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Abstract

1. Introduction and Objective

Current accounts constitute one of the most fundamental pillars of
modern banking systems and play a decisive role in facilitating
payment  services, liquidity ~management, and financial
intermediation. In Islamic banking, however, the jurisprudential and
legal nature of current accounts — particularly those classified as qard
al-hasanah current deposits—has remained a subject of persistent
debate among jurists, legal scholars, and policymakers. Classical and
contemporary Islamic jurisprudence has proposed various
interpretations of the legal nature of current deposits, including loan
(qard), complete deposit (wadiah tammah), incomplete or

unconventional deposit wadiah ghayr mutifah, settlement (sulh), or

even a newly constructed contract outside traditional nominate
contracts.

The dominant jurisprudential position in many Islamic banking
systems, including Iran, treats current deposits as loans to banks. This
classification is primarily justified by two arguments: first, the bank’s
proprietary control and utilization of deposited funds; and second, the
obligation of the bank to return an equivalent amount (mithl) rather
than the identical physical units (‘ayn) deposited. Consequently, the

depositor is regarded as a creditor and the bank as a debtor, thereby
framing the contractual relationship within the legal structure of qard.

Despite its prevalence, this interpretation raises significant
jurisprudential, ethical, and practical concerns. Most notably, it
appears to conflict with the widely accepted jurisprudential maxim al-
uquad tabiah li-l-qustd (contracts are determined by the intentions of

the contracting parties). Empirical observation suggests that the
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overwhelming majority of depositors do not intend to lend their
money to banks, nor do they consciously consent to proprietary
exploitation of their funds. Instead, their primary motivation is
safekeeping, transactional convenience, and trust.

Against this backdrop, the present study aims to reassess the
jurisprudential and legal classification of current accounts in Islamic
banking by examining whether the contract of deposit (wadiah) can be

validly applied to such accounts. The central objective is to
demonstrate that, when depositor intent, the nature of fiat money, and
the contemporary theory of bank money creation are properly taken
into account, current accounts may be more coherently classified as
deposits rather than loans. By integrating doctrinal analysis with
empirical evidence, this research seeks to provide a more realistic,
legitimate, and ethically consistent framework for Islamic banking
operations.

2. Methods and Materials

This study adopts an integrative and interdisciplinary research design
combining jurisprudential-legal analysis with empirical field research.
In the theoretical component, classical and contemporary sources of
Islamic jurisprudence (figh), legal doctrines, statutory banking laws,
and scholarly literature on Islamic banking were systematically
reviewed and critically analyzed. Particular attention was given to
discussions on the nature of qard, wadirah, contractual intent, and the

jurisprudential implications of modern fiat money.

In parallel, the study incorporates an empirical investigation to
assess the actual intentions, awareness, and satisfaction of depositors
regarding current accounts. A structured questionnaire was designed
in consultation with academic experts and distributed among more
than 700 current account holders in the city of Ahvaz, Iran. The sample
included diverse social groups such as teachers, university students,
seminary students, employees, and self-employed individuals, all of
whom regularly use current accounts for salary payments, check
issuance, and daily transactions.

The questionnaire addressed key dimensions including;:

(1) depositors” awareness of the legal terms governing current
accounts;

(2) their perception of ownership over deposited funds;
(3) their consent or dissatisfaction regarding the bank’s use of their
money; and
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(4) their primary intention in opening and maintaining current
accounts (deposit/ trust versus lending).

Data were analyzed using descriptive statistical methods, with
results presented in percentage form to capture prevailing depositor
attitudes. The combination of doctrinal analysis and empirical
evidence enabled a comprehensive comparison between the
theoretical assumptions underlying banking contracts and the lived
realities of depositors, thereby strengthening the validity and
originality of the study.

3. Research Findings

The empirical findings reveal a significant discrepancy between
prevailing legal classifications of current accounts and the actual
intentions of depositors. The results show that 87% of respondents
deposited their funds with the explicit intention of safekeeping and
trust, not lending. Moreover, over 90% expressed dissatisfaction or
lack of informed consent regarding the bank’s utilization of their funds
for profit-generating activities. Only a small minority considered their
deposits as loans to the bank or believed that ownership of the funds
was transferred upon deposit.

These findings directly challenge the assumption that current
deposits can be legitimately treated as qard based on depositor
consent. From a jurisprudential perspective, the absence of true and
informed intent to lend undermines the validity of loan classification,
as intention constitutes a foundational element of contractual
legitimacy in Islamic law.

On the theoretical level, the study demonstrates that contemporary
fiat money lacks intrinsic physical value and derives its legitimacy
from legal recognition and social acceptance. Furthermore, by
adopting the modern theory of bank money creation, the research
shows that banks do not primarily lend out existing deposits but
instead create new money through accounting mechanisms when
extending credit. Under this framework, current deposits remain intact
in depositors” accounts, while loans are generated through monetary
creation rather than the physical use of deposited funds.

Accordingly, if banks do not exercise proprietary control over
deposited funds in the traditional sense, one of the main arguments for
classifying current accounts as loans becomes untenable. On this basis,
current accounts can be regarded as complete deposits (wadiah

tammah), wherein ownership remains with the depositor and the bank
acts as a custodian.
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The study further acknowledges alternative scenarios. If a
depositor explicitly grants the bank permission for non-proprietary
utilization of funds and consents to restitution by equivalent value, the
relationship may be characterized as an incomplete or unconventional
deposit. Where neither classification is entirely satisfactory, current
accounts may be conceptualized as a new contract possessing a
deposit-like nature, consistent with Islamic jurisprudential principles
while accommodating modern banking realities.

4. Discussion and Conclusion

The findings of this research suggest that the dominant treatment of
current accounts as loans in Islamic banking systems rests on
assumptions that are increasingly inconsistent with both depositor
intent and contemporary monetary realities. By foregrounding the
principle of contractual intent and integrating empirical evidence, the
study demonstrates that current accounts align more closely with the
concept of wadiah than with qard.

Reclassifying current accounts as deposits carries important
jurisprudential and practical implications. It preserves depositor
ownership, restricts unauthorized proprietary use by banks, and
resolves several persistent challenges in Islamic banking—such as
conditional lending practices and concerns over implicit riba.
Moreover, it enhances transparency, trust, and legitimacy within
Islamic financial institutions.

The study concludes by recommending the development of
deposit-based or newly structured accounts within Islamic banking
systems, particularly for sensitive purposes such as holding religious
funds (wujthat shariyyah), where banks must be explicitly prohibited
from proprietary utilization. Such reforms would contribute to
aligning Islamic banking practices more closely with both
jurisprudential principles and depositor expectations, thereby
strengthening the ethical and legal foundations of Islamic finance.

5. Keywords: Interest-free Banking; Islamic Banking; Current Account;
Current Deposit; Deposit (Wadiah); Incomplete Deposit; Loan.

6. JEL Classification: G21, G28, Z12, E42.
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2. Bank Deposit
3. Savings Account
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4. Current Account
5. Fixed Deposit / Time Deposit
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Abstract

1. Introduction and Objective

Religious centers serve as foundational institutions within Islamic
societies, preserving cultural identity, transmitting religious
knowledge, and supporting social welfare. Their ability to fulfill these
roles depends on access to stable and sustainable financial resources.
Among the core instruments of Islamic fiscal law, Khums —a divinely
mandated obligation —stands out as both a legally significant practice
and a substantial potential resource for strengthening the financial
autonomy of religious institutions. As emphasized in Islamic
jurisprudence, Khums contributes not only to institutional stability but
also to social equity and spiritual development across Muslim
communities.

Despite its deep theological and legal roots, existing literature has
often limited its focus to doctrinal and jurisprudential debates, leaving
the practical, managerial, and institutional dimensions of Khums
underexplored. Critical issues such as mechanisms of collection,
organizational coordination, public participation, transparency, and
digital governance remain insufficiently addressed. This gap has
resulted in the absence of an applied, strategic framework for
operationalizing Khums as a sustainable financial resource.

To address this void, the present study employs a grounded theory
approach to investigate the potential of Khums as a sustainable
funding source for Shia religious centers. Drawing upon expert
insights from scholars of Islamic economics, jurisprudence, and
religious administration, the research identifies the multidimensional
factors shaping the effectiveness of Khums, including legal-juridical
foundations, social attitudes, managerial structures, and technological
requirements. The primary objective of the study is to develop a
comprehensive conceptual model that explicates how Khums can be
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transformed into a stable and efficient funding system while
reinforcing religious identity, promoting social justice, and enhancing
the autonomy of religious institutions. By integrating theological
principles with contemporary governance and technological
strategies, the proposed model provides a nuanced and actionable
roadmap for policymakers and institutional leaders.

2. Method and Materials

This applied research adopts a qualitative grounded theory
methodology, appropriate for exploring complex socio-religious
phenomena where empirical data must inform conceptual
development. The study's target population consisted of experts in
Islamic economics, religious governance, and Shia jurisprudence.
Participants were selected through purposeful sampling and
expanded via snowball sampling, ensuring both theoretical relevance
and diversity. Theoretical saturation was achieved after 16 semi-
structured interviews, representing a range of academic and practical
perspectives.

Data collection relied on semi-structured interviews allowing
participants to elaborate freely while adhering to the study’s thematic
focus. Transcribed interviews were analyzed using MAXQDA 2020
through a structured, multi-stage coding process:

- Open Coding: Extraction of meaningful units, yielding initial
concepts related to financial transparency, jurisprudential challenges,
management inefficiencies, digital transformation, and social
engagement.

- Axial Coding: Organization of categories within the paradigm model
(causal conditions, context, intervening conditions, strategies, and
outcomes), identifying the core phenomenon as “Khums as a
sustainable financial mechanism for religious centers”.

- Selective Coding: Integration of categories to construct the theoretical
framework, supported by 1,183 discrete codes across economic, social,
jurisprudential, and managerial dimensions.

The study assessed trustworthiness using the fittingness criterion,
ensuring alignment between data and conceptualization. This
involved validating analytical depth, conceptual coherence, practical
relevance, and contextual grounding. The resulting model provides a
robust theoretical and operational foundation for enhancing financial
governance in religious institutions.
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3. Research Findings

3.1. Causal Conditions

Three major causal conditions contribute to the challenges of Khums

collection:
-Inter-sectarian differences, particularly jurisprudential restrictions
within Sunni legal frameworks, limiting its applicability and scope.
- Intra-sectarian disagreements among Shia authorities regarding
allocation priorities and interpretive approaches.
-Operational and institutional barriers, including decentralized
collection, weak organizational coordination, limited public
awareness, and absence of a standardized framework.

These factors collectively limit the realization of Khums’ financial
potential, which substantially exceeds actual collection levels.

