
 

 
AZJAF Vol. 6 No. 1 (2025) Page 191 

 
 
 

DOI: 10.51377/azjaf.vol6no1.206 
 

THE ROLE OF ZAKAT IN THE SOCIO-ECONOMIC 
EMPOWERMENT OF MUSLIM COMMUNITIES IN THE UK: 

CHALLENGES, OPPORTUNITIES, AND FUTURE DIRECTIONS 
 

ABDUL KARIM CHY 

Ulster University 

Email: abdulkarimchy89@gmail.com 

 
A PEER-REVIEWED ARTICLE 

(RECEIVED – 12TH NOV. 2024: REVISED – 29TH JAN. 2025: ACCEPTED – 6TH MAC 2025) 

 

ABSTRACT 

This study explores the role of Zakat in the socio-economic empowerment of 

Muslim communities in the UK. Using a descriptive research design based on 

secondary data from Zakat organizations, government statistics, and academic 

studies, the research assesses Zakat practices, identifies challenges, and proposes 

strategies for improvement. Key findings reveal that Zakat provides critical 

financial relief, with 70% of recipients achieving stability within six months. 

Additionally, Zakat-funded education and vocational training programs have 

reduced unemployment rates by 8% from 2018 to 2023. However, gaps remain 

in achieving long-term economic self-sufficiency due to a focus on short-term 

aid. Challenges include high administrative costs (20–25% of funds) and unequal 

distribution, particularly in rural areas. The study emphasizes the potential of 

Zakat as a tool for poverty alleviation and sustainable development when 

coupled with improved governance, strategic allocation, and technology 

integration. By framing the findings within the principles of Maqasid al-Shariah, 

the research highlights how Zakat aligns with broader goals of justice and equity 

in Islamic social finance. The study contributes to the growing discourse on 

Zakat’s modern applications and offers practical recommendations to enhance 

its impact on poverty reduction and socio-economic empowerment. 

 

Keywords: Zakat empowerment; Socio-economic development; Muslim 

communities UK; Poverty alleviation; Institutional collaboration; Sustainable 
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INTRODUCTION 

Background of Study 

The Stirring also called as Zakat, one of the five fundamental principles of Islam, 

is the compulsory almsgiving, the nature of which is to reduce the inequality in 

the society and distribution of wealth (Machlis, 2023; Walther, 2021). That is why 

it is aimed to help obtain poverty reduction and the improvement of the 

situation with underprivileged population’s elements, ensuring the economic 

equilibrium at the same time. In the past, Zakat was under the control of Muslim 

rulers or some leaders, but in today’s world, Zakat has been administered 

formally, especially in diaspora countries known as the Muslim community of the 

UK. Due to such increased social-economic risks of these communities, and 

considering poverty, unemployment and social exclusion, Zakat empower such 

communities (Widiastuti et al., 2021). 

In the UK more so in the aspect of population growth that is attributed 

to Muslim, the potential of Zakat to act as a tool of change for socio-economic 

advancement is likely to be realized. However, the actual use of Zakat in Muslim 

societies works in problems as institutional, ignorance, and legal constraints. 

Zakat’s part in socio-economic empowerment or disempowerment of Muslim 

communities is an area of study that should not be overlooked and therefore the 

following research questions: 

 

Problem Statement 

While Zakat has the potential of playing a central role in mitigating socio-

economic injustices, Muslim groups across the shoes face a host of challenges in 

harnessing status effectively in the UK(Hassan et al., 2024). The systems adopted 

by various organizations is disintegrated and inadequately linked to the local 

social welfare institutions; and lack of understanding of the broader purpose of 

zakat which extends to its mere religious philosophy. In addition, there are 

compliance issues regarding the legislation of Zakat in those countries that are 

not part of the Organization of the Islamic Cooperation like the United 

Kingdom(Alamer, 2022). 

This research explores area of social-economic development impact of 

Zakat in Muslim country, UK. It aims at learning about the issues that hinder its 

realization in its full potential and emerging gaps that can enhance its 
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contributions to poverty eradication, necessary improvement of community well-

being, and overall economic development. 

 

Research Objectives 

This research aims to explore the role of Zakat in the socio-economic 

empowerment of Muslim communities in the UK, focusing on three core 

objectives: 

1. To examine the current state of Zakat practices among Muslim 

communities in the UK. 

2. To identify the challenges and barriers that limit the effectiveness of 

Zakat in socio-economic development. 

3. To propose strategies for enhancing Zakat's role in empowering Muslim 

communities through better governance, community engagement, and 

institutional collaboration. 

 

Research Questions 

To address the above objectives, the following research questions are posed: 

1. How is Zakat currently practiced and managed within Muslim 

communities in the UK? 

2. What are the key challenges that hinder the socio-economic impact of 

Zakat in these communities? 

3. What opportunities and future directions can improve Zakat’s role in 

promoting socio-economic empowerment? 

