in a temporal 
sense. Nor are religions altogether opposed to material considerations. Keynes (1998) 
observed that too much inequality under capitalism was not only unjustified but also 
a source of disruption, according to many Prophets (who appear in the Quran, the 
Bible, and the Torah). In particular, the institution of Zakat was created to deal with the 
issue of material welfare. Modernism, as expressed in the Enlightenment project, has 
been associated with technological progress; it has contributed to material welfare and 
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has been welcomed by most religious faiths. Similarly, exegesis and hermeneutics (of 
nature and of texts) are the practice of scholars, whether they are secular, mystical, 
religious, or scientific.

3. The socio-economic implications of trust and social capital

The focal point of this section is the definition of social capital, and to explore its socio- 
economic functions as well as its origins; it also provides some suggestions on how social 
capital can be cultivated based on trust. Fukuyama (1999) defined social capital as “an 
instantiated informal norm that promotes cooperation between two or more indivi-
duals.” Based on the study of Gintis and Bowles (2000, 2), social capital generally refers to 
“trust, concern for one’s associates and willingness to live by the norms of one’s com-
munity and to punish those who do not.” In emphasizing punishment, they provide 
a (perhaps unintentional) Foucauldian twist in their classic definition. Social capital 
describes relationships among people; it focuses on what groups do rather than what 
people own, and on social justice. Social capital is a schema that underlies the develop-
ment of business systems and their norms and behavior. In the global sphere, it is 
underdeveloped: it is confined to co-evolutionary forms that (a) result from the inter-
change between nations and ethnic groups, and (b) hold empires tenuously together.

Khalifa (2016) and Putnam (1993) asserted that norms and trust (Table 1) are the 
sources of social capital. People learn to do the right thing through a process of 
socialization. These deeply internalized norms are called consummatory (in contrast to 
instrumental) by Portes (1998) and emanate 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.

The role of social capital is that of a meta-routine, which constrains the actions of 
individuals and groups in several kinds of exchanges (such as social and economic) to 
a subset of possible actions; namely, those that enable positive-sum games to take place. 
Social capital facilitates linkages in networks when there are gains from such linkages; it 
enables gains from trade to be realized where such gains exist. Since modern capitalism is 
concerned with performativity and competitive advantage, according to this narrative, 
social capital is contained in area A in Figure 2.

Putnam (1993, 167) explained that social capital comprises “features of social organi-
zation, such as trust, norms and networks that can improve the efficiency of the society by 
facilitating coordinated actions.” Ng, Ibrahim, and Mirakhor (2015) claimed that “stabi-
lity of the financial system hinges on restoration of trust, rebuilding of social capital and 
the reform of formal institutions.”

Park, Dizon, and Malcolm (2020) and Miller (1999) maintain that religious founda-
tions are amongst the few that are still trustworthy. In the USA, churches are the most 
common form of association; they provide care, social support, and networks. Beliefs 
shape the level and goals of associative life; they also affect attitudes toward other faiths, 
political priorities, and personal agendas. Churches contribute to social capital forma-
tion, through volunteering, charitable contributions, acts of mercy, and safety nets 
(Miller 1999). Cheng (2020) and (Wood 1997) noted that religious institutions have 
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flourished, whilst others, such as unions, blue-collar workplaces, cultural associations, 
and families, have declined.

Putman (2002) claimed that the vibrancy of US democracy has declined because 
Americans are less inclined to interact with one another than formerly; he associates 
this with their increasing disinclination to trust governments. Social capital promotes 
spontaneous cooperation. Reciprocity denotes the probability that good deeds will not go 
unnoticed; they will be repaid, although the re-payer may not be the original recipient of 
the good deed.

Barro and McCleary (2003; 2006) investigated the correlation between social capital 
(culture and trust) and economic performance; they found an adverse effect of faith on 
financial outcomes. Conversely, Majeed (2019), Estes and Tiliouine (2016) and Sala- 
I-Martin, Doppelhofer, and Miller (2004) studied a sample of 88 countries and found 
a positive correlation between Islam and the average income earned per person. 
Similarly, Noland (2005) maintains that “some commentators have claimed that Islam 
is inimical to growth.”

