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1. Palustan' Movmg Toward_; Lo '
|1 an Islamic Economy E I (R e
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t l . i }v . b
Presrdent :Zra has taken the ﬁrst steps to reshape Pakrstan (] economy along

Iyslamrc lines| The budget for the ﬁscal year that began onlJ uly 1980
rncludes perlrsrons for 1mplementmg Koran-based taxes on wealth and
agrrculture. Both taxes are tradrtronal lslamrc tools for redistributing wealth
and for drsrlzouragmg hoardlhg | Under Islamrc law, proceeds of the taxes can
ed only for| assr.,tmg the needy : - |

T JNE B

H . | |
Zia is also estabhshmg mterest

free bankrng, another cardrnal element of an
Islamrc eoonomy Isl 1mabad is mtroducmg an mterest-l' ree system in several

1 areas of l' ance ‘and iz eslablrshmg facrlmes for acceptmg interest- free bank

any Mushms mterpret ‘the Koran as prohrbrtmg all mterlest and

prof' ts—and losses--[-mstead of being

A
' deposrts|
mstructmg those who lend to share in

- | c

I l ] 1 a ﬁ);ted return m‘ mteretst
i l ! n * l [
omplementmg these meashrls, the governmcnt is rntroducmg a type of
mterest-ﬁee bond and is exem ting compames fronl income tax if they are
orgamzed along tradrtlonal lsl..lmlé lines and if 90 percent of their income is
o dlstlrl}mted| to partrcrpan the company - i ': B § i
fpd N | X o .
. | I ‘
It s, unclear how far and ho

fast Zla mtends to moye the econumy closer to

. the Islamrc patt]ern, partly hecausel any definition of an Islamic economy is

Shia mmonty’, which comprtses some 20
ted Mu*' im p0pulatron, has already resrsted

g hlghly subjectr\lle Pakrstan i
percent of the Sunm-domm

| some of the new measures. Nevertheless, Zra beheves the new measures will
¥ strengthen his lLlamw credéntrals at home and abroad Movement toward

‘ | an Islamrc econhmy provrdes the mlmmum prereqursrte for continued ;
ffrom the Arab worldl and especralry l‘rom
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Thc Zta govemment is movi ng closer toward mstttu ting an Islamrc
. ,l e« onomy The Jecently announced budget for the fiscal year that began on
b i l July 1980 mcludes provrsrons for tmplcmentmg Koran-based taxeson
i 3 wealth and agriculture and applytng intezest-free bankmg ona llmtted scale.
L Begtnmng hts fourth year rn power, Zia until now has been slow to adjust
Paktstam life td Islamic teachtngs despite hts pubhc commitment to do so

" soon after overt'hrowmg the Bhutto governnent in July 1977. Although
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£ lslamabad promulgated a harsh judicial code--whtch it clatmed conformed - A

i . i wrth Islamic law—m l979 :steps tu 1slamize the cconomy largely remamed '

l b '. - in the realm of rhetortc ln part, Zta probably Judged the economrc ‘and B
g l - : : ‘ poltttcal envrronment too l'ragtle mtttally l'ollowmg Bhutto’ s ouster and later B
Ay Lo ' his executron m April 1979, Another and more practtcal consideration g

f almost certamly has been. the ooneeptual mghtm..re ol' interest-free banking, .
aI su”bject that has bcdevrlted 'ls;lamt'c scholars for sevcral hundred years. il '

| | i { | i D l ' '

owi zltr Eand hci)w fast Zia mtends 1'0 moveIPaktstan ’s ecoml)my along the’
‘ . lslamrc path is unclear Although any deﬁmtron of {an Islamic economy is
1 ER K 7 htghly subjrctlve. Zia's concept has focused only on Islamic-based taxes and