 

Significance of the Study 

The study appears to have practical and theoretical implications. In a practical 

sense, it provides ideas about ways through Which the Muslim communities in 

UK can make the best of their Zakat towards social economic issues including 

unemployment, poverty, and inequity. With reference to the challenges and 

opportunities highlighted in this research, implications can be made for leaders 

of communities as well as policymakers and charitable bodies who aim at getting 

the most out of Zakat. On the theoretical front, the research contributes to the 

expanding corpus of work on Islamic finance with specific reference to diaspora 

communities in the developed West. It fills a void regarding the structural 
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possibility of Islamic financial systems in non-Populous Muslim countries as well 

as striving to contribute a discussion to faith-based welfare structures. 

 

Scope of the Study 

The research looks at the socio- economic practices of Zakat among Muslim 

communities in the UK. As such, it is derived from the global approach to the 

implementation of Zakat but focuses on the UK’s issues only. The subject of the 

study is predominantly focused on poverty and economic injustice, which is 

treated by Zakat, while also engaging the potential role of Zakat in the formation 

of social capital and social integration of communities. 

 

LITERATURE REVIEW 

Islam offers a view on money, including ownership, distribution, and 

interpersonal relationships. The Qur'anic verses (2:86, 3:14, 3:117, and 104:1-9) 

describe wealth as something tangible or significant in life. However, the verses 

also provide clear moral rules for acceptable and inappropriate forms of wealth. 

They highlight the importance of generating money via personal choices within 

society norms. Money, according to Islam, is a system of ties between the moral 

law's concepts of justice, fairness, and wealth limits, and it is an essential 

component of both individual and community benefits (Ghoniyah et al., 2024). 

In contrast to failed governments' secularist worldviews, the Islamic 

perspective balances the material and spiritual sides of life. The synthesis 

supports the notion that meeting one's balanced material and spiritual needs is a 

necessity for obtaining true well-being, which includes both mental and physical 

comfort, as well as peace of mind and tranquilly. Putting too much emphasis on 

one at the expense of the other will undoubtedly result in long-term sorrow. 

Islam argues that until the economy is rebuilt around the concepts of goal 

realization and moral values, there would be no moral component to any aspect 

of human activity, and it will be difficult to use resources fairly and effectively, 

even in a material sense (Nurhadi et al., 2023). 

Islamic socialism supports global peace on all fronts. However, Islamic 

teachings on brotherhood and social justice are ineffective without economic 

justice, which ensures that everyone receives fair remuneration for their 

contributions to society or the social product and that no one is exploited by 

another. So, all the resources at our disposal must be used efficiently and fairly to 
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meet everyone's requirements and produce a fair distribution of income and 

wealth. contends that Islam's ability to construct an effective strategy is not just 

dependent on the intrinsic congruence of its aims and worldview. It also outlines 

some of the plan's main components and fully supports them in achieving the 

necessary financial and socioeconomic transformation to meet the objectives. 

Shafiq (1979) identifies four basic and linked components of Islamic philosophy. 

The government should play a supporting and goal-oriented role, the 

socioeconomic and financial systems should be reorganized, and individuals 

should be driven to give their all to achieve the intended goals despite limited 

resources. Islam, therefore, emphasises distributive justice and has a system that 

appears to do the following: (1) provide training and then help those who are 

unemployed and seeking work according to their ability to find gainful 

employment; (2) impose a system of "just" remuneration on those who are 

employed; and (3) mandate insurance against unemployment, occupational 

hazards, and old-age pensions. Two of the five strategies to speed up the 

distribution of income and wealth among members of the Islamic brotherhood 

are to collect and distribute zakat and to follow Islamic inheritance laws. They 

are unable to sustain themselves or maintain a reasonable level of living due to 

physical or mental disability, obsolescence, or both illustrates the objectives of 

Islamic wealth distribution in an eloquent way. According to him, the Islamic 

viewpoint on wealth distribution considers three aspects. The main objective of 

wealth distribution must be to build a natural and practical system that enables 

everyone to function on a regular basis in accordance with his or her abilities, 

aptitudes, choices, and preferences—without the use of coercion or force 

(Warganegara & Samson, 2021). 

People's activities will have the potential to generate more good, healthy, 

and prosperous outcomes. The second purpose is to ensure that everyone 

receives what they are entitled to. The primary concept of Islam in this respect is 

that "wealth" is, in theory, Allah's property, and He alone may offer guidance for 

its correct usage. Islam holds that individuals who have been directly compelled 

by Allah to help others are also entitled to money, not only those who directly 

contributed to its creation. As a result, individuals who are weak, dependent, in 

need, and disadvantaged have the right to wealth. Allah compels everyone who 

generates or inherits money to give a portion of it to the poor and destitute; 

otherwise, they would not have done so because the poor and destitute have a 
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legal right to a share of wealth and should perform their obligation. The third 

and most important goal of wealth distribution, according to Islam, is to allow 

wealth to circulate as widely as possible within society rather than becoming 

concentrated in a small number of hands, thereby reducing the gap between the 

rich and the poor as much as is natural and possible. Islam believes that everyone 

in society has an equal claim to the basic sources of wealth, and so no one 

individual or organisations should be allowed to dominate them. According to 

the Qur'an, "Islam respects resources and labor in a proper manner when human 

engagement is necessary for the development of wealth when a man generates 

some type of wealth by committing his resources and labor. This is deployed and 

recognises man's claim of property in the wealth produced." This means that 

wealth should not become, nor should prosperity be limited to the wealthiest 

among you alone (Facon, 2023; Nurunnabi et al., 2020). 