Lins, Servaes, and Tamayo (2017) and Fukuyama (1995, 26) paid attention to the role 
of trust in social capital, which leads to achievement in contemporary economics; they 
asserted that norms and trust are the sources of social capital: “Social capital is 
a capability that arises from the prevalence of trust in a society or in certain part of 
it . . . Trust is the expectation that arises within a community of regular, honest and 
cooperative behavior, based on commonly shared norms, on the part of other members 
of that community.” In other words, if you expect others to do the regular, honest, and 
cooperative thing, then you trust them. While trust is surely an expectation, it also leads 
to action. However, a person who trusts others will place resources at risk of their 
possible opportunistic behavior.

Table 1. The Origin of Trust
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North (1990) emphasized that the important factor in economic development policy is 
the ability to “trade at a distance with strangers.” The ability of a principal to trust an 
agent can be an important result of social capital; Table 1 shows the origin of trust.

The socio-economic implications of trust and social capital have been the focus of 
many economists (Putnam 1993; Gintis and Bowles 2000; Khalifa 2016; Lins, Servaes, 
and Tamayo 2017), with many recent empirical studies validating that trust and social 
capital conditions are influential in generating positive economic decisions and reducing 
transaction costs. Fukuyama (1995) demonstrated that in wealthy countries such as 
Germany and Japan, commercial relations among individuals tend to be performed 
informally and agreeably on the ground of trust. Trust depends on a culture of shared 
values, behavioral, and individual pillars (Table 1). Without trust, business relationships 
are protected and depend on Legalism or Fajia (the Fa represents realist statesmen, who 
played a major role in the construction of the bureaucratic Chinese empire based on 
social control); this includes sanctions, social pillars, and market institutions.

Granovetter (1973) emphasized that trust and reciprocity are likely to be facilitated by 
frequent contact. Great trust occurs in communities with intensive and frequent contact; 
in homogeneous societies, geographically isolated communities, or on some other basis, 
where sanctions can exist. Modern societies tend to generate thinner forms of trust and 
weaker social ties, though these can be powerful in complex modern societies.

Knack and Keefer (1997) measured the relation between country-level trust and 
economic development. Their finding is: 1 standard deviation (σ) in country-level trust 
will impact at least ½ of an (σ) in economic growth. Lopez-de-Silanes et al. (1997) 
analyzed the impact of trust on selected countries and found that 1 (σ) increase in the 
country’s trust will result in 0.7 of an (σ) increase in the judicial efficiency and reduce 
government corruption by 0.3 of a (σ).

Majeed (2018) and Wolfe (1998) described social capital as a subgroup of civil society and 
what makes civil society work; it binds anonymous individuals together into communal 
relationships. Civil society denotes forms of communal and associative life that are organized 
neither based on self-interest (the market) nor by the coercive potential of the state.

According to the studies of Bourdieu (1985, 1986), social capital is a credential giving 
access to collectively owned credit, namely the capital of social connections, honorability, 
and respectability. Bourdieu explained the different forms of capital – i.e., social, economic, 
and cultural – and attempted to make social capital the basis of social stratification, 
symbolic capital, and critical theories of class. Portes (1998) elaborated this as the capacity 
to obtain benefits via membership of networks and other organizations.

Coleman (1998) stressed that social capital consists of the outcomes for groups, 
organizations, institutions, and societies. They include social obligations and expecta-
tions, which are often reinforced by norms and sanctions, based on forgoing individual 
interests in the interests of the community. The authors of the current study now explore 
social capital in the context of Islam, specifically in Zakat (area R in Figure 2).

4. Zakat as social capital

This research paper focuses on the ways in which Zakat recognizes interdependence and 
bridges the spiritual and the materialistic values. In doing so, the perspectives of Zakat are 
introduced. The authors intend to remind readers of a possibly forgotten perspective: 
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Zakat in relation to social capital, and as a tool for poverty alleviation. What is Zakat? In 
Arabic linguistics, Zakat is the infinitive of the verb zaka, meaning “to grow and to 
increase.” In the sharia (Islamic law), zakat refers to the determined share of wealth 
prescribed by Allah to be distributed among the categories of those entitled to receive.

