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A Jurisprudential Subject-Matter Study of Purchasing Power in Money
from the Perspective of ‘Urf

Mohammad-Taqi Basiri!

Abstract

In high-inflation economies, a major concern is the devaluation of the national
currency and, consequently, the proper method for debt settlement. The central
question is whether debts should be repaid at their nominal value or adjusted based
on inflation. Muslim jurists have generally agreed that resolving this issue depends
on prevailing customary understanding (‘urf). The most reliable way to ascertain ‘urf
is through field research and direct inquiry from the public—a methodology taken
in this study. Through fieldwork involving the distribution of 365 questionnaires
among the general population, the research found that public opinion is nearly split:
approximately %52 support repayment based on purchasing power, while around
%48 favor nominal repayment. Thus, both views are considered valid within ‘urf and
are hujja (legally binding). Therefore, contracting parties may adopt either stance
in their agreements. If purchasing power is explicitly stipulated in the contract,
then adjusting for inflation is deemed lawful. However, if the parties agree not to
consider purchasing power, then charging extra based on inflation would constitute
riba (usury) and be classified as akl al-mal bi-1-batil (unjust enrichment). It is worth
noting that under current Iranian law, purchasing power is not recognized as a
standard in monetary transactions. Therefore, if parties intend to include it, this
must be explicitly stated in the contract; otherwise, the default presumption will be
nominal repayment. In case of disagreement between parties on whether purchasing
power should be considered, the most appropriate course is reconciliation and
mutual consent.

Keywords: ‘Urf, purchasing power, currency, inflation, reconciliation, field
research.
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