Islamic social capital seeks to construct a fair global society in both 

social and economic spheres, based on the first of these three wealth distribution 

approaches.  

 

Zakat System in Islam  

Zakat, one of the five pillars of Islam, is a mandatory form of almsgiving that 

seeks to reduce wealth inequality and ensure social justice. The Quran 

emphasizes Zakat as a means to purify wealth and assist the needy, stating: “Take 

from their wealth a charity by which you purify them and cause them to grow” (Quran 9:103). 

Eligible recipients of Zakat are outlined in the Quran: “Alms are for the poor and the 

needy, those employed to administer it, those whose hearts need reconciliation, to free slaves and 

those in debt, for the cause of Allah, and for the traveler in need” (Quran 9:60). The 

Prophet Muhammad (peace be upon him) further highlighted Zakat’s role in 

community welfare, saying, “The upper hand is better than the lower hand” (Sahih al-

Bukhari), encouraging Muslims to support others financially. Unlike voluntary 

charity (Sadaqah), Zakat is obligatory for Muslims who meet the minimum 

wealth threshold (Nisaab). It serves as a structured mechanism to alleviate 

poverty, reduce social disparities, and promote economic stability while 

reinforcing community solidarity. 
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Theoretical Framework: Maqasid al-Shariah and Socio-Economic 

Empowerment 

Maqasid al-Shariah, or the higher objectives of Islamic law, provides a 

comprehensive framework for understanding the role of Zakat in socio-

economic development. These objectives ensure justice, equity, and public 

welfare. The five core objectives of Maqasid al-Shariah are: 

 

1. Preservation of Religion (Deen) 

2. Preservation of Life (Nafs) 

3. Preservation of Intellect (Aql) 

4. Preservation of Wealth (Maal) 

5. Preservation of Lineage (Nasl) 

 

In the context of this study, Zakat aligns most closely with the 

preservation of wealth (Hifz al-Mal). By redistributing wealth to the less 

privileged, Zakat reduces socio-economic inequalities and empowers individuals 

to achieve financial stability. Zakat’s functions also contribute to: 

 

▪ Hifz al-Nafs (Preservation of Life): Through poverty alleviation 

programs such as food distribution and healthcare support. 

▪ Hifz al-Aql (Preservation of Intellect): By funding education and 

vocational training for the underprivileged. 

▪ Hifz al-Mal (Preservation of Wealth): By addressing income inequality, 

offering debt relief, and supporting sustainable development initiatives. 

 

This framework allows the study to explore Zakat as a tool for achieving 

economic justice and sustainable socio-economic empowerment in Muslim 

communities in the UK. By grounding the analysis in Maqasid al-Shariah, the 

study contributes to the literature on Islamic social finance and its application in 

contemporary socio-economic contexts. 

 

METHODOLOGY 

Introduction 

This section outlines the research methodology adopted to analyze the role of 

Zakat in the socio-economic empowerment of Muslim communities in the UK. 
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Unlike primary data collection, this study relies on secondary data obtained from 

various sources, including reports from Zakat organizations, government 

statistics, and academic studies. The section details the research design, data 

collection methods, data analysis techniques, and ethical considerations involved 

in using secondary data. 

 

Research Design 

The study adopts a descriptive research design, utilizing secondary data to 

explore the impact of Zakat on socio-economic empowerment. This approach is 

suitable because existing data sources offer valuable insights into Zakat’s 

effectiveness, scope, and distribution patterns. By reviewing and analyzing 

previously collected data, the study identifies trends, outcomes, and challenges 

associated with Zakat implementation in the UK (Pettinato, 2021). 

The use of secondary data allows the research to cover a broader scope and 

include data from various Zakat organizations and government agencies without 

the time and resource constraints of primary data collection. 

 

Data Collection Methods 

Sources of Secondary Data 

The secondary data used in this study was gathered from a variety of credible 

sources, including: 

Zakat Institutions’ Reports: Annual reports from UK-based Islamic 

charitable organizations such as the National Zakat Foundation (NZF), Muslim 

Charities Forum (MCF), and other local charities that manage Zakat collection 

and distribution. 

Government and Public Data: Data from UK government sources, such 

as the Office for National Statistics (ONS), which provide information on socio-

economic conditions, poverty levels, unemployment rates, and the economic 

status of Muslim communities (Husain, 2022; Khalid, 2023). 