3.2. Core PhenomenonCore Phenomenon
The central finding identifies Khums as a legitimate, equitable, and
sustainable financial source with four essential dimensions:

- Preservation of Shia identity

- Promotion of social justice and redistribution

- Strengthening financial autonomy of religious centers

- Ensuring lawful and ethical income sources

3.3. Contextual Factors

The sustainability of Khums is contingent upon:
- Public participation in decision-making and oversight,
Adherence to jurisprudential rules, and
- Sincere spiritual intention in fulfilling a divine obligation.
These contextual components enhance legitimacy and foster
community engagement.

3.4. Intervening Conditions
Four major intervening dimensions shape system performance:
- Legal and structural frameworks,
- Institutional financial and managerial capacities,
- Transparency and public trust,
- Centralized oversight and policymaking.

Among these, transparency and trust emerged as the strongest
determinants, with 137 supporting codes.

3.5. Strategic Actions
To strengthen sustainability, the study identifies four strategic clusters:
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- Digitalization and financial transparency (e.g., user-friendly Khums
calculators, integrated digital platforms),

- Adaptive jurisprudential and policy reforms,

- Modern financial management and investment planning,

- Educational and cultural initiatives to enhance awareness and
motivation.

3.6. Outcomes

Implementing these strategies leads to multidimensional positive
outcomes:

- Economic outcomes: long-term financial stability, increased resource
mobilization, and sustainable investment.

- Social outcomes: reduced inequality, improved welfare, and
enhanced social cohesion.

- Spiritual and identity outcomes: reinforcement of religious identity
and moral commitment.

- Religious innovation outcomes: strengthened capacity for research,
training, and institutional development.

- These findings position Khums as a multi-purpose instrument
capable of advancing economic empowerment, social justice, and
religious-cultural sustainability.

4. Discussion and Conclusion

This study demonstrates that Khums possesses far greater potential
than traditionally recognized. As both a fiscal instrument and a moral-
religious obligation, Khums can strengthen the financial
independence, social influence, and identity cohesion of religious
centers when supported by transparent management, technological
integration, community participation, and coherent policymaking.

The grounded theory model highlights the interconnectedness of
causal, contextual, intervening, and strategic factors necessary for
effective implementation. Key determinants—such as financial
transparency, public trust, centralized oversight, and digital
governance —play decisive roles in enhancing system performance.
Simultaneously, spiritual elements like adherence to jurisprudential
principles and sincere intention ensure legitimacy and community
acceptance.

By proposing an integrated economic-justice framework, this
study fills a significant gap in Islamic finance literature. The findings
demonstrate that Khums can serve not only as a revenue source but as
a transformative mechanism that combines economic empowerment,
social welfare, identity preservation, and religious innovation. The
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model offers practical guidance for policymakers, religious authorities,
and institutional managers seeking to modernize and optimize the
administration of religious financial assets.

Ultimately, the study shows that when supported by institutional
reforms and community engagement, Khums can evolve into a
strategic, multidimensional tool for sustainable religious and
socioeconomic development, comparable to global religious financial
systems.

5. Keywords: Khums; Sustainable Income; Financial Independence;
Financial Transparency; Social Justice; Religious Centers; Grounded
Theory.

6. JEL Classification: H2; H26; H3; H41; D31; D63; Z12; P48; O17.
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Abstract

1. Introduction and Objective

Takaful, as a Sharia-compliant alternative to conventional insurance,
has experienced significant growth across Islamic countries over
recent decades. Its cooperative structure, ethical foundations, and
emphasis on shared responsibility have positioned it as a viable and
competitive model even in several non-Muslim markets. The
theoretical advantages of Takaful —such as reduced moral hazard,
diminished adverse selection, enhanced transparency, and alignment
of incentives between participants and operators —suggest that it can
contribute meaningfully to improving financial inclusion,
strengthening risk-sharing mechanisms, and fostering equitable
insurance markets.

Although Iran has made preliminary efforts toward introducing
Takaful, its implementation remains limited and faces substantial
financial and economic constraints. Unlike Sunni-majority countries,
where jurisprudential positions prohibit certain conventional
insurance contracts and therefore create a strong religious motivation
to adopt Takaful, Iran’s predominantly Shia population does not
recognize a jurisprudential necessity for replacing conventional
insurance. As a result, Takaful in Iran cannot rely on religious
motivation alone, and must instead be economically competitive,
operationally feasible, and financially attractive for both insurers and
insureds.

The Iranian macroeconomic environment compounds these
challenges. Persistently high inflation, a significantly negative real
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interest rate, elevated loss ratios, limited investment opportunities
with high liquidity, and structural constraints in the insurance sector
differentiate Iran from successful Takaful markets such as Malaysia,
Saudi Arabia, Turkey, and the UAE. Moreover, the relatively low
insurance penetration rate in Iran and the potential small scale of
Takaful operations may undermine the law of large numbers,
increasing volatility in claims and weakening the financial stability of

Takaful funds.

Given these complexities, this study aims to identify, categorize,
and validate the financial-economic challenges of implementing
Takaful in Iran and subsequently propose feasible policy solutions
tailored to the Iranian context. Unlike previous research, which has
largely focused on conceptual or jurisprudential analyses, this study
adopts a fully operational and implementation-oriented perspective.
It systematically investigates both insurer-side and participant-side
incentives, financial sustainability concerns, liquidity risks, loss ratio
dynamics, investment constraints, and structural impediments that
may impede the establishment of a viable Takaful system in Iran.