' the prohtbmon of interest, as descnbcd in lslamlc tlcachmgs A natlonal

corrrmrsswn estabhshed by Zta is studymg the rewsron of Pakistan’ s
commercral and civil laws to brtng them tnto conformtty with Islamic i iaw,

but completmg 'this task lS at least| 'several years away -

L4 Ufl'; R
g | |The Call for an |
i : ‘-Islamlc Economy

1 ; ! : [
] il L o
P. letan and Islam have bcen inexorably ltnked since the nation was created
33 y|earsI goiwhen India was partrtroned In pre-rndependence India, sume
. r : . iS percent of the wpulatron was]Mushm and it was for Muslims that the
Co : v early leaders of the Paktstam movement fer an indépendent state clatmed to
S I e speak lslam was effective mcreatng Pakistan becausc Muslims in
R I SR uhd.v;dcd lndta feared domtnatlon hy the: majontylllmdus and cducatcd
i - : Mushru lsought their own state in (whtch to develop what they bchcved a
true lslamtc soctcty should be. Thus, with the reluctant acqurescentc of
Bnttsh and Hmdu leaders ﬁalhstan was plét ed together out of th Jsc areas of
subcontment that were plredommantly Mushm -
VT ) st
1 ST R N [ Zla"ls r:ot the ﬁrst Pakistani natrOnal leader attemptmg to tap tire wcllsprlng ;
' of lslamtc fundamentahsm. leam-l-lslam (life accordmg to the teachmgs '
of the Prophet i A uhammad has bccn the byword of Pakistani pohtrcrans
_Stndcimdepend nce. Nizam-I-Islam lay dormant as a pohcy issue al‘ ter the

dealth ol’ ;’akrsthn s l'ounder.;Muha'mmad AliJ mnah in 1948 however
1" ':"i'““l l! AR AT R O I !
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5 i 'Postmdepend enee problems of economrc develorment tnat faccd Western-
PR N I educated Paklstam leaders overshadowed the rel.grous and social needs of
' i Palqstan s’ Mnshm comrrumty, whrch constrtutes 97 percent of the 85 '
‘rrlnlhon popula'rﬂn t } ;l * | ’ ot ’
| '|l»"‘“ S T
The dea of ;an lslamllJ: state resurl'aced in the 1970 eiection campfaign of
Presrdent Zulﬁqar 'Ali Bhutto. Although, Mzam-l-lslam at first was used
aga inst Bhutto by Op:')osmon rehgrou's leaders and devout [Muslims, Bhutto
, ekpedrentlyl eommrtted his government 10 Islamic Socialism and won a
swe'epmg electron victory. Popular1 dOubts about the seriousness with’ whrf'h :
‘ Bhdtto practlced Islam nonetheless remanned and his fallurc to move thcl '
. pmmlsc of an lslamlc{'state beyond polmcal symbollsm partly explains his

; overthrow”by Genera Ziain 197 -L

l g l .”r]‘ ll;'l . ,:1. SRR E 'l
o Thei concept of an Islamic economy has becn open to wrdely different’ |
mterpretatrons amoné Pakrstam schola.s as well' as scholars throughout the
Islamre wbrld "'This réflects the labk ofa: specrﬁc economic theory put forth.
' by lslam,lwhrch of! ferls only gurdellmes for many kinds of economrc behavior
that should be viewed as the theoretlcal xdeal Islam calls for justice and ’ :
moderatron in consumptlon, whrle’ scormng monopoly vower, inefficient use
; ol‘ resources. and gan'lblmg ! The objectwe of an Islamic e'conomrc system is
b Pl to secure the widest and most beneficient drstnblxtnon of wealth through B "
: | mstrtutronal arrangements and moral exhortatnon Since all forms of wealth
' are the grft of God toall mankmdl each mdmdual is required to share his
wealth with the com \unity. At/the same time, Islam recdgmzes mfl'erences
2 1n talents-‘*l-—and ccnsequently economrc rewards—l—among pe0plc. butit |
- dcmands that each individual be responsrble not only to hrmself but alsoto -
‘ those less' endowed and to socrety as a whole As such it 1s the duty of an :
" Islamic state to ensure at least A subsrstence level of exlstcnce for all its

il cm"'ens b ' redrstnbutmg wealth from the l'lCh to the poor. . '

o ll‘_ L [ ! ! . .l ‘,‘
! I ’r ’;;'r l‘ ' [ I i'||
. i . v

i , ":,l;v

de ' x Mushm, ma.re hrs first move to b L'ng el ‘economy

lslamic | z , ,
.nics v l closer to the Islamrc pattern in February 1979 He announced wrth much