Academic Research and Articles: Peer-reviewed articles and academic 

studies that examine the socio-economic effects of Zakat in various contexts, 

particularly within minority communities in Western countries like the UK 

(Ouedraogo, 2019). 
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International Zakat Organizations: Reports from international Zakat 

bodies, such as the World Zakat Organization, offering insights into global best 

practices and benchmarks for Zakat effectiveness. 

 

Data Types 

The types of secondary data analyzed in this study include: 

▪ Financial Data: Figures detailing the amount of Zakat collected and 

distributed by UK-based Zakat organizations over the past 5-10 years. 

▪ Poverty and Unemployment Statistics: National and regional data on 

poverty rates and unemployment among the UK’s Muslim population, 

cross-referenced with Zakat distribution areas. 

▪ Impact Reports: Information on the outcomes of Zakat projects, such 

as the number of beneficiaries, sectors supported (e.g., education, 

healthcare, housing), and financial aid provided. 

▪ Case Studies: Specific examples of Zakat-funded initiatives that 

demonstrate how Zakat has helped individuals or communities achieve 

socio-economic empowerment. 

 

Sampling Techniques and Participant Criteria 

While the study does not involve primary data collection, it adopts purposeful 

sampling to ensure the credibility and reliability of secondary data sources. The 

sampling techniques and participant criteria are described below: 

 

▪ Sampling Techniques: 

▪ Reports, data sets, and studies were selected based on their 

relevance, credibility, and comprehensiveness. Reputable 

sources like NZF, MCF, and government agencies were 

prioritized to ensure the accuracy of the findings. 

▪ Data selection also considered diversity in regional Zakat 

practices, focusing on various urban and rural areas in the UK. 

 

▪ Criteria for Selecting Participants (Case Studies): 

▪ Case studies focused on Zakat beneficiaries who demonstrated 

measurable socio-economic improvements, such as: 
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i. Transitioning from welfare dependence to employment or 

self-sufficiency. 

ii. Gaining access to housing, healthcare, or education through 

Zakat-funded programs. 

iii. Benefiting from vocational training or financial literacy 

programs funded by Zakat institutions. 

 

This targeted approach ensured that the study highlights the tangible 

impact of Zakat programs on real-life beneficiaries while reflecting broader 

socio-economic trends. 

 

Case Study Selection 

In addition to analyzing secondary data, the study incorporates case studies of 

two leading Zakat organizations in the UK: the National Zakat Foundation 

(NZF) and the Muslim Charities Forum (MCF). These organizations were 

selected based on: 

• Their prominence and role in Zakat collection and distribution across 

the UK. 

• Availability of detailed reports and data on their programs and 

initiatives. 

• Their diverse operational models, allowing for a comparative analysis of 

urban-focused and network-based approaches. 

 

Data Analysis 

The analysis of secondary data follows a content analysis and statistical analysis 

approach to extract meaningful insights from the reports, figures, and case 

studies. 

 

Content Analysis 

Content analysis was used to review qualitative reports and case studies provided 

by Zakat organizations and government bodies. This process involved 

identifying key themes, such as: 

i. The effectiveness of Zakat in reducing poverty. 

ii. Areas of need where Zakat has made a significant impact (e.g., 

education, debt relief, housing). 
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iii. Challenges and limitations in Zakat distribution (e.g., administrative 

issues, funding gaps). 

 

Statistical Analysis 

Statistical analysis was used to evaluate the quantitative data obtained from Zakat 

organizations and government sources. This included: 

i. Trend Analysis: Assessing the growth in Zakat collection and 

distribution over time, and its correlation with poverty reduction and 

improved socio-economic conditions within Muslim communities. 

ii. Comparative Analysis: Comparing the socio-economic status of Zakat 

beneficiaries before and after receiving aid, using available poverty and 

employment data. 

iii. Impact Assessment: Calculating the percentage of Zakat funds allocated 

to various sectors (education, healthcare, welfare), and evaluating their 

effectiveness in improving socio-economic indicators. 

 

Ethical Considerations 

While secondary data collection poses fewer ethical risks than primary data, 

certain considerations were addressed to ensure the integrity and reliability of the 

research: 

▪ Data Source Credibility: Only data from reputable organizations and 

official sources, such as government bodies and established Zakat 

organizations, were used. 

▪ Data Interpretation: Care was taken to avoid misinterpreting or 

misrepresenting the findings from the secondary data. Where necessary, 

data was cross-verified with multiple sources to ensure accuracy. 

▪ Confidentiality: Although secondary data is generally publicly available, 

sensitive information regarding individuals in case studies or specific 

data sets was treated with confidentiality, and personal identifiers were 

removed or anonymized where applicable. 

 

Limitations of Secondary Data 

While secondary data provides a cost-effective and timely means of gathering 

information, certain limitations should be acknowledged: 
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Data Availability: Not all relevant data may be available, particularly 

regarding the detailed socio-economic conditions of Zakat recipients. In some 

cases, data on Zakat's impact may be fragmented or incomplete. 

Data Consistency: Variations in reporting standards among different 

Zakat organizations may lead to inconsistencies in data quality. Some 

organizations may provide detailed financial breakdowns and impact 

assessments, while others offer only general summaries. 

