k]

Vol.26 / No.103 / Autumn 2026 '

A Quarterly Journal on Islamic Economics |

0 ;

EGHTESAD-E ISLAMI (A Quarterly Journal on Islamic Economics)
Vol.26 / No.103 / Autumn 2026

ISSN: 1735-3262

https://eghtesad.iict.ac.ir

JEL Classification: D20, D10, D19, Z12

Analysis of the Production Pattern from a Behavioral Econom-

ics Perspective within the Framework of Islamic Principles

Seyyed Reza Hosseini* (Corresponding Author)
Associate Professor, Department of Economics, Research Institute of Hawzah and University, Qom, Iran.
Email: srhoseini@rihu.ac.ir

Elaheh Keshtkar
PhD Candidate in Economics (Islamic Economics), University of Qom, Qom, Iran.
Email: elahekeshtkar2024@gmail.com

Useyourdevicewosean | | CiEAtION Hosseini, S.R. , Keshtkar, E. .(2026). Analysis of the Production Pattern

and read the article online|

4 [=] | | from a Behavioral Economics Perspective within the Framework of Islamic Principles .
EGHTESAD-E ISLAMI (A Quarterly Journal on Islamic Economics). 26 (103): 5-48

d 10.22034/iec.2026.2072438.2938

Received: 22 October 2025 , Accepted: 24 May 2026
Abstract

Introduction: Conventional neoclassical economics models assume that produc-
ers are fully rational agents who aim to maximize profit, and their decisions are
made solely based on complete information and cost-benefit analysis. However,
extensive evidence from behavioