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ABSTRACT

This study begins by elucidating on the status of gold dinar as money from the figh
viewpoint. Upon establishing its legitimacy and supremacy over fiat money, the thesis
then explores and addresses the numerous criticisms, issues, debates regarding gold
dinar and the possibility for its implementation in the current monetary system. In this,
we examine the factors and potential models for public acceptance of this new
financial medium. Upon identifying the desired factors and challenges, the thesis
proposes an appropriate framework for implementing the gold dinar as currency
within the contemporary financial and monetary context followed by a study of its
viability. The study concentrates on the sample of Aceh as an autonomous region for
seeking Islamic rules implementation. Using a mix methods comprising library and
field research, we examined the historical uses of gold in Islam from which we
concluded that the hukm (law) of gold/silver as money is permissible, and can become
compulsory (wajib) for a country, if the objectives of minting gold dinars is to
protecting national independence and sovereignty. In addition, the review indicated
that gold dinar as money serves more benefits while fiat money promotes numerous
harms. Based on a deductive analysis, we found that gold as a measurement of value
is more viable rather than the use of physical gold dinar. The study distributed 200
questionnaires showed that public acceptance of the gold dinar as money is affected
by economic capability, investment capability, social capability, political capability,
and Islamic value. Interestingly, economic factor is the most influential factor.
Structural Equation Modelling (SEM) showed that economic capability (X1), social
capability (X4), and Islamic value (X5) variables positively and significantly
influence public support for adopting the gold dinar as money. The research also
found that mobile payment systems based on gold as a measurement of value were a
good payment system model. The model involved merchants/agents, ICT providers,
clearing house, customers, and regulators. The proposed model facilitates people to
conduct transactions efficiently, easily and safely by using mobile phones. The
sampled scholars, businessmen, politicians, and community leaders shared the belief
that the proposed model can be effectively contribute towards forming a just society
that is prosperous and tranquil. However, Acts, central bank, legal tender law,
government, and political support are serious challenges in implementing the
proposed model. Hence, the study suggested implementation at the Cooperative level
to minimize the influence of inhibiting factors.
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borne only by the owner of the capital, in which case
the entrepreneur gets nothing for his labour.

Lit: the Muslim who conduct the way of life of the
prophet Muhammad. It refers to the name of Islamic
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initiated by Ahmad Dahlan.

They are specialist on the deduction of the Islamic
rules from four major sources: the Qur’an, Hadith,
conscience of the community, and reasoning.

This refers to the minimum amount of property liable
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a judge ruling in accordance with Islamic religious
law (shari‘ah), appointed by the ruler of a Muslim
country. Qadis traditionally have jurisdiction over all
legal matters involving Muslims

Lit: A virtuous loan. Tech: A loan with the stipulation
to return the principal sum in the future without any
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Lit: analogy. Tech: Qiyas is the process of deductive
analogy in which the teachings of the Hadith are
compared and contrasted with those of the Qur’an, in
order to apply a known injunction (nas) to a new
circumstance and create a new injunction.

The name of month in Islamic calendar. It is the 3™
month where the prophet Muhammad was born

This means interest. More specifically, it refers to any
pre-agreed excess paid or received over and above the
principal in a loan contract.

This refers to interest in barter. This indicates the
excess charged in the exchange of commodities of the
same kind (for instance, wheat for wheat, barley for
barley, etc.). Barter transactions were common during
Prophet Muhammad (peace and blessings be upon
him)'s time, and he did not restrict the application of
Riba only to the credit transaction of cash, but to all
types of barter

Goods which has been defined by shari‘ah that the
exchange to be equal for equal. e.g. Gold for gold;
silver for silver, wheat for wheat, barley for barley,
dates for dates and salt for salt. Payment is to be made
on equally on the spot.

Lit: the predecessor or early Muslim. Tech: the
Muslims who life closed to the age of Prophet
Muhammad. Traditionally it refers to the companions,
the followers, the followers of the early followers.
Approximately 400 years in the early of Islamic
emerging.

Lit: supplication. Tech: the practice of physical and
compulsory prayer in Islam as opposed to supplication.
It is one of the five pillars of Muslim

Sale of a monetary value for monetary value.
Exchange of currencies.

Lit: The way. Tech: The way of Allah as shown by the
Qur’an and the sunnah of the Prophet. It is generally
spoken to mean the Islamic law.

Lit: to train and to take care of, the meanings which
are very much there in statesmanship or statecraft.
Tech: Shari‘ah Oriented public policy.

The king who regulate an Islamic state.

It refers to the approval action of the prophet
Muhammad in conjunction to the action of companion
who reported some case to him. Since he did not forbid
or just silent, it reflected to the permissibility.
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A contract between two or more persons who launch a
business or financial enterprise with the purpose of
making a profit.

The generation who lived after the companions of the
prophet Muhammad. They included to the salaf, the
golden age generation in emerging of Islam

Lit: divorce Tech: when a husband or a man initiated a
divorce it is called talag.

The plural of in contemporary usage by Muslims refers
to the religious elite of scholars at the top of the
sectarian hierarchy

Lit: Principles of Islamic jurisprudence. Tech: the
study and critical analysis of the origins, sources, and
principles upon which Islamic jurisprudence is based.
Lit: Detention. Tech: Appropriation or tying up of a
property in perpetuity so that no proprietary rights can
be exercised over the corpus but only over the
usufruct. The wagf property can neither be sold nor
inherited or donated to anyone.

Lit: measure. Tech: the measure of the thing.

Lit: To purify. Tech: A tax that is levied on all persons
having wealth above an exemption limit (nisab) at a
rate fixed by the shari‘ah to purify wealth and souls
from impure love. The object is to take away a part of
the wealth of the well-to-do and to distribute it among
the poor and the needy. It is levied on cash, cattle,
agricultural produce, minerals, capital invested in
industry and business, etc.

Lit: wrongdoing, misuse of Tech: used interchangeably for
cruelty or unjust acts of exploitation, oppression, and
wrongdoing, whereby a person either deprives others of
their rights or does not fulfill his obligations towards them.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

The issue of the gold-dindr as an alternative monetary system to replace the fiat
money system has been a very exciting debate over the last three decades. Rab, H.
(2002), Meera, A. (2002, 2004, 2009, 2011), Sanusi, M. (2002), Halim, et al. (2002),
Allais, M. (1993), Edawati, S. (2013), and Choudhury, M. (1998a) postulated that the
current system has destroyed human prosperity and wealth via an increase of price
levels and an abundance of illegal monopoly.

The current fiat monetisation system was adopted after the Bretton Woods
collapse in 1971. Prior to this, the gold dindr was implemented for 13 centuries and
ended with the collapse of the Ottoman Caliph in 1924. During this period, there was
a just and harmonious monetary system (Vadillo, U., 2008; Edawati, S., 2013; Triono,
D. 2011; Hassan, M. and Coudhury, M., 2002). In addition, Bordo, M. (1993) stressed
that the gold monetary system was much more stable compared to the fiat money
system, which is based on interest and fractional reserve banking. Meera, A. (2009;
2010; 2011; 2012) postulated that the fiat system amplifies the economic distress
cycle, triggering an unjust and unstable economy ultimately contributing to global
economic crises (Edawati, S., 2012b).

Krugman, P. (1999) stated that the world has experienced three global
generations of crises. The First Generation Model (FGM) was caused by the attack of
speculators on the exchange rate in Latin America in 1970 and 1980. The Second
Generation Model (SGM) was famous for the European Exchange Rate Mechanism

(ERM) in 1992. The crisis was due to an interest war between countries. The Third