T AR l'anl'ar'e.‘ that the:govcrnment intended to 1mposc ltwo basic lslamlc fiscal

) measures ¥ Lzakat (a tax on wealth) and ushr (a tax on agrrcultural

‘ i ). [B'oth tax‘es arc traditional l,lamrc tbols for redlstnbutnn
wedlth and discouraging hoardmg} T |
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' N A A Zakat, as oneol the “five p1 nars of lslam, isan mdlspensnble requlrcment

'for an Islamlc state 2 As specxfied in the Koran, zakatisa voluntary annual

. levy on personal 'wealth. Acc’ordmg t0 Islamlc law, lti can be used only for the

:' beneﬁt of the poor and the promott'on of Islam Zakat clearly fitsin 'with

lslarhtc concepts of state and 1rld1vxdual soc:al respoinsunhty for the basic
' humah needs of dlsadvantagedr Muslims.. Zla however, is nmplementmg a

0 zakat!that is mdre than voluntrlry Besnd., a2.5- pert:ent self- assessed taxon

1 pcl'sonal property, the government lS levymg an anrual compulsory 2.5-
percent taxl collected at the source on most savings deposnts over $lOO
although allowmg exceptions for wrdows, the needy, and other specxal
ctrcumStances Zla also ongmall)l wanted a blanket appllcatton of the tax to
ﬁnancnal nstruments such as stocks and insurance pohcws, and retlrement
; funds, but was told by lslamlc scl'olars that this would not accord wuth
lslamtc precepts if the funds arc the sole source of i |ncome for wndows, the
aged antl the ncedy Asa’ result applymg the tax orlt these financnal’
mstruments wnll be decnded ona case-by~case basis. In addmon the tax will
not be pald annually but at matunt'y for savings cert:ﬁcatcs or at mé time of
salc f&l)ri sttl)cks a)i 0| bonds- ‘ jl E l o ]
SN ik ]

lj

Collectton and dlstnbutlon of *akc’zt is ao ninistered by a ﬁve-tnered ,
structlurelof commxttees rangmg from the natlonal t'o the local levcl: At the
natlonal level lslamabad prt,fers that most; of the 16 member committee be
composed of lslamnc rehglous scholars The chai: man of thc committee is
nommated by the Prcsndcnt and must be a sitting Judge on a high court or
the supreme court At the! other levels, the commlttees consist of a E

: combmat:on of lay schol'trs, cloncs and ordlnary citizens. Ap,)roxlmately

Z 3|2 000 lot:al za/cat commtttees nave been establtshed Taxes collected at the

sour .e wnll go ta the natlonal commlttee. whlle those collected on a self-

asse<-sment baS|s go to the, ldca commnttees who are responslble for »
enforcmg c‘ﬁ)lilec’tlon z }" ; ,’ ‘ i N i i '
N e RO I
| ;l Ushr is of less symbohc |mp(|artance than zakat Nonetheless |t has a long
i htstory as a source .of revenue for lslamlc treasuneslTradttnonally. ushr was
" collected from Muslim l‘armers at harvesttlme on crop output ir. excess of

E i.f productlon costs The levy  was: based on thé kind of *rop. productmty of thc

} - I e b
":; Ly { Sl B
} 1 R 2. 't »”

land[1 ar{ld cost ol" productnon

l l ;‘ b ! \: , '
I

X Zta ’sversnon of ushr is a

{

:11‘4
i

rcent mandatory tax.on l'armers The tax w:ll

Tl apply’to each’ crop a farmer grows. for examplc, if a farmer grcws wheat, ‘
' beans, and millet, cach crop wxll be separately taxed to the extent 1t£ output

i ' ‘ i l A " . | d x ' } )
1 ‘ I ! l ! n i : l B l
. ars are fasting :lurtng the Ramadan holy month praymg five timesa day.
[ makrng a pllgnma:ze to Mecca du 'mn; one s lifetime, and profeusmz the falth vcrbally-
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exceeds 948 kilogr'ams of wheat or its, equrvalent one-fourth of output over

|
i
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: lslamrc scholars’ and admtmstratn'e details are resolved-