2. Methods and Materials

This research is applied in nature and utilizes a comparative and
qualitative methodology. To ensure methodological rigor and
validity, multiple qualitative research techniques were triangulated,
including exploratory open-ended questionnaires, content analysis,
Delphi validation, in-depth structured interviews, thematic coding,
and focus group evaluation.

Phase 1: Identification of Potential Challenges

In the first stage, exploratory open-ended questionnaires were
distributed among experts specializing in economics, insurance and
actuarial science, Takaful, Islamic jurisprudence, reinsurance,
financial markets, and insurance operations. These experts possessed
postgraduate academic backgrounds and an average of at least 15
years of professional experience in the insurance industry. Responses
were analyzed using qualitative content analysis and thematic
coding, which resulted in the extraction of 30 preliminary financial-
economic challenges related to Takaful implementation.

Phase 2: Delphi Validation of Challenges
The extracted challenges were subsequently subjected to a two-
round Delphi process involving 12 experts.
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- Round 1: Experts evaluated each challenge in terms of
relevance and importance.

- Round 2: Experts rated the importance of each item on a 10-
point Likert scale, with an acceptance threshold of >3.5.

As a result, 24 key challenges were retained and classified into
seven major components, including insurer motivation, participant
motivation, fund liquidity, investment constraints, loss ratio
dynamics, actuarial concerns, and transparency-related issues.

Phase 3: Identification of Policy Solutions

To formulate practical solutions to the validated challenges, in-
depth structured interviews were conducted with the same expert
group. Responses were analyzed using thematic analysis, and
solution themes were linked to their corresponding challenge
categories. Six major thematic solution categories were identified.

Phase 4: Delphi Validation of Solutions

Another two-round Delphi process was conducted to evaluate the
feasibility and importance of each proposed remedy. Using a
threshold of 26 on a 10-point scale, 18 solutions were selected as the
most significant.

Phase 5: Focus Group Validation

Finally, a focus group of five senior insurance practitioners was
convened to assess the operational feasibility of the approved
solutions. The group endorsed 14 solutions as practically
implementable within Iran’s current regulatory, economic, and
institutional environment. Inter-evaluator agreement, measured
using Cohen’s Kappa, exceeded 0.7 for all pairs of evaluators,
confirming high reliability.

3. Research Findings

The findings show that the most critical financial-economic barriers
to implementing Takaful in Iran stem from inflation-driven incentive
distortions, negative real investment returns, high loss ratios, and
liquidity vulnerabilities within Takaful funds.

Key Finding 1: Weak Incentives for Participants and Insurers

High inflation and negative real returns discourage participants from
contributing personal capital to Takaful funds. Since returns on high-
liquidity investments do not compensate for inflation, the real value
of participants” contributions declines, eroding incentives. Similarly,
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insurers lose the traditional investment profits of conventional
insurance because investment returns in Takaful accrue to
participants rather than to the operator. Additionally, religious
motivation —an important driver in Sunni-majority countries— plays
a minimal role in Iran.

Key Finding 2: Liquidity and Investment Constraints

Because Takaful funds must maintain high liquidity to meet claims
obligations, they cannot invest heavily in long-term or illiquid assets
that might outperform inflation. Meanwhile, the persistently negative
real interest rate in Iran further reduces effective returns. This
mismatch between inflation and investment returns creates a
liquidity deficit when inflation-driven claim amounts rise.

Key Finding 3: High Loss Ratios and Actuarial Instability

Iran's loss ratios are significantly higher than those of leading Takaful
markets. Combined with potentially low participation rates, the
applicability of the law of large numbers diminishes, reducing the
accuracy of actuarial pricing and increasing volatility in claims
relative to contributions.

Key Finding 4: Risk-Pool Composition Challenges
Experts highlighted that without careful risk segmentation, the influx
of high-risk participants could destabilize the fund. The Delphi

method identified the most important single solution as:

“Adopting low-risk participants during initial years and excluding
high-risk participants through detailed risk classification.”

4. Discussion and Conclusion
The study concludes that although Iran faces substantial financial-
economic  challenges in  establishing Takaful, successful
implementation is achievable through a combination of regulatory,
financial, operational, and investment-related policy measures. The
findings stress that importing Takaful models from Malaysia or GCC
countries without adaptation to Iran’s distinct macroeconomic
conditions would be ineffective. Instead, Iran requires a localized
model engineered to withstand high inflation, negative real returns,
high loss ratios, and limited incentives.
Key policy recommendations include:
* Strengthening Capital and Supporting the Fund
— Issuing guarantee sukuk (Islamic bonds) to increase
operators’ supporting capital.
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— Utilizing government or charitable contributions to
compensate for the inability to provide interest-free loans.
— Limiting or postponing profit distribution in early years to
build capital reserves.

* Enhancing Liquidity and Investment Performance

— Investing in supply chains and value-added sectors
related to insured risks to hedge against inflation-driven
claims.

— Investing in higher-return markets with controlled
exposure through delayed claim payment structures.

— Designing products so that only medium to large claims
are covered, reducing operational burdens.

* Improving Risk Management and Transparency
—  Excluding high-risk entrants and focusing on low-risk

participants in early stages.

— Implementing quota-based mechanisms linking benefits to
contribution size.

— Using blockchain platforms to increase transparency and
reduce fraud.

—  Setting explicit claim caps in catastrophic events.

Overall, the research underscores that Takaful can promote
fairness, strengthen risk-sharing practices, and enhance the long-term
sustainability of Iran’s insurance sector—provided that its
implementation is grounded in realistic economic assessment and
supported by adaptive, evidence-based policy intervention. With
proper design, Takaful can complement conventional insurance in
Iran, expand coverage, and create new cooperative financial
instruments aligned with both economic and ethical principles.

5. Keywords: Takaful; Inflation; Implementation Model; Interest Rate;
Loss Factor.

6. JEL Classification: G22, E31, E43, G28, D81, D78
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Abstract

1. Introduction and Objective

Over the past decade, cryptocurrencies have emerged as a significant
financial and technological phenomenon, raising fundamental
questions about the nature of money, assets, and monetary
sovereignty. Unlike conventional fiat money, cryptocurrencies operate
largely outside the direct control of states and central banks, relying
instead on decentralized technologies such as blockchain and
distributed ledgers. This development has challenged traditional
frameworks of monetary governance and has generated extensive
debates in economics, law, and Islamic jurisprudence regarding the
legitimacy, classification, and regulatory treatment of these
instruments.

From a governance perspective, cryptocurrencies simultaneously
exhibit monetary functions —such as acting as a medium of exchange,
unit of account, or store of value—and asset functions, including
investment, speculation, and wealth preservation. The coexistence of
these functions has important implications for monetary policy,
financial stability, and regulatory design at both national and
international levels. While some cryptocurrencies aspire to function as
money, others primarily operate as digital assets with limited or no
monetary roles. Failure to distinguish clearly between these functions
may lead to inappropriate regulatory responses and flawed
jurisprudential judgments.

The primary objective of this study is to provide a jurisprudential
and economic analysis of issuing money outside state sovereignty by
relying on a functional typology of cryptocurrencies. The research
seeks to clarify whether and under what conditions cryptocurrencies
can be regarded as money or assets from the perspective of Islamic
jurisprudence, and how this distinction affects the legitimacy of their
issuance, circulation, and regulation. In doing so, the paper aims to
contribute to policy debates by offering a nuanced framework that
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aligns jurisprudential principles with observed market behavior and
contemporary regulatory practices.

2. Methods and Materials

This research adopts a descriptive-analytical methodology grounded
in library-based studies and qualitative analysis. Classical and
contemporary jurisprudential sources are examined to extract the
foundational principles governing money, assets, contracts, and
monetary authority in Islamic law. These principles include the role of
custom (‘urf), the concept of value (maliyya), the conditions for the

validity of transactions, and the jurisprudential bases for monetary
issuance and governance.

In parallel, the study analyzes empirical data related to the
cryptocurrency market, with particular attention to price volatility,
market capitalization, and trading volume of major cryptocurrencies.
Indicators such as the ratio of daily trading volume to total market
capitalization are used to assess whether a cryptocurrency
predominantly functions as a medium of exchange or as an investment
asset. Regulatory approaches adopted by countries with affirmative or
supportive stances toward cryptocurrencies—especially developed
economies —are also reviewed to identify prevailing policy patterns
and rationales.

By integrating jurisprudential reasoning with economic analysis
and comparative regulatory observation, the study provides a
comprehensive framework for evaluating cryptocurrencies beyond
purely technical or speculative perspectives. This interdisciplinary
approach allows for a more accurate classification of cryptocurrencies
and a clearer understanding of their implications for monetary and
financial governance.

3. Research Findings

The findings of the study indicate that cryptocurrencies cannot be
treated as a homogeneous category from either an economic or
jurisprudential standpoint. A functional typology is essential to
distinguish between cryptocurrencies that exhibit monetary
characteristics and those that primarily operate as assets.

First, with regard to cryptocurrencies that claim intrinsic value or
are backed by tangible assets (such as gold-backed tokens) or fiat
currencies (stablecoins), the validation of the declared backing is of
central importance. From a jurisprudential perspective, ensuring the
authenticity and transparency of the backing serves to prevent fraud,
deception, and unjust enrichment. The study finds that the legitimacy
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of such cryptocurrencies does not depend on the identity of the
supervising authority; rather, what matters is the existence of reliable
and effective mechanisms for verification and disclosure, whether
public or private.

Second, cryptocurrencies with clearly established non-monetary
functions —such as those primarily used for governance rights, utility
access, or specific technological services—fall outside the scope of
debates concerning the issuance of money. These instruments should
be analyzed as assets rather than money, and their issuance is subject
to general jurisprudential rules governing property and contracts, not
monetary authority.

Third, market behavior analysis reveals that the majority of major
cryptocurrencies, including Bitcoin and Ethereum, function
predominantly as investment assets rather than as mediums of
exchange. Their relatively low ratios of daily transaction volume to
total market capitalization suggest that most holdings are retained for
capital gains rather than transactional use. Consequently, their impact
on national and international monetary systems remains limited. This
observation is consistent with the regulatory treatment in many
developed countries, where such cryptocurrencies are classified as
financial assets and subjected to taxation and financial market
regulations rather than monetary policy controls.

An important exception is Tether (USDT), a stablecoin whose
trading volume constitutes a substantial share of the total
cryptocurrency market volume. Tether effectively operates as a
medium of exchange within the crypto ecosystem, facilitating
conversions between fiat currencies and other cryptocurrencies. Its
functional role aligns closely with that of money within this specific
market context, although its influence on broader national or
international monetary systems remains constrained.