Lack of Control Over Data Collection: As the study relies on data 

previously collected by other organizations, there is no control over the methods 

used to gather this data. This may affect the reliability of certain figures or 

reports. 

 

Conclusion 

This section has outlined the methodological approach used to explore the role 

of Zakat in the socio-economic empowerment of Muslim communities in the 

UK, relying on secondary data sources. By analyzing data from Zakat 

organizations, government reports, and academic literature, the study aims to 

provide a comprehensive view of Zakat's impact on poverty alleviation, financial 

inclusion, and overall socio-economic empowerment. The section also highlights 

the importance of ethical considerations and acknowledges the limitations 

inherent in using secondary data. The next section will present the analysis and 

discussion of the findings based on this data. 

 

RESULTS AND DISCUSSION 

Introduction 

This section introduces the findings obtained from the secondary data used and 

unfolds the analyses as applied to the socio-economic emancipation of the 

Muslims in the UK via Zakat. The information comprises the overall as well as 

the annual statistics on zakat revenue, zakat spending, and financial and social 

returns for issues like poverty, unemployment and more. The findings are then 

grouped under broad categories like the financial inclusion potential of Zakat, 

effects and poverty alleviation and issues with efficient implementation. 
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Financial Legal Aspect of Zakat Collection and Distribution 

Zakat Collection Trends 

Many UK-based Islamic charitable organisations have been receiving increased 

amount of Zakat over the past decade. According to the present statistics of 

various leading organisations including National Zakat Foundation (NZF), there 

is a constant rise in the amount of donations in every calendar year, proving the 

increasing consciousness and inclusion of the devout community of Muslims in 

the United Kingdom. 

▪ Zakat Collection (2015-2023): Approximately, Zakat collection that has 

risen from £ 3 million in 2015 to £ 12 million in 2023. 

▪ Annual Growth Rate: The study found that in the case of Muslims in 

the UK, an average annual growth rate of 15% was there that the 

contribution of Muslims towards Zakat has been on the rise. 

 

These attributions are strongly allied to the existence of communication 

campaigns, the payment methods that includes digital platforms, and the 

mosques and other charitable organisations which encourage people to pay their 

Zakat with regular base. 

This section describes how zakat is distributed based on percentages as 

follows. An evaluation of how Zakat funds have been distributed in different 

sectors to reveal the most funded sectors was done. According to the NZF 2023 

Annual Report, the primary areas of Zakat allocation were: 

▪ Poverty Alleviation and Welfare (50%): This encompasses, cash 

transfers to families and individuals considered to be in the low-income 

bracket or even the extreme poor. 

▪ Education and Skills Development (20%): Including financial support 

for scholarship schemes, training and skills development schemes 

intended to enhance employment prospects. 

▪ Debt Relief (15%): Credit products and debt management for personal 

credit as a social finance provision for individuals who are financially 

vulnerable and may suffer from credit exclusion. 

▪ Housing Support (10%): Shelter sometimes means provision of support 

to anyone in need of a home/ shelter or who is homeless. 

▪ Healthcare (5%): Medical aids – low income families medical expenses 

and health care facilities. 



 

 
AZJAF Vol. 6 No. 1 (2025) Page 204 

 

This division shows that emphasis is made on the basic call as a 

fundamental purpose of Zakat that instils basic human needs among the 

members of society. 

 

Zakat and Its role towards Poverty Reduction 

Poverty Reduction Progress among Muslim Communities 

From the above discussion one of the main purposes of zakat is to help 

eliminate or address the issue of poverty especially among Muslims. To some 

extent, the research conducted on the aspects of government and charity data 

privation has also revealed that Zakat has been instrumental in this respect to 

some extent. 

▪ Poverty Reduction Data: In a report by the Muslim Charities Forum 

(2022), 70% of the receivers of Zakat were able to correct their financial 

status for the worse within 6 months of receiving Zakat assistance. Of 

them, 40 percent managed to move from state dependent welfare 

benefits programs and get jobs or generate their own sources of income. 

▪ Income Increase: According to the study, the overall earnings of Zakat 

beneficiaries were enhanced by 15% in one year mainly through Zakat 

employment training schemes. 

 

These pieces of data imply that Zakat is promising an empowering tool 

to prevent such relations imbursement and render people economically 

independent. 

 

Addressing Unemployment 

A greater effect on the Muslim community has been the reduction in 

unemployment that has taken root through Zakat. Through endowed education 

and skills funding, Zakat institutions have empowered many people to find jobs 

and thus enhance their prospects for permanent employment. 

▪ Employment Statistics: As later disclosed by the National Zakat 

Foundation report of 2021, 35% of received Zakat money was used for 

paying fees for vocational training or educational courses. Of these, 60% 

got employment or were engaged in a business, within the first year after 

completing the training. 
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▪ Unemployment Rate Decline: The unemployment characteristics of the 

Zakat recipients are confirmed by the survey, according to which the 

unemployment rate has decreased by 8% from 2018 to 2023 based on 

the ONS data, which points to the effectiveness of the programs 

financed by Zakat. 