Islamtlbad is ‘nﬂw tmplemcntlng a broader application of intercst-frec
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9~3 kllograms will be treated as cost of producuon and |exempt from us(rr
Atl landowrers are stlxbject to the| tax, but whether it will be applied to |
tenants and sharecroppers is still nder consxderatlon. Farmers of ram-fed

land wrll be requtred to pay an addtttonal 5-percent tax becausc they are now'

exe}mpt from paymg lvater taxes.. Local commrttees are responsrble for |

assessmg and collectvng ushr, Alt ough Zia mtended tu begm applying ushr
at'the same trme as zdkat collectmg the tax probably will.
least mrd&Septembcr 1980 while some fiute points still bei

‘ng debated by

ll'.i"”l- g l’i -'mil.”l .
Thé most drfﬁcult and contentrous reform proposed by Zla for a fully
Islamtc economy is thc abolition of all intarest charges and associated

reform of,,the banking system. From the start, ls.amabad faced serious |-

con"eptual problems laying out the rules for an mterest-frce economy that :

Zra hoped to have in effect by l9§2 Islamic schol..rs themselves are divided
on the 1nterpretat|o of Muhammad’s proscnptton agamst interest pay- ]
ments. So}mé 1nterpr4t the Prophet scommentarres on the financial abuse
of his age; as’ prohrbrt ng all charges that even remotely resemble interest;
others mterpret the doctrme mbrc Ioosely, as the prohtbmon on usurious
' | SEE RN L P |
chag]]'!‘l!y[-j}-" ! . ? % j!i %5 T l
Although Islamabad 'was workmg ona format for applymg mterest-free
loarlkrné ih1978. 79, Zia decided to 1ntroduce the concept on a very small
scale Thé Eovernment lmplemented mterest-free housmg loans for lower
grade crvrI servants mterest-free loans for brcycle purchases, ard

mterlest-free loans for subsi: tence'and tenant farmers. Although the housing

i
and brcycle loan program aré touted as interest free. the:l arc not As is
common inside Saudt Arabia, the pllohlbrtron against ir nierest is crrcum-

vented b)llthe borrowbr s makmg a supplementary “gtft“lwhen paying ba

i« i i
l

the loan ' h l] an
, ; ] R
A | y| ‘ i '

[2)

i

[N
!
ol
l

b'anlttng Whll the government i8 cmphhsnzrng phasing rb the concept, in
the budgct Imessagc Finance Mrmster Ghulam Khan sard that lslamabad
\&anis thls “fir l ,package of polncnes and actions large enolugh to bring about
aba lc change i3 the]snuatron lahd |alfoundatlon be clearly laid.” As
such the government is mtroducmg lan tntercst-free system among several
spemahzed gO\lernmcnt-owncd financial! entities and in selcctcd areas of
dorporate ﬁnance and lending to small business firms. In addrtron.
nntcre.lt f ee lendrng ln the agncultural sector will now include ﬁshmg and
untére*st_ free loans ‘will be avarlablc for| nir'gatron' improvement projects.
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s shares On dlffel'ent levels|, mu

1 Lastly, com
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mercral banks will estalblnsh separate counters for acceptmg
" nuerest-l‘ree depos:ts that: wrll be 1nvested m ﬁnancral mstruments such as

ex1port and lmport bills and letters of credit, B ' }
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fl\ppllcatlon of interest-free banklng in thes!e areas will be based on the long-
establlsh q lslamlc tenet that those who lend should share in proﬁts-—-and
lossesl——lnstead of being guaraltteed a fixed return in interest. Thus. to

1 conform ebrporate ﬁnancmg thh lslamlc law, the g'overnm 2nt is introduc-
, mg thel“partncnpatlon term certlficate to replace xnterest bearing deben-