To avoid spiritual materialism, the act of Zakat must contribute nothing to the social 
capital – or in a manner of speaking, “spiritual” or “soul” capital – possessed by the giver. 
It must be given without the hope of material (or otherwise) reward. In addition, if there 
is a personal reward, this must be returned completely. In all respects, riba (usury) must 
be absent. This, incidentally, is the true interpretation of riba – not the fruitless debate 
about whether or not the real interest rate on debt should be zero.

Zakat 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 jeopardizes 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 responsibility for its 
own welfare.

4.1. Purposes of the law

To allow Zakat to perform its part meaningfully, several scholars (Mustapha 2020; 
Chapra 2000; Khurshid 1994; Tlemsani and Mathews 2013) have suggested that it 
needs to be converted into a perpetual revenue supplement for individuals who are 
incapable of meeting their needs sufficiently from their personal hard work. For others, 
Zakat payments should be used merely as interest-free grants or microfinancing credit, to 
establish microenterprises. Some writers have also proposed that Zakat might be used as 
a countercyclical device by not being totally disbursed during a boom period, so as to 
leave a surplus for use in recession years.

4.2. How is the Nisab calculated?

Nisab is the limit at which taxable Zakat begins, which is sufficient to satisfy the yearly 
necessities of the average family. Wealth must have been in the possession of the owner for 
a full year. The Nisab is not the same in rich countries (UAE or Qatar) as in poor countries 
(Bangladesh, Afghanistan). If it is calculated relatively, how can this be done in the absence 
of detailed data on the allocation of revenue and wealth? And indeed, how can it be 
calculated absolutely unless income and wealth are clearly defined? To address this, the 
calculation includes consideration of the personal circumstances of the Zakat payer.

4.3. Is Zakat a tax, wealth tax or an income?

Zakat is neither an income nor a tax at all, in modern terms. It is an obligatory social tax 
in the form of surplus wealth of lasting value (Friztina, Veni, and Nur 2019; Zayas 1960). 
Zakat is not imposed by the state nor destined for the State; the role of the state is 
supervision rather than control. Thus, the main responsibility falls on the individual not 
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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 principles underlying Zakat support both private ownership and commercial 
capital, which, according to Schumpeter (1943), are foundations of modern capitalism. 
Thus, Zakat embodies the sociocentric function of trying to ensure a fair division of 
income and wealth. 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 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. How can Zakat be related to real estate investments?

● Except for the home one lives in and the office one works in, all real estate 
investments and other fixed assets category are subject to Zakat after one year. 
For example, property purchased with the intention to make profit from reselling, 
and leased property, are subject to payment of 2.5% of the gross annual rent.

● Farming land is exempted from Zakat, regardless of its value. However, Zakat is 
calculated from its produce: for example, 10% if watered by rain, and 5% if irrigated 
through labor.

5. Compatibility between Zakat and social capital

Western and Islamic traditions are both based on capitalist forms of an enterprise; for 
example, private property and the financial market as commercial capital. However, Western 
social capital is based on secular, efficient, humanistic, self-utility, and ethical behavior 
(Kantian principles). By contrast, Islamic social capital is based on a religious foundation 
and is manifested in the pillars of Zakat, faith, brotherhood, community, and justice. Yet, 
both Islamic and Western social capital perform a social role or are used to avoid conflict.

To understand the relationship between Zakat and social capital, first, the question 
must be asked: What is capital? Capital is the source from which a flow emanates. Using 
the terminology of game theory, it refers to a flow of payoffs. Capital is then a source of 
a flow of payoffs that, in present terms, can be distributed among people and stake-
holders. In the first place, we are not talking about monetary payoffs that relate to the 
material world and well-being; the purification of the individual at the level of spirit and 
soul is more important.

Zakat benefits both the giver and the receiver in its instrumental and consummatory 
roles. As such, as a consequence and as a source, it is a kind of social capital, in 
Woolcock’s (1998) terms. Consequently, it results in a stream of benefits for both the 
giver and the receiver. Since Zakat is institutionalized, it is a source of future benefit, 
because it fosters trust and a sense of community in its high role. Zakat is a source of 
spiritual purification, as a result of the payer being materially poorer. Ibn Taymiyya 
(1328) asserted that “The inner soul of the zakat payer becomes better and his wealth 
becomes cleansed.”

