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Abstract

Introduction: Excessive money creation by the government leads to the deprecia-
tion of the national currency, which in turn generates wide-ranging economic, legal,
and social consequences. Given the severity of these impacts, examining govern-
ment guarantees in relation to currency devaluation is of heightened importance.
Purpose: This article aims to conduct a jurisprudential—ijtihadi analysis of the
evidentiary foundations for government guarantees (daman) concerning the de-
valuation of the national currency and to present an appropriate methodological
framework for such analysis.

Methodology: This research is applied in nature and adopts an analytical—ijtihadi
approach grounded in the principles of Islamic economic jurisprudence.
Findings: The findings demonstrate that two of the four classical causes of guar-
antee in Islamic jurisprudence—namely harm (idrar) and destruction (itlaf)—are
applicable to government actions resulting in currency devaluation. Furthermore,
the commonly cited general rule of “compensation of fungible goods by their
equivalent and non-fungible goods by their value,” frequently invoked in related
studies, is shown to be methodologically flawed in this context. Rather, the central
and decisive criterion is the realization of justice in the mode and quality of com-
pensation. In addition, juridical principles such as ihsan (benevolence), amanah
(trusteeship), and wilayat al-faqth (guardianship of the jurist), which some schol-
ars employ to negate government guarantees, are found to be insufficient and in-
conclusive, as their subject matter does not directly pertain to the issue of govern-
mental guarantees for monetary devaluation.

Conclusion: The study concludes that the government bears guarantees for the de-
preciation of the national currency caused by excessive money creation and is there-
fore obliged to provide compensatory mechanisms to the greatest extent possible.
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Extended Abstract

1.Introduction

Inflation, as a socio-economic phenomenon, directly affects the social wel-
fare function. Currency devaluation, which is often considered the most im-
portant consequence of high inflation, directly reduces households’ purchasing
power and may thus harm aggregate demand. In the context of Iran’s economy
over the past few years, high inflation rates, in addition to their destructive
economic and social effects, have raised fundamental questions in the fields of
political economy and economic jurisprudence. One of these questions, which
is particularly important, concerns the government’s responsibility to compen-
sate for losses resulting from the devaluation of the national currency and how
to explain this responsibility from the perspective of economic jurisprudence.

Excessive government money creation leads to a decline in the value of the
national currency. The decline in the currency’s value will have many econom-
ic, legal, and social consequences. Therefore, examining the government’s re-
sponsibility in this regard is of great importance. The purpose of this article is
to analyze the jurisprudential-ijtihad evidence of the government’s guarantee
against the decrease in the value of the national currency and to present its
appropriate methodology. The analysis of this issue is important from both
economic and jurisprudential perspectives. From an economic perspective,
this research examines the government’s responsibility for maintaining cur-
rency stability and preventing currency depreciation, which are closely related
to society’s economic well-being. This analysis and proof of the government’s
responsibility can help design and implement more effective monetary policies
to maintain the purchasing power of money and reduce the effects of inflation
on vulnerable segments of society. On the other hand, the jurisprudential study
of this issue explains the religious and moral foundations of the government’s
responsibility towards those affected by currency devaluation. It provides a
solid theoretical basis for requiring the government to take the necessary meas-
ures to compensate citizens for the damage.

The main question of the present study is what the jurisprudential reasons
are for the government to guarantee against the devaluation of the currency,
and what is the appropriate methodology to find the answer to this question?

In this study, after analyzing key concepts such as inflation and the val-
ue of the currency using jurisprudential analysis methods, the reasons for
guaranteeing from a jurisprudential perspective will be examined, and the
selected perspective will be justified by citing the opinions of the jurists.
After enumerating the reasons for guaranteeing, the government’s behavior
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in the field of devaluation of the currency will be measured in relation to
these reasons. After that, we will examine and critique the arguments for the
government’s lack of guarantee. In the final section, the appropriate method-
ology for solving this issue will be discussed.

2.Research Methodology

In the present study, using a methodological approach, the economic ju-
risprudence of the theory of state guarantee and the necessity of compensat-
ing individuals for the state’s devaluation of their money are examined. The
purpose of the methodological approach is to consider the stages of solving
this problem independently from beginning to end within the jurisprudential
framework. The advantage of stating these stages separately is that researchers
can consider the problem-solving process from beginning to end, and, as a
result, the process, its criticism and evaluation, and its completion and correc-
tion are easily accessible. So far, no coherent and acceptable methodology has
been presented for this issue. The research conducted in this field, in addition
to lacking methodological explanation, also suffers from a methodological
vacuum in its analysis of the problem. Due to the lack of clarity in the meth-
odology for solving this problem, there are biases and deviations in the path to
answering it, some of which are mentioned as examples. To solve the problem
of the necessity of compensating for the devaluation of money, it must first be
known that this issue is a type of proposition of should and should not and is
derived from jurisprudential-legal issues, and in the atmosphere of an Islamic
country like Iran, whose legal laws are also derived from jurisprudence, it must
inevitably be examined using a jurisprudential method. Therefore, mentioning
the economic losses of applying the theory or its operational solutions or stat-
ing its economic benefits alone cannot lead to the negation or proof of such a
proposition and is outside the scope of the argument for this issue. On the oth-
er hand, in explaining the methodology, a distinction must be made between
macro-guarantee, meaning the government’s guarantee, and micro-guarantee,
meaning the guarantee of one individual to another, in compensating for the
devaluation of money, because this distinction sometimes leads to different ar-
guments and responses. The lack of distinction between these two guarantees
in some writings has led to a misinterpretation of the intended opinions and
arguments, and ultimately to confusion about methodology.

3. Research findings

The research findings show that the government serves as a guarantor
against the devaluation of the national currency resulting from excessive
money creation. The reason for this guarantee is that two of the four causes
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of guarantee, namely “damage” and “waste”, apply to the government’s be-
havior. Also, the generality of the guarantee rule of like for like and like for
like, which has been cited in numerous studies related to the issue, is incor-
rect; what is important and valid is the observance of justice in the quality of
the guarantee. In addition, rules such as lhsan, Amin, and Velayat al-Faqih,
which some have cited to prevent the government’s guarantee, are incom-
plete and lack the power to negate it, because the subject of these rules is not
related to the government’s guarantee.

4. Conclusion

1- The rule of guaranteeing likeness for likeness and likeness for likeness
is not general and religious, and the spirit and criterion of the rule is to ob-
serve justice in guaranteeing.

2- By examining the arguments and sayings of some jurists and sufficient
evidence, it has been proven that “harm” is also one of the causes of guarantee.

3- Two causes of guarantee, namely “harm” and “waste”, apply to the
monetary behavior of the government. The application of these two causes
becomes clearer when considered in light of the credit nature of money and
the monopoly over the benefits of purchasing power.

4- The obstacles that have been stated for the government not to guaran-
tee, such as the guardianship of the jurist, the rule of kindness, the rule of the
trustee, and..., do not have the merit of negating the government’s guarantee.

5- The appropriate methodology for this issue has been outlined in five
stages: Stage one: examining the rule of guarantee of al-Thumli and al-Qa-
imi, Stage two - the nature of today’s credit money, Stage three: examining
the causes of compulsory guarantee (examining the guarantee of damages),
Stage four: applying the causes of guarantee to the government’s behavior
in the context of currency devaluation, Stage five: examining the reasons for
the government’s lack of guarantee and evaluating the obstacles.
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