' tures [l-lolders of these certll' cates wnll become partncnpants in the proﬁts of
the company for a pericd not to exceed 10 ycars and the certificates will be

secured by a lien on the company s fixed assets. On the deposit side, mterest-

' free wacc unts pr"esumably wnll (')perate in much the Same manner as banks
wrthlmmtlar facnlmes already estabhshed m countnes such as Duban Saudi
Arabta, ﬁudan, and Egypt These facnlmes mvest mpst of thelr capltal in
'f prof’ tmakmg enter;. ises and share. profits on loans among deposntors in
proportxon to'the stze ol‘ the deposnor s account. - s
B et s e
Islamabad ls‘ Iso mtroducmg themudaraba, a fornl of busmess orgamza- ‘
: -tlon that was prbvalent in Muhammad’s time, in the| corporate sector. In
Islamlc law, thet mudaraba IE contract between two parties, one of which
dprovndes the ﬁnancnal capltal for a venture and the other whnch opcrater the
i lenterprlse. Profits and losses are distributed accordmg to fixed, contracted
i |daraba can be, for example, between' a bank
¥ that provndes fi rlancmg (blxtldoes not participate in the business) and an
, entrepreneur who manage's the operatton On a smaller scale, mudaraba '
i could be between an entrepaneur who provndes the capttal and a laborcr
who perl'orms the day-to-day work. In the latter case. the worker could
negotiate bel'orehand to. I‘CCCIVC‘ a ﬁxed share of the proﬁts in lieu of a wage.

. Mudaraba IS approved by sort

ome Muslim Junsts as ideal for an Islamic
ecbnomy bedause it reeognwes dlspantles m wcalth, encourages use ¢of idle
capttal and gwes both entre :rcneurs and laborers a greater incentive to

. i L {..r.r i
Ll l ": i l!.»‘:‘Z" N

|
o NI i ;

:As enyll‘»age by lslamabad compames. banks. and other fi nancual '
: mstltuttons will egister as mudaraba compamcs and float mudarabas for
spccxf‘ic or generhl purposes. Because the business actmucs of mudarabas
will be ltestrlctcd to those approved by Islamic law, thcy will requirc ‘
apprm'ral from a |newly estabhshed r'ehguous board. The entire income of

ill lbe exempt fr!om lncome taxt provided that 90 pcreent of the
ributed to the partrcnpantsw S |
lll I oemae .-,
n pra tlce :ho eve r. some lslamac alnks guarantce their dcpos tors mlmmum fixed rates of
prol'it return. To stnct mtcrpreters of llslam c tenets the praeuee is tantamount to paying
h nterest d.as such is condcmned -l
R :‘ ‘ (i , . ’ i
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‘ lslamabad is confident that then 'w mterest-free measures can be- -
. nmplemented thhout serious dlsruptton to prcductlon, trade. anda financlal =
, system that until now has Operated excluswely wrth a Western—style f "
commercual banking system. Ever't |f its optlmlsm is borne out, Pakistan still’

l'accs dif| ficulties'in nltegratmg an interest-free system thh the conventional

nnternattonal ﬁnanclal commumty, on which the country depends for much .

of its development fin nancmg At present, Islamabad doeslnot intend to act in

this | area t.nd has taken steps to forestall concern by multilateral lending |
agéncnes such as the lAsnan Development Bank and the World Bank.
Is'Amabad!has assured these mstttutlons that l‘orelgn loans will not be
affected by the new measures, and domesttc development finance institu-

