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ABSTRACT

Contemporary monetary systems are structurally grounded in interest-based credit and financial intermediation, a configuration
that has generated persistent economic instabilities and normative tensions with the principles of Islamic economics. Within a
non-usurious framework, the elimination of interest cannot be achieved solely through contractual reform in banking; it also
requires rethinking the instruments of payment and settlement that underpin everyday economic exchange. This article adopts
a narrative review approach and a descriptive-analytical method to examine barter as a potential means of payment in a non-
usurious economy, integrating jurisprudential reasoning with economic analysis. Conceptually, barter is distinguished from
related notions such as commutative exchange, debt set-off, and quasi-monetary instruments, highlighting its non-monetary yet
contractual nature. From a jurisprudential perspective, the study analyzes the permissibility of barter within Islamic law,
focusing on its relationship with key concepts such as riba, gharar, possession, and contractual conditions, and emphasizing the
critical distinction between genuine and simulated barter. Economically, the article explores the functional role of barter under
specific conditions including liquidity shortages, financial sanctions, chronic inflation, and currency crises, arguing that barter
can reduce dependence on interest-based banking and enhance economic resilience. The findings suggest that barter should not
be viewed as a full substitute for money, but rather as a complementary instrument that, when properly designed and
institutionally regulated, can contribute to a diversified and normatively coherent architecture of a non-usurious economy.
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EXTENDED SUMMARY

This narrative review article examines barter as a means of payment within a non-usurious economic
framework by integrating jurisprudential analysis with economic reasoning. Contemporary
monetary systems are structurally dependent on interest-based credit and centralized banking
mechanisms, a dependence that has generated persistent theoretical and practical tensions with the
normative foundations of Islamic economics. Beyond the explicit prohibition of riba, interest-based
systems have been criticized for reinforcing financialization, amplifying systemic risk, and
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subordinating real economic exchange to speculative and debt-driven logics. Legal and economic
analyses of modern monetary relations highlight how the dominance of interest-bearing money
reshapes contractual relations and redistributes risk asymmetrically (Bakes, 2024). Even recent
transformations in digital payments and monetary innovation largely preserve the same underlying
logic, reproducing interest-based intermediation in technologically updated forms (Belke & Beretta,
2020). Within this context, the search for alternative payment instruments compatible with a non-
usurious economy has become both a theoretical necessity and a practical concern, especially in
environments marked by monetary instability, restricted financial access, or institutional
constraints. Barter, as a direct exchange of values without monetary mediation, re-emerges in this
debate not as a relic of pre-monetary economies, but as a potential instrument whose conceptual and
functional dimensions warrant systematic re-examination.

From a conceptual standpoint, barter must be carefully distinguished from related notions such as
simple exchange, commutation, mutual debt set-off, and commodity money. Economically, barter
refers to the direct exchange of goods or services without recourse to a monetary unit of account,
while legally it may operate either as a form of reciprocal transfer of ownership or as a mechanism
for extinguishing obligations. Comparative legal analyses demonstrate that reducing barter to mere
debt set-off obscures its broader potential as a payment mechanism independent of monetary
circulation (Fotschl, 2009). Historically, barter has not disappeared with the advent of money; rather,
it has persisted at the margins of monetary systems and has periodically resurfaced during episodes
of liquidity shortage, high inflation, or loss of confidence in official currencies. Empirical
observations from transitional and crisis-ridden economies show that firms and economic agents
often resort to barter to sustain production and exchange when monetary channels become
unreliable (Tsukhlo, 2000). These historical patterns suggest that barter functions as an adaptive
response to structural failures of monetary systems rather than as an inherently inefficient mode of
exchange.

The relationship between barter and monetary theory further complicates its evaluation. Classical
economic theory attributes three core functions to money: medium of exchange, unit of account, and
store of value. Barter is conventionally viewed as deficient because it lacks a standardized unit of
account and a stable store of value. However, macroeconomic analyses indicate that under
conditions of severe monetary instability, official money itself may fail to perform these functions
effectively (Pinto et al., 2000). In such contexts, barter can partially substitute for the medium-of-
exchange function, especially when supported by institutional arrangements that facilitate valuation
and coordination. Attempts to enhance the scalability of barter through contractual units of account
or organized exchange networks further blur the boundary between non-monetary exchange and
quasi-monetary instruments (Belke & Beretta, 2020). This ambiguity underscores the importance of
normative criteria—rather than purely functional ones—in assessing barter’s suitability within a non-
usurious economic order.

The jurisprudential analysis undertaken in this article demonstrates that barter, in principle, is
compatible with Islamic jurisprudence as part of the broader category of commutative contracts. Its
permissibility, however, is conditional rather than absolute. Islamic legal theory emphasizes the
elimination of riba, gharar, and jahalah, alongside the requirement of valid possession (qabd) and
genuine transfer of ownership. Jurisprudential discussions on contemporary payment instruments
reveal that non-cash transactions are not automatically exempt from riba-related concerns; the
structure and effects of the transaction are decisive (Syifa et al., 2022). In barter arrangements
involving homogeneous goods, deferred delivery, or the exchange of debts, the risk of riba al-fadl or
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riba al-nasi’a becomes particularly salient. Legal analyses of possession and control in modern
transactions stress that constructive or notional possession is acceptable only insofar as it grants real
dispositional power to the contracting parties (Adam & Hamat, 2023). Consequently, barter can
function as a legitimate alternative to interest-based monetary transactions only when it ensures
simultaneity, transparency, and substantive equivalence between exchanged values.

Differences among Islamic legal schools regarding specific forms of barter—such as debt-for-debt
exchange, commodity-for-debt barter, and multilateral clearing arrangements—reflect deeper
divergences in how time, obligation, and risk are conceptualized. Comparative perspectives show
that these debates are not unique to Islamic jurisprudence; secular legal systems have similarly
struggled with distinguishing lawful exchange from disguised interest-bearing arrangements (Bakes,
2024). The article further argues that the most critical distinction is between genuine barter and
simulated barter. Simulated barter refers to arrangements that adopt the form of non-monetary
exchange while substantively reproducing guaranteed returns or deferred surpluses characteristic of
interest-based finance. Economic and legal critiques of such practices demonstrate that merely
altering the transactional form does not neutralize the underlying logic of interest extraction (Ross,
1978). From both a jurisprudential and economic perspective, the legitimacy of barter hinges on its
ability to embody real exchange rather than serve as a vehicle for regulatory or ethical circumvention.
From an economic policy perspective, barter exhibits both significant potentials and inherent
limitations within a non-usurious economy. Its capacity to reduce reliance on interest-based
banking, alleviate liquidity constraints, and facilitate exchange under sanctions, inflationary
pressure, or currency crises is well documented. At the same time, barter entails higher transaction
costs, coordination challenges, valuation difficulties, and limited scalability. These constraints
explain why barter has historically functioned as a complementary rather than dominant mechanism
of exchange. Nevertheless, within an Islamic economic architecture that emphasizes pluralism of
instruments, risk-sharing, and linkage to real assets, barter can play a meaningful supporting role
alongside participatory contracts, sukuk structures, and non-cash settlement systems (Bidabad,
2019). The article concludes that barter should not be romanticized as a comprehensive alternative
to money, nor dismissed as an anachronism. Instead, its relevance lies in its conditional, context-
dependent capacity to contribute to a diversified, resilient, and normatively coherent non-usurious
economic system.
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