 

This points towards the fact that Zakat is not only trying to fill urgent 

monetary requirements but also to distribute funds for long-term sustainable 

development by promoting job opportunities and minimizing unemployment 

status. 

 

Barriers to Zakat Administration 

Zakat administration in the UK faces several challenges that hinder its potential 

to fully address poverty and empower Muslim communities. Key barriers include 

unequal distribution policies, a lack of long-term financial planning, high 

administrative costs, and limited outreach to rural areas. These issues, if 

unaddressed, reduce the overall effectiveness of Zakat in achieving socio-

economic development. Table 1 provides a summary of these barriers, followed 

by a detailed discussion in the subsections below: 

 

Table 1: Key Challenges in Zakat Administration in the UK 

Challenges Description Impact 

High Administrative 

Costs 

20–25% of Zakat funds 

are spent on operational 

expenses. 

Reduce the amount 

available for direct 

assistance. 

Short-Term Focus 

Most Zakat programs 

prioritize immediate 

financial aid over 

sustainable solutions. 

Beneficiaries remain 

dependent on aid instead 

of achieving self-

sufficiency. 

Unequal Distribution 

Zakat allocation favours 

urban areas, leaving rural 

communities 

underserved. 

Limited impact in 

regions with high 

poverty but low 

institutional presence. 

Lack of Financial 

Planning 

Zakat organizations do 

not always provide long-

Missed opportunity for 

economic 
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term financial literacy or 

microfinance support. 

empowerment. 

Limited Transparency 

Some organizations lack 

clear reporting on fund 

allocation and impact. 

Reduces donor trust and 

affects Zakat collection. 

 

Unequal Distribution Policies 

Based on the analysis of the secondary data, there are three major challenges 

reported, of which the erratic policy of distributing Zakat. Some Zakat 

institutions are more efficient in terms of identifying target beneficiaries than 

others may have weak administrative procedures. 

Administrative Costs: The Muslim Charities Forum (2021) revealed that 

some of the Zakat organisations use as much as 25% of the collected Zakat for 

administrative expenses therefore reducing the disbursement to deserving 

beneficiaries. 

Geographic Disparities: The distribution and allocation of zakat in 

Malaysia are somewhat uneven today and depend heavily on the development 

level of regions, and it is even higher in urban areas compared to rural areas. It 

means there are some communities without proper access to funds even if such 

funds are available. 

Such results have implications for emulating best practices in the 

management of Zakat funds to ensure delivery to deserving needy recipients 

irrespective of their geographical location. 

 

Limited Financial Planning for The Future 

Despite the success stories experienced with Zakat where some IDPs have been 

able to get short-term financial needs met, there is no long term financial 

planning among many programs that are supported by Zakat. This hampers the 

ability of Zakat in bringing about the kind of transformation to the society’s 

economy. 

Short-Term Focus: Many programmes started and run by Zakat 

organizations provide handouts that do not address the need to develop 

sustainable strategic plans focusing on issues such as employment generation, 

financial literacy, and support of small businesses. 
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Dependence on Zakat: This way recipients may end up relying on Zakat, 

but they fail to get the help that they need for them to stand a better chance of 

establish a source of income. 

The data suggests that while Zakat is effective in addressing immediate 

needs, its long-term potential remains underutilized. More focus should be 

placed on sustainable development initiatives. 

 

Opportunities for Improving Zakat’s Impact 

Despite the challenges discussed in the previous section, Zakat holds significant 

potential as a tool for socio-economic empowerment when paired with effective 

strategies and innovative approaches. By leveraging technology, fostering 

collaboration, and adopting long-term planning, Zakat institutions in the UK can 

maximize their impact on poverty alleviation and financial inclusion. This section 

explores key opportunities for enhancing Zakat’s effectiveness, focusing on 

digital transformation, public-private partnerships, data-driven decision-making, 

and awareness initiatives. Table 2 summarizes these opportunities and their 

potential benefits before the detailed discussion. 

 

Table 2: Opportunities for Enhancing Zakat’s Impact 

Opportunities Description Potential Benefits 

Digital 

Transformation 

Online Zakat platforms and 

blockchain for transparency. 

Increased efficiency, donor 

confidence, and better fund 

tracking. 

Long-Term 

Economic 

Planning 

Entrepreneurship training 

and microfinance initiatives. 

Reduces long-term 

dependency and promotes 

self-sufficiency. 

Public-Private 

Collaboration 

Coordination between Zakat 

institutions and government 

agencies. 

Improved resource allocation 

and targeted poverty 

alleviation. 

Data-Driven 

Decision 

Making 

Using analytics to assess 

socio-economic needs and 

fund impact. 

More strategic and effective 

Zakat distribution. 

Enhanced 

Awareness & 

Education 

Educating donors and 

recipients on Zakat’s socio-

economic role. 

Increased engagement, 

funding, and more informed 

beneficiaries. 
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Digital Transformation and Efficiency 

The digitization, therefore, presents Zakat organisations as a window of 

opportunity to enhance the efficiency of their collection and distribution. Using 

the internet, more money can be accounted for and reports made more 

transparent, and the large population can be reached. 

Digital Platforms: Nowadays more and more people prefer to pay for 

Zakat via electronic means, which makes the process accessible to Muslims all 

over the United Kingdom. NZF Annual Report 2023 reveals that 70 percent of 

Zakat payments were done online, and advanced statistics predict the rise in 

following years. 

Blockchain for Transparency: Some are using blockchain technology to 

enhance probabilities of increasing the transparency, and thus minimize cases of 

misappropriation of funds. 

As mentioned above, the company has the following five strategic goals: 

It is therefore a huge possibility that coordination with government departments 

could help magnify the effect or use of Zakat by synchronizing it to other 

general poverty reduction strategies. This way the neediest and most vulnerable 

population could be directly determined by local councils and welfare 

departments and the process of duplication averted. 

Public-Private Partnerships: Muslim Charities Forum has recently stated 

in 2022 that there is need for enhanced partnership between Zakat organizations 

and governments to ensure improved and efficient channeling of Zakat 

resources. 

 

Case Studies of Zakat Organizations in the UK 

To provide a more focused analysis of Zakat’s role in socio-economic 

empowerment, this section examines the operations of two prominent Zakat 

organizations in the UK: the National Zakat Foundation (NZF) and the Muslim 

Charities Forum (MCF). These case studies highlight the best practices, 

challenges, and areas for improvement in Zakat governance and impact. 
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Case Study 1: National Zakat Foundation (NZF) 

Overview: The National Zakat Foundation (NZF) is one of the largest and most 

recognized Zakat organizations in the UK, focusing on poverty alleviation and 

socio-economic development in urban Muslim communities. 

 

Key Initiatives: 

▪ Poverty Alleviation: NZF allocates approximately 50% of its annual 

funds toward poverty alleviation. Programs include direct cash transfers 

to low-income households and financial aid for essential needs such as 

food, rent, and utilities. 

o Example: In 2022, NZF disbursed £8 million in direct aid, 

supporting over 15,000 individuals. 

▪ Vocational Training and Education: Another 20% of its funds go 

toward education and skills development, aiming to improve 

employment opportunities. 

o Example: The 2021 "Skills Empowerment Program" helped 40% of 

participants secure employment within six months. 

▪ Housing and Debt Relief: Programs include housing support for 

homeless individuals and debt repayment assistance, with 15% of funds 

allocated for these purposes in 2023. 

 

Challenges Identified: 

▪ High Administrative Costs: NZF reports that approximately 20–25% of 

its funds are used for operational expenses, limiting the funds available 

for direct aid. 

▪ Limited Geographic Reach: While successful in urban areas, NZF faces 

challenges in extending its services to rural and underserved regions. 

 

Case Study 2: Muslim Charities Forum (MCF) 

Overview: The Muslim Charities Forum (MCF) acts as a network for UK-based 

Islamic charities, helping them improve governance, operational efficiency, and 

collaboration. 
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Key Initiatives: 

▪ Collaboration Across Charities: MCF helps smaller Zakat organizations 

streamline their operations and provides training in efficient fund 

management. 

o Example: MCF's 2022 “Better Together” initiative brought together 

12 regional Zakat organizations, resulting in the creation of a 

centralized platform for donations. 

▪ Targeted Poverty Reduction: MCF focuses on identifying gaps in 

services, particularly in rural areas where Zakat organizations have 

limited reach. 

o Example: In 2021, MCF conducted a survey in northern England 

that led to a pilot project addressing rural poverty, impacting 2,500 

households. 

 

Challenges Identified: 

▪ Data Collection Issues: Many smaller organizations lack robust data 

collection systems, making it difficult to track the long-term impact of 

Zakat. 

▪ Dependence on Volunteers: Smaller member organizations face 

operational challenges due to reliance on part-time volunteers rather 

than full-time staff. 

 

Conclusion 

This paper concludes that the Zakat contribution process has helped responded 

positively to the purpose of Socio-economic Empowerment, more specifically 

towards poverty reduction and employment within the Muslim communities in 

the UK. Still, they have the problem of distribution efficiency and the effective 

sustainability of Zakat-funded programs. The Zakat organisations should 

continue to harness the power and potential of digital technologies in their 

operations and communicate better with government organisations to improve 

on their effectiveness in creating positive socio-economic transformation for the 

Muslims living in the UK. 
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CONCLUSION AND RECOMMENDATIONS 

This section offers a synthesis of the research on a proposal of the supporting 

and empowering function of Zakat for Muslims in the UK. It provides 

recommendations considering the discussion of challenges and opportunities 

discussed in previous section majoring in enhancing effectiveness and 

sustainability of Zakat. At the end of the section, the authors outline possible 

directions for further research in this field. 

 

Contribution to Islamic Social Finance Literature 

The findings of this study contribute to the broader discourse on Islamic social 

finance in the following ways: 

i. Operationalizing Zakat for Modern Societies: The study demonstrates 

how Zakat organizations in the UK are modernizing traditional Islamic 

financial systems to address socio-economic challenges, such as poverty 

and unemployment. This includes the use of digital platforms for Zakat 

collection and disbursement, ensuring greater efficiency and inclusion. 

ii. Bridging Gaps in Governance and Administration: By identifying issues 

such as high administrative costs and regional disparities in Zakat 

distribution, the study highlights the need for improved governance and 

transparency. These findings contribute to ongoing discussions on 

optimizing Zakat's role in Islamic social finance. 

iii. Advancing Long-Term Sustainability in Zakat Programs: The study 

advocates for a shift from short-term aid to long-term socio-economic 

empowerment. Recommendations include supporting entrepreneurship, 

financial literacy, and microfinance initiatives, which are vital for 

sustainable poverty alleviation. 

iv. Faith-Based Development Models: This research reinforces the idea that 

Zakat is more than a charitable obligation; it is a faith-based tool for 

socio-economic development. By aligning with the United Nations 

Sustainable Development Goals (SDGs), the study highlights Zakat’s 

potential for fostering economic inclusion and reducing inequalities. 

v. Technology Integration in Islamic Social Finance: The findings 

emphasize the role of digital platforms and technologies, such as 

blockchain, in enhancing transparency and accountability in Zakat 
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administration. This aligns with broader trends in the digitization of 

Islamic finance. 

 

Recommendations 

Based on the findings of the study, several recommendations are proposed to 

enhance the effectiveness of Zakat in socio-economic empowerment: 

i. About high administrative costs, Zakat organizations should streamline 

their activities, especially, using technology means. This could include 

the automation of administrative functions in relation to applications, 

funds distribution and reporting on impacts made. Introduce technology 

to minimize overhead expenses and thus spend more on recipients. 

ii. In the process of implementing power to end VAW, the following key 

strategies have been realized: 3.2 Long-term empowerment. Whereas 

Zakat has begun demonstrating efficiency in offering urgent sources of 

aid, there is a necessity for programmes that can enable long-term 

financial independence. This could be through entrepreneurship 

training, provision of extends financial literacy and provision of micro 

finance to enable individuals to be economically independent 

iii. Devise changes in structuring Zakat programs away from only 

addressing short-term needs and include concepts of entrepreneurship 

and financial planning. 

iv. In the light of these geographic disparities, there is a need that Zakat 

organizations should use better analytical techniques to pinpoint areas of 

less Zakat outreach. Engaging the local government agencies and 

partnering with relevant community-based organizations would ensure 

that zakat gets to the rural areas and points of development. 

v. Introducing blockchain technology regarding the distribution of Zakat 

may add credibility in the way it is utilized, since the donors will be able 

to note the way it is used and see to it that it gets to the deserved parties. 

vi. It is equally important to consider the possible application of block 

chain or other digital tracking systems in improving the transparency 

and accountability of Zakat distribution. 

vii. Working with governments and other businesses plays a role in 

increasing the effectiveness of Zakat by linking it to other initiatives that 

aim at empowering the poor. They can also assist in managing some of 
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the administrative issues that are encountered by the small Zakat 

organizations. Encourage public private partnership to synchronize 

Zakat efforts with government poverty reduction efforts and to increase 

the sustainability of Islamic charity endeavors. 

 

Direction for Further Research 

While this study has provided valuable insights into the role of Zakat in socio-

economic empowerment, several areas remain underexplored and warrant 

further research: 

i. Impact of Zakat on Financial Inclusion: Future research could extend 

on the topic of the role of 

ii. Zakat in the financial inclusion which may include access to basic 

financial services, such as banking, credit and other financial facilities 

mostly for underprivileged groups. 

iii. Comparative Studies on Zakat Efficiency: Cross-country analysis of how 

different Zakat systems are functioning in different countries, be it in 

the Islamic world and among the western countries like UK could shed 

light on how zakat can bring the maximum socio-economic returns. 

iv. Role of Zakat in Social Cohesion: Other studies could explore the role 

of Zakat in integrating Muslim communities and understanding the 

impacts on relations between Muslims and the rest of society. 

 

Conclusion 

Zakat has been established as a powerful weapon in the fight against poverty and 

joblessness amongst the Muslims of the United Kingdom. Nonetheless, 

persisting issues when it comes to delivery revolve around questions of the 

equitable deployment of resources, coverage to all counties in the most timely 

and cost-effective manner, and the problems of short termism where financial." 

Non-problems which need improvement include problems arising from lack of 

awareness or understanding of existing problems; inefficiencies that are hard to 

observe and quantify as well as failures. By adopting digital tools, fostering 

public-private partnerships, and emphasizing long-term empowerment, Zakat 

organizations can further enhance their impact and contribute to the socio-

economic development of Muslim communities in the UK. 
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