tlons thatl obtaln forelgn credits wnll contmue their tradmonal mode of

baktng ] I |‘ ; AR
H‘l""f ‘M*l' | R
l I | it | ! |
'l' (3 gOvernment expects the new lslamtc tax measures to yield about $300
mtllton annually, of Wthh $200 mllhon would be generated by zakat.* Land
and wealth taxes now yield aboutl $25 million annually The current low
yneld reﬂects extenswe exernpttons and wndespread tax evasion. Largcly
because of uncertatntlcs about the yteld lof the ncw taxes, Islamabad at
present does not plan to inciude them inthe government budget ‘
Nonetheless, when the yield bccomes more precise, lslamabad will consider
reducmg 1ts socnal welfare outlays to compensate for spending on these
servnces from the Islamic taxes: The new taxes wnll also result in‘an |
estlmated 515 $20 mllhon reductton in government tax revenues because
(a) amounts patd as 2akat can be deducted from mcometaxes, (b) asscts
su Ject to zakat will be excluded from the existing wealth tax, and (c) land
t‘axes ha’tvle Il)eert abolished in heu olf pa'y|1ng ushr; 4- I ' ;
A ’ D] .
Zia Las[ alcted Qtiuckl)l to collect the zakar at the 'source. ln a surprise move
lslamabad closed the banks on }2 June l980 to deduct the compulsory 2.5
percent levy on most savmgs accounts over $l 00 Preltmtlnary estimates
mdlcate that the yteld was $50 mtlllon.l Zta moved with equal speed ordering
dtstritbutton ol' $25 mtllton on 115 July 1980 the ﬁrst day of Ramadan, toan
estimated 750 000 Pakistanis.}
:rakar. r“L 12 wports lndtcatc thal the srhall number of Paklstams belonging

to other reltglous falmhs are ellgtblc to reicetve zakat paymcnts -

i .

i { i i1 kS
l : ' e L’ ' [ l
Ev Ln 1f rcveitues from the new ta Ie reach the levcls antlcnpatcd by
lslamnbad they willbe stretched‘ thin. In addltlon to thc‘prOJected $300

mtlholn df]m ,sttc yxel'd Paklstan &arner.d a $200 mtlhon contnbutlon for
I S I [ I O L N n

[ ,
‘Total central governmerlt tax revenues are now hveragmg $2. 6 billion annually, an amount

:

equlvalent 10 14 percent of GNP. g1l | l i :
*The holy month of Ramtdan is the mnth month’ of the Mushm year, which is devoted to

prayer and t‘autrng rrom sunrise to sunsej - N
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Although only Mushms are liable for paying
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R the ?akat fund from Saudi Arallbm Allhough the funds were delivered in . 7+

' | : Scptcmbcr l97b and lcbruﬁr)J 1980 Isk 1'nnb‘|d used the contribution for ]
5 1 : dlrcri balancc ol paymcnt.s .Luppo t, thereby subvcr{,mg its Islamic welfare '
A alms . Assummg a $500 mllhon zakat fund was available, however, ut wculd N
B ! | translate into pér capita oul ays of less thar $20 for lhc poorcst 40 pc.rccnt of i

i i N thc #)opulauon. ,whlch acc.oumT for‘roughl»}; 30 35 nillhon pcoplc- I

N By » L .; | , :
b Ushr nl hkelyt  have an aldvcrsc bx[u as yct’unmcasurablc |mp.1ct on farm

outpl.hl The agricultural 4cctor is now only lightly taxed, yet little mdr;,m ‘

‘exlsts to s .1bsorb| taxes amonﬁ most of the Paklstam f‘armcr% For cxamplc,

Aalthough 1mpchncnmnon!of ushr is on the hor|7on. |lslamabdd is rcducmg v

l'ertllm:r subwﬁcs which means higher mput costs for farmers. Assc.ﬂmg 4

uvhr will probably prove an .ndmlmstratw nightmare. Many small: hrmcrs .

1 | do not keep good records, and the local commutccs arc likely to run into the

1 - same admmmralwc problchn with which the government tax authormcs

l}, have 16 contenc It would bc eurpmmg if ushr does not rcducc mccnllvcs

f

|

|

morale and purchases of| ‘néeded inputs to .1gr.»ult rc- .