Social capital and Zakat lay down rules for the distribution of payoffs from 
a particular source of capital monetary wealth or wealth that may be measured in 
monetary terms. This is perhaps the least important aspect of Zakat, but it is very 
important for social capital. In a perfect system, the distribution would be perfectly 
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decentralized, and there would be no need to incur the costs of state intervention and 
enforcement in welfare. This would be achieved entirely on a voluntary basis. However, 
real societies and human nature rarely conform to such an ideal. Nevertheless, the 
existence of Zakat and a degree of voluntarism go some way, perhaps a considerable 
way, to reducing the costs of creating a degree of fairness and equity in society – which 
is an important function of social capital.

5.1. The reduction of the socio-economic gap

Zakat aims at the reduction of socio-economic differences by providing support and 
financial help to the have-nots, to bring them closer to the haves. To ensure the Zakat is 
received by all the groups classified in the Quran in the early days of the Islamic state, the 
distribution as well as the collection of Zakat was a function assumed and carried out by 
the government. Studying Zakat from the source and distribution points of view, there 
are many positive economic and social effects exemplified in the following points that 
should be considered by modern Islamic states:

(1) The relatively high rate of Zakat imposed on liquid assets encourages those liable 
to pay Zakat to employ their wealth in a profitable manner, such as in business 
ventures.

(2) The principle of taking Zakat from the capital, capital gains, or yields will lead to 
(a) the selection of better and more profitable projects, and (b) greater efforts to 
ensure that the management remains cost-effective, thereby resulting in a higher 
rate of profit.

(3) Variation in the amount of Zakat from one field of economic activity to another 
encourages people to invest their money where the Zakat is taken from the returns 
only.

(4) Variation in the purpose of the investment may enable the same asset to be utilized 
in different fields, as in the case of shares. If they are held for transfer, and profits 
are made from these transactions, then Zakat will be taken from the capital and the 
profit. But it will be deducted from the profit only if the shares are employed in 
long-term projects.

6. Conclusion

Currently, in the West, ignorance about the Islamic socio-economic system exists, but 
there is a desire for better understanding. Islam has its own well-developed forms of 
social capital; in particular, Zakat, which is the third pillar of Islam. Zakat is a social 
capital in the form of social insurance, universal community, and justice. It is mutual 
insurance that goes beyond material aspects to include spiritual values, and the psycho-
logical, moral, cultural, and civic aspects of life. It aims at fostering solidarity and mutual 
co-operation among members of a society. The ethical principles underlying Zakat cover 
all forms of mutual social care in a society.

The case for considering institutionalized Zakat (almsgiving) as a form of social capital 
is undeniable. The Islam religion can be strict in realizing the principle of equality by 
imposing Zakat on every individual, paid to the public treasury; and by working against 
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interest (usury) loans and indirect taxes that are usually imposed on necessities. At the 
same time, this religion stands in support of private ownership and commercial capital. 
Thus, Islam is positioned once more in the middle, balanced between the theories of 
bourgeois capitalism and Bolshevik communism.

The novelty of this research study lies in the fact that it is the first to argue that, although 
social capital and Zakat are not identical, they both refer to the following values: trust, concern 
for one’s associates, willingness to live by the norms of one’s own community and to punish 
those who do not. They encompass social justice, fairness, and equality; principles that 
underlie the modern state. In practice, fundamentalist versions of Islam lie in area Y (Figure 
2); they reject modern science (Area B) and all but their own grand narrative (Area C). Zakat, 
however, is a form of social capital; thus, Area R is a non-empty set. Assent to this view denies 
both Gellner’s relatively harmless “stone, scissor, paper,” tension among modernism, relati-
vism, and faith, and the more harmful resuscitation of Islam as a new Evil Empire.

This research is concerned with helping communities come together to find solutions 
that will result in positive change. The interest shown by governments around the world, 
as regards both the idea of social capital and the role of faith communities, confirms the 
policy relevance of this research, to policymakers who want to increase the stock of social 
capital in a given country.

Note

1. Ernest Gellner was a British-Czech social anthropologist; when he died, he was described by 
The Daily Telegraph as one of the world’s most vigorous intellectuals, and by The 
Independent as a “one-man crusader for critical rationalism”.
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