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ABSTRACT

Inflation is one of the influential economic and social phenomena that some governments, which lack the
ability to control it, sometimes describe as a structural issue. Although inflation is typically examined as
a key variable in macroeconomics, in the absence of effective regulatory measures, it turns into a critical
issue referred to as an "inflationary economy." The government plays a central role in either curbing or
exacerbating inflation. Governmental actions, whether through legislation and regulation or through
executive conduct, can give rise to an inflationary economy. The purpose of the present study is to
investigate whether civil liability for compensating the costs resulting from an inflationary economy is
conceivable under the jurisprudential principles of la zarar (no harm) and justice and equity. This study,
conducted using a descriptive-analytical method and based on library resources, concludes that
considering the government's role in Iran's economy and referring to the principles of la zarar, justice,
and equity in Iranian law, the answer to the above question is affirmative.
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EXTENDED SUMMARY
Inflation, as a pervasive economic phenomenon, generates far-reaching consequences that extend

beyond fiscal instability to broader societal disruptions such as political unrest and loss of public
confidence in institutional structures. In countries like Iran, where the state is both an economic
policy-maker and a dominant actor in the marketplace, the government's role in causing or failing to
mitigate inflationary pressures becomes a focal point of legal inquiry. As Alizadeh and Momeni
(2023) note, inflation diminishes trust in economic systems, and if left unchecked, can catalyze social
and political crises.

Iran’s unique economic model—where the government functions simultaneously as legislator,
regulator, and market participant—raises fundamental legal questions regarding state responsibility
for inflation-induced harm. Past studies have discussed the government’s civil liability when
economic policies, especially fiscal ones, are implemented with gross negligence (Khuvini & others,
2018). Scholars like Bahador and Rastgoy Mashhur (2019) have extended this argument by invoking
jurisprudential doctrines such as tazir (compensation) and itlaf (destruction), suggesting that the
state should be held accountable for devaluing currency and causing economic harm.

More recent literature emphasizes the de facto connection between state policy and systemic
inflation. For example, ShafiiMazandarani and others (2020) argue that the purchasing power—not
nominal value—of money is central to economic justice in Islamic jurisprudence. Similarly,
Montazeri and colleagues (2023) underscore that government accountability in Islamic law includes
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ensuring citizen welfare, making the case for compensatory mechanisms in inflation-driven harm
even more robust.

Despite these insights, limited attention has been paid to the confluence of economic policy, legal
accountability, and Islamic jurisprudential principles such as la zarar (no harm), justice, and equity.
This study attempts to fill this gap by exploring whether civil liability for inflation-induced harm can
be justified under these principles in Iranian law.

This research adopts a descriptive-analytical method and is based entirely on library resources.
Doctrinal legal analysis was used to examine existing literature on state civil liability, economic
regulation, and jurisprudential principles in Islamic law. The investigation was structured around
three primary analytical axes: (1) the relationship between inflation and state economic conduct; (2)
the legal conceptualization of government actions under public law; and (3) the jurisprudential
principles of la zarar, justice, and equity as normative grounds for imposing liability on the state.
Sources include Iranian legal texts, constitutional principles, and prominent scholarly
interpretations from the fields of Islamic jurisprudence and economic law.

The findings confirm that the state's economic decisions are central to the production and
perpetuation of inflation. Empirical and doctrinal evidence suggests that inflation in Iran is largely
driven by structural reliance on oil revenues, disproportionate public expenditures, and ineffective
monetary policies. The Iranian government’s dual role as economic planner and market participant—
enshrined in Article 44 of the Constitution—means that it can no longer invoke sovereign immunity
to avoid civil liability for economic harm.

From a legal standpoint, Iranian public law is undergoing a paradigmatic shift from a "welfare state"
model to a "meta-regulatory state," wherein part of the state's normative functions are delegated to
independent institutions. This shift, however, does not diminish state responsibility under Article 11
of the Civil Liability Law or under constitutional principles such as government accountability and
rule of law.

Jurisprudentially, the la zarar rule—especially its third interpretation that mandates compensation
for harm even when explicit legal directives are lacking—was found applicable to inflation-induced
economic damage. In Islamic legal theory, any form of harm that remains uncompensated
contradicts the Shariah. The analysis supports the view that a government sanctioned under Islamic
norms cannot evade liability for sustained economic harm to its citizens.

Additionally, principles of justice and equity reinforce the notion of compensatory liability. Islamic
conceptions of justice, as articulated by scholars such as Naraghi and further exemplified by
historical legal correspondences like that of Ayatollah Meshkini, prioritize fairness and
proportionality. Economic policies that erode the real value of money, if left unaddressed, contravene
this moral imperative.

The concept of ensaf (equity) further bolsters the argument. Equity calls for judicial decisions that
consider the full scope of a case and deliver outcomes that align with societal conscience. In the
context of economic governance, ensaf demands state policies that are foreseeable, transparent, and
non-disruptive to citizens’ financial planning. A failure in this regard, as observed in erratic
inflationary practices, legitimizes compensatory claims against the state.

This study concludes that the state’s civil liability for inflation-induced harm is both legally and
jurisprudentially viable within the Iranian legal system. The integration of state functions in both
public policy and market operations invalidates the traditional separation between regulatory
actions and civil accountability. The jurisprudential principle of la zarar clearly provides a
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foundation for establishing compensatory obligations on the part of the state, especially when its
actions result in sustained and systemic economic harm.

Furthermore, the principles of justice and equity, deeply embedded in both Islamic jurisprudence
and Iran’s constitutional framework, reinforce this obligation. Justice requires that economic
policies do not disproportionately harm certain segments of the population, while equity ensures
that legal remedies are adapted to real-world complexities and social expectations.

Taken together, these findings suggest a compelling case for judicial recognition of the state's liability
in situations of persistent inflation driven by poor policy decisions. This recognition not only serves
as a corrective mechanism but also reinforces public trust in legal institutions. Ultimately, such
accountability can lead to more transparent, responsive, and citizen-centered economic governance
in Iran.
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