4. Discussion and Conclusion
The analysis demonstrates that a functional and behavior-based
approach is essential for both jurisprudential evaluation and policy
design in the context of cryptocurrencies. Treating all cryptocurrencies
as money risks overstating their monetary impact and misapplying
jurisprudential and regulatory principles. Conversely, ignoring their
potential monetary roles may underestimate the need for oversight in
specific cases, such as stablecoins with high transactional usage.

From a policy perspective, the findings suggest that regulatory
efforts should primarily focus on the financial market implications of
cryptocurrencies rather than framing them as direct threats to
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monetary sovereignty. Financial market regulation —addressing issues
such as consumer protection, market integrity, fraud prevention, and
systemic risk —is better suited to the predominant asset-like nature of
most cryptocurrencies. Monetary regulation becomes relevant only in
limited cases where a cryptocurrency demonstrably fulfills monetary
functions at scale.

However, the study also acknowledges that contextual factors
matter. In countries experiencing sanctions, geopolitical conflicts, or
severe currency instability —such as Iran, Venezuela, or Russia—
cryptocurrencies may have more pronounced effects on foreign
exchange markets and capital flows. In such contexts, supplementary
regulatory considerations related to currency substitution, capital
flight, and exchange rate stability may be warranted.

In conclusion, this research argues that issuing money outside
sovereignty, when examined through a jurisprudential and economic
lens, cannot be evaluated in abstract or uniform terms. A nuanced
typology based on function, market behavior, and verification
mechanisms provides a more accurate basis for determining
legitimacy and appropriate governance. By aligning Islamic
jurisprudential principles with empirical market realities, the study
offers a coherent framework for policymakers, scholars, and regulators
seeking to navigate the evolving landscape of cryptocurrencies.

5. Keywords: Tether; Financial Market; Issuing Money; Digital Assets;
Cryptocurrencies.
6. JEL Classification: E42, E44, E51, G28, G38.
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23. Digital Currency
24. Virtual Currency
25. Cryptocurrency
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32. Capital Gain
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33. Media and Entertainment Tokens
34. Non-Fungible Tokens (NFTs)
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Abstract

1. Introduction and Objective

The expansion of financial instruments for project financing
constitutes one of the most critical needs of contemporary capital
markets, particularly in Islamic financial systems that seek to avoid
interest-based mechanisms. Conventional participatory contracts,
such as musharakah and mudarabah, although theoretically aligned
with Islamic principles, often encounter serious practical and Shariah-

related challenges due to their variable income streams, uncertainty in
returns, and complex monitoring requirements. These challenges have
motivated policymakers and market participants to explore alternative
Islamic instruments that provide greater certainty while maintaining
Shariah compliance.

Among Islamic financial instruments, Jjarah Sukuk have emerged
as one of the most widely used and operationally successful tools for
financing large-scale projects. Their asset-backed nature, predictable
cash flows, and relative simplicity have contributed to their extensive
adoption across various jurisdictions. Despite this global development,
the Iranian capital market has thus far relied on a limited form of Jjarah
Sukuk, primarily restricted to leases involving existing and identifiable
assets. In contrast, many Islamic countries have developed and
implemented more diversified forms of Ijarah Sukuk, including
instruments designed to finance assets that are not yet constructed or
delivered at the time of issuance.

One such instrument is Forward [jarah Sukuk, also referred to in
Islamic jurisprudence as Ijarah Mawstafah fi al-Dhimmah. In this
structure, the leased asset does not exist in a tangible form at the time
of contract execution; instead, its essential characteristics are precisely
defined in the contract, and the lessor undertakes to deliver an asset
conforming to those specifications at a future date. This structure offers
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a potentially effective solution for financing infrastructure, real estate,
and service-based projects that are under construction or planned for
future delivery.

Despite its practical relevance, the application of Forward Ijarah
Sukuk within the framework of Imami (Twelver Shi1) jurisprudence

has not been sufficiently explored in the Iranian academic literature.
Accordingly, the primary objective of this study is to examine the
jurisprudential validity of Forward ljarah Sukuk from the perspective
of Imami figh. The research seeks to address key questions concerning
the permissibility of leasing non-existent assets, the legitimacy of
advance rental payments, the tradability of such sukuk in secondary
markets, and the allocation of rights and obligations between
contracting parties in the presence of operational risks.

2. Methods and Materials

This research adopts a qualitative and applied approach, employing a
descriptive-analytical methodology. The study relies primarily on
library-based research, drawing upon classical and contemporary
Imami jurisprudential sources, including foundational works on
ijarah, bay, and gharar, as well as modern figh discussions related to

Islamic financial instruments. In addition, relevant legal materials —
such as the Iranian Civil Code and regulatory guidelines governing the
issuance of [jarah Sukuk — are examined to ensure consistency between
jurisprudential analysis and existing legal frameworks.

The analytical process proceeds in several stages. First, the
conceptual foundations of Ijarah Sukuk and Forward ljarah contracts
are clarified, with particular attention to the distinction between
leasing an existing asset (‘ayn muayyanah) and leasing an asset

described in liability (kulli fi al-dhimmah). Second, the study analyzes
the jurisprudential conditions for the validity of ljarah Mawsifah fi al-
Dhimmah, focusing on issues such as the requirement of certainty
(ilm), the avoidance of excessive uncertainty (gharar), and the

permissibility of deferred delivery.

