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The impact of Zakat on income redistribution: An econometric study
in selected Islamic countries during the period 1990-2023
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Abstract:

This study explores Zakat, the third pillar of Islam, as both a
financial worship and a crucial tool in economic activity and social
solidarity. It serves as the core of the Islamic financial system, essential for
redistributing income within society. The research assesses the impact of
Zakat on national income disparity in selected Islamic countries (Sudan,
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Algeria, Yemen, Indonesia, Malaysia, Jordan, Pakistan) from 1990 to 2023.
Findings reveal that while Zakat has a slight adverse effect on the Gini
coefficient, reflecting minimal income disparity reduction, this is due to
only 3% of the potential Zakat being collected. Additionally, the study
highlights a strong direct correlation between inflation rates and the Gini
coefficient, indicating that income inequality widens with rising prices.
Keywords: zakat revenues, income distribution, gini coefficient,
Econometric models. Panel data.
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Resndant Fixed Effeds Tesis
Equaicn Untide

Testcross-sedion xed efizcts

Efects Test Sisashc af Prza
C ecion F {822 0.0001
Cross-sedion Chi-squzars 8 0.0000

Rezicuzl Cross-Secion Dependence Tas
*lul hposhesis Mo crcss-s2cion deoenozrce (zomslabor tin e chizd
zziduals
Equaticr: Unitiz
Zenocs nows

Crass-secions induded: 7 Legrange u Hclls' Tetz fcr Kengom Effect
o < % N Dl s Hes slleicin
1%l 230l unbalanced; aosenEions 3 AMeraadve hypeesas: Two slded (Erevsch Fapan! nd cne zlded
Testemploys certersc come sz compiEc fom pars e samples Gb Sye iy MIVDIRE A
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Tet Stalistic i Frad Crosazseclion. — Time Bt
Breunch-Fagan 9.489401 0.017858 B 07250
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Sesarzn sczled LI 753433 14482 monea 2.242047 0.733823
Sias-orrected scaled LM -1 11024 I0 DHRE) 2
Sesarar CD 0.9513 KT § K PPN T 2042847 - EIRE 15881
0.2093% 00354

Correlated Random Effects - Hausman Test
Equation: Lintitled
Test cross-section random effects
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8-
Series. Slandandized Residuals
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& Maan -1 72e-16
Median 0163834
E =n Maximum 5 485891
& Mremum -4 0&3081
| Std. Dew 2601567
3 —— Skewness 0273125
A Kurtoss 1871430
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