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Abstract

A key requirement for defining an economy with a civilizational vision is
the establishment of a fitting monetary system. Studies on desirable
monetary arrangements, especially those by Muslim scholars, indicate
that fractional-reserve banking faces multiple challenges and criticisms
concerning efficiency, stability, optimal resource allocation, protection of
property rights and individual freedom, as well as the promotion of social
and human justice. Therefore, designing alternative monetary
arrangements appears inevitable. Findings of this study, which evaluates
and critiques existing Islamic monetary perspectives and identifies
characteristics of a civilizational model of monetary governance, suggest
that achieving goals such as “sustainable economic and price stability,”
“economic efficiency,” “protection of property rights and individual
freedom,” and “elimination of distributive distortions” requires
transitioning from a dual-layer monetary system (inside money—outside
money) toward a unified monetary system, along with decentralization
and the elimination of directive interventions in money creation. This
vision necessitates the development of self-regulatory mechanisms and
procedures to ensure an endogenous alignment between changes in the
monetary sector and the real economy at all times. Such alignment would
stabilize prices and equilibrium rates in the long term while preventing
the accumulation of systemic risk/debt through a capital market-based
financing model. This approach also enables principled, extensive, and
sustainable financing for production and the redistribution of proceeds
from the creation of new money to all members of society, particularly
those in need.

Keywords: Civilizational Monetary Governance, Monetary Creation
Arrangements, Fractional-Reserve Banking, Dual Money System,

Unified Money Model.
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