Third, the research evaluates the permissibility of advance rental
payments prior to the delivery of the leased asset, based on Imami
jurisprudential principles governing ownership of benefits (manfaah)

and contractual stipulations. Fourth, the tradability of Forward Ijarah
Sukuk in secondary markets is examined, with special consideration
given to the jurisprudential debate surrounding the sale of benefits and
claims versus the sale of tangible assets. Finally, the study identifies
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and analyzes key operational risks associated with Forward Ijarah
Sukuk—such as asset destruction, non-delivery, and non-
conformity —and assesses the legal and jurisprudential remedies
available to lessors and lessees in each scenario.

3. Research Findings

The findings of this study demonstrate that ljarah Mawsufah fi al-
Dhimmah is, in principle, valid under Imami jurisprudence, provided
that the leased asset is described with sufficient precision to eliminate
material uncertainty. Classical and contemporary Imami jurists
generally agree that the existence of the leased asset at the time of
contract is not a necessary condition for the validity of an Ijarah
contract, so long as the characteristics affecting value and utility are
clearly specified. Consequently, leasing future assets does not
inherently violate Shariah principles.

The analysis further reveals that the primary objection raised
against Forward Ijarah—namely, the allegation of gharar—can be
effectively addressed through detailed contractual descriptions that
remove ambiguity regarding the nature, quality, and specifications of
the asset. Jurisprudential discussions indicate that uncertainty
concerning the future realization of an asset does not automatically
constitute prohibited gharar, particularly where such uncertainty is
commonly tolerated in rational commercial practice.

Regarding rental payments, the study finds that advance payment
of rent prior to the delivery of the leased asset is permissible under
Imami figh if it is explicitly stipulated in the contract and mutually
agreed upon by the parties. Such stipulations do not contradict the
essence of the ljarah contract, as ownership of benefits may be
established contractually even if their actual enjoyment is deferred.

In relation to secondary market trading, the findings suggest that
Forward ljarah Sukuk may be traded under certain conditions. When
the sukuk represent ownership of a defined benefit linked to a
described asset obligation, and not merely a debt claim, their
tradability can be justified within the framework of Imami
jurisprudence. Nevertheless, careful structuring — potentially through
the use of ancillary contracts such as sulh—may be required to avoid
contentious interpretations.

Finally, the study identifies several operational risks inherent in
Forward Ijarah Sukuk, including the destruction of the asset prior to
delivery, failure to deliver the asset on time, and discrepancies
between the delivered asset and contractual specifications.
Jurisprudential analysis shows that, due to the kulli fi al-dhimmah
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nature of the obligation, the lessor remains responsible for providing a
substitute asset that meets the agreed specifications. Where delivery
becomes impossible or non-conformity persists, the lessee is entitled to
contractual remedies, including rescission and compensation.

4. Discussion and Conclusion

The findings of this research contribute to the growing body of Islamic
finance literature by demonstrating that Forward Ijarah Sukuk can be
reconciled with the principles of Imami jurisprudence. Contrary to
prevailing assumptions that restrict [jarah to existing assets, the study
shows that Imami figh provides sufficient doctrinal flexibility to
accommodate leases of future assets, provided that contractual clarity
and risk allocation are appropriately addressed.

From a policy and market perspective, the adoption of Forward
[jarah Sukuk could significantly enhance the capacity of the Iranian
capital market to finance infrastructure and development projects that
cannot be supported through conventional Ijarah structures. By
enabling rental payments prior to asset delivery and facilitating
predictable cash flows, these instruments offer a practical alternative
to participatory contracts while remaining faithful to Shariah
principles.

Nevertheless, the study underscores the importance of robust
contractual design and regulatory oversight to manage operational
risks and safeguard the rights of investors. Explicit stipulations
concerning asset specifications, delivery timelines, remedies for non-
performance, and mechanisms for dispute resolution are essential for
ensuring both jurisprudential validity and market confidence.

In conclusion, the research recommends that Forward Ijarah Sukuk
be considered for implementation within the Iranian capital market,
subject to appropriate jurisprudential approval and regulatory
adaptation. Such an initiative could diversify Islamic financial
instruments, strengthen project financing capabilities, and contribute
to the sustainable development of Shari'ah-compliant capital markets.

5. Keywords: ljarah; Jjarah Sukuk; Imami Jurisprudence; ; Mawsufah
fi al-zimmah; Islamic Securities.

6. JEL Classification: G23, G24, Z12.
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Abstract

1. Introduction and Objective

Risk management constitutes a fundamental pillar of financial stability
in Islamic financial institutions, particularly within the takaful system,
which is founded upon the principles of mutual cooperation, risk
sharing, and Shariah compliance. Unlike conventional insurance,
takaful operates through distinct risk funds that are collectively owned
by participants and managed by operators under specific contractual
and governance arrangements. The sustainability and effectiveness of
takaful funds depend critically on the accurate identification,
prioritization, and management of multidimensional risks that arise at
both operational and strategic levels.

In emerging takaful markets such as Iran, the establishment and
management of takaful risk funds face compounded challenges due to
regulatory  constraints, limited Shariah-compliant financial
instruments, macroeconomic volatility, and political and institutional
uncertainties. These challenges necessitate the development of a
comprehensive and context-sensitive risk management framework
that not only captures the complexity of takaful operations but also
aligns with Islamic financial principles.