:u“y'» . 1 '1"'] |

' | i 'R
The Political Fallout T"le new tax mcasurcs haL/c drawn a mlxcd responsc. By f ar the sharpusl
S L ‘ rcactlon ‘oécurred in carly July. when 35,000 Shia Muslims protcstcd against g
; i the: taxcs in Islamabad. Thc Shias, which éompmc some 20 pcrccnt of the '\
Sunnl dommatl:d Muslim pkopulanon were offended by the compulsory
prov:smn of ‘akat They aréucd that compulsion is not in accordance with
lslamlc tcachmgs which say the tax should be voluntary. After dlscuwons
wnh Shla lecaders and in rctL.lrn for calling off the dcmonstratlom. Zla ,

|
. -agrch td mect|

| lthclr Gemands, He promlscd to amt.nd the Iaw by mid-
o Scp‘tcmbcr, m'ltkmg the tdxes voluntary for the Shla minority. -

f I IR l‘{' ‘ IR |

' . Thc CplsOdL caw.a a los%io facc f(_)r thc rcglmc. howcvcr. and scts a

potuntmlly dangcrous prcccdcnt 'Some. polmcal obi]crvcrs in Pakm‘

’ bchEvc that other sects or nhnormcs may now be cmboldcncd to press their
casés on @pccnﬁc iSSUCS. rhc S‘ua léadcrs rcportcdly believe that they have
sucécqcfuily dcfc:ltcd the govcrnmcm onaj ‘basic Islhimic issue.

;Ii

! i ‘
I ‘ I‘ o . . » 10
ch!,«slnct’ Mushms are 'ilkmi rc.fu;,cc in the posmtnlity of minimizing the
qclfJ usch Ld share of the 'akal and .wmdlm~ the compulsory levy on savings

; | accclnymlsl Innd otlhu ﬁnancml .mcw For cxamplc. as carly as M.xrch April
: ! 1197,9 S0 ion after zakat w‘n senously pr0po¢.cd rumors developed that
1\7‘ N jj 1} S ‘M | | |
! For.[ urther‘d‘qlai{g: on halance ofipa yments problems sce CIA| ER 80-10324, Pakistan,
Perspectives on Economic Aid, May 1980, Se cret. - ', |
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Lo mlddlc-cla Pakxslams were wnhdmwmg money frum banks and reportedly K
| . scndmg thc funds abroad As yct, thcn. have bun no signsjof capital flight! . -
i I L . .
i i since lhc. an tax measures were amouncu.i in thc budget.|| i | |
LT T ]
I 1 IE i | . !
AN 1) N o
| | Duspm. thc bhm llnudcnt the g,ovcrnmcnt is atterhpting to get as much |
| = pOllLIICcll mllugcias posalblc from 1mplcmt.nung th«. ncw tax and interest
| - measures. Islamaoad ls.ummg is mcss.zgc at the great nworuy of poor |
| f P'xklsiams bmcc thcy in prmcnpl. will bcncﬁt from the tdxcs From : y
| ¥ lslamabad’s puspu.twc. the new mcdsun..s should satisfy thuso.. clements in
l ' Paklstan S socncty scckmg some dumonslrauon of thc gov crnmcnt $ lslamu, ' ,
1 commltmcnt and vigns: ‘of sociai and economic rt.lorm Zia sees the new mxu
| as “the corncrstonc oflthc Islamic wcifarc systemi. .. that,..notonly
| j prchnts conccntratuon of wealth in a}l’cw nands but also inects the needs ol‘
‘ ;.th~p00‘r‘ 5 i ST o L |
ARl ST N NV R
] Zia hlmolu dcrtamly consldcrs the | nc}v Measures as strengthening his L !
v lslaqnc crudcnt'ala abroad as wellia midomcsucally He prdbably views the! .
| fe-practlcal movcmcnt ‘OWdru an I<I.tmu. cconomy .h a mmulnum prc.rcqunsnc ‘
' ; for éommued pOIllI(.dl and ﬁmncul support Irom the Arab world. This is |
' ) pdrttcularly truc for rélations wnhISaudn Arabia Wthh has emerged as },f
Paktsltan s staunchest Mushm ally, followmg the Sovie: mw/laslon of !
f o Afghamsmn Zla s usc of the Sdhdl zakat contribution for, balanct of |
o pavments support apparcntly has not'troublcd Riyadh, : |
P N
i Co
[ ‘ |
B a S ] J’ | ! p
. L ~  For details on Pakistan's économic relations with Saud Arébr" sce CIA ER 80-10095, ;
¥ _ Pakistan, lhT Middlé EustConnection, Fcbruary 1980 Sceret Noforn [f :
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