Despite the growing body of literature on takaful, existing studies
often address risk factors in isolation or focus on specific dimensions
such as underwriting or Shariah governance, without offering an
integrated  analytical framework capable of explaining
interdependencies among risk categories. Moreover, limited empirical
research has examined the structural relationships and causal
dynamics among risks across different types of takaful funds,
particularly in the context of Iran’s insurance industry.
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Accordingly, the primary objective of this study is to design an
integrated model for the establishment and risk management of
takaful risk funds by identifying and prioritizing key risk factors and
analyzing their causal relationships. To achieve this objective, the
study combines qualitative and quantitative approaches by integrating
Grounded Theory with Structural Equation Modeling (SEM) and the
fuzzy DEMATEL method. The proposed model aims to support
strategic decision-making for takaful operators by providing a
systematic framework for risk identification, prioritization, and
mitigation across family, general, and re-takaful risk funds.

2. Methods and Materials

This research adopts an applied and exploratory design and follows a
mixed-methods approach comprising qualitative and quantitative
phases. In the qualitative phase, the Grounded Theory methodology
was employed to identify and categorize the principal risks associated
with takaful fund establishment and management. Semi-structured
interviews were conducted with experts from Iran’s insurance
industry who possess specialized knowledge of takaful operations,
regulation, and risk management.

The study population consisted of senior managers, regulatory
specialists, academics, and practitioners with direct experience in
takaful. Using the snowball sampling technique, a total of 25 experts
were selected, ensuring theoretical saturation of the data. Interview
questions were designed based on an extensive review of the
theoretical foundations of Islamic insurance, takaful governance, and
risk management literature. The qualitative data were systematically
coded through open, axial, and selective coding processes, leading to
the identification of core risk categories and their constituent
components.

In the quantitative phase, the extracted risk dimensions were
analyzed using an integrated analytical framework combining
Structural Equation Modeling and the fuzzy DEMATEL method.
Structural Equation Modeling was employed to assess the relative
importance and weighting of the identified risk dimensions, while
fuzzy DEMATEL was used to examine the intensity of influence and
susceptibility among risk factors and to map their cause-and-effect
relationships. This combination allows for a more robust analysis by
capturing both the structural significance of risks and their interactive
dynamics within the system.

The analysis focused on three primary types of takaful funds
commonly employed in practice: family takaful funds, general takaful
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funds, and re-takaful risk funds. Data reliability and validity were
ensured through expert validation, consistency checks, and
methodological triangulation. The integration of qualitative insights
with advanced quantitative techniques enhances the explanatory
power and practical relevance of the proposed model.

3. Research Findings

The findings of the qualitative analysis revealed five principal
categories of risk that underpin the management of takaful risk funds:
underwriting risk, operational risk, credit risk, liquidity risk, and
market risk. These risk categories were consistently identified across
all types of takaful funds, although their relative importance and
intensity varied depending on the fund structure and operational
context.

The quantitative results demonstrated that operational risk holds
the highest priority among the identified risk categories. Within the
Structural Equation Modeling framework, operational risk achieved
the highest weight, indicating its dominant role in influencing the
overall risk profile of takaful funds. Similarly, the fuzzy DEMATEL
analysis confirmed that operational risk exhibits the greatest level of
interaction with other risk categories, both in terms of influence and
susceptibility.

The cause-and-effect analysis further indicated that operational
risk belongs to the dependent (effect) group of risks, meaning that it is
highly affected by other risk dimensions such as regulatory, political,
and market-related factors. This finding underscores the systemic
nature of operational risk within takaful institutions, where
deficiencies in governance, internal processes, human capital, and
technological infrastructure amplify vulnerabilities across the system.

The prioritization of risk intensity across fund types revealed that
family takaful funds exhibit the lowest overall risk intensity, reflecting
their relatively stable contribution patterns and long-term risk-sharing
arrangements. In contrast, general takaful funds were found to possess
the highest level of risk intensity, driven by higher exposure to
underwriting volatility, claims uncertainty, and market fluctuations.
Re-takaful risk funds occupy an intermediate position, influenced by
both domestic and international risk transmission mechanisms.

These findings collectively highlight the heterogeneity of risk
structures across takaful fund types and the necessity for differentiated
risk management strategies tailored to each fund’s specific
characteristics.
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4. Discussion and Conclusion

The results of this study provide empirical evidence that effective risk
management in takaful systems requires a holistic and integrated
approach that accounts for both the structural importance of risk
categories and their dynamic interrelationships. The dominance of
operational risk emphasizes the critical role of internal governance,
process efficiency, technological capability, and human resource
competence in sustaining takaful operations.

From a practical perspective, the proposed integrated model offers
a valuable decision-support tool for takaful operators and
policymakers by enabling systematic risk prioritization and informed
resource allocation. The differentiation of risk intensity across family,
general, and re-takaful funds further suggests that a uniform risk
management framework may be inadequate, and that fund-specific
strategies are essential to enhance resilience and financial stability.

The study also contributes to the literature on Islamic insurance by
extending risk management analysis beyond descriptive classifications
and introducing a causal modeling perspective grounded in empirical
evidence. By integrating Grounded Theory with SEM and fuzzy
DEMATEL, the research bridges the gap between qualitative
understanding and quantitative rigor.

In conclusion, the findings underscore the necessity for takaful
founders and managers to conduct comprehensive risk assessments
prior to fund establishment and to implement proactive risk mitigation
strategies aligned with the unique characteristics of each fund. The
proposed model can serve as a foundational framework for
strengthening risk governance and promoting sustainable growth
within the takaful industry, particularly in emerging markets such as
Iran.

5. Keywords: Takaful Risk; Risk Management; Risk Fund; Takaful;
Grounded Theory; Fuzzy DEMATEL.

6. JEL Classification: G22, G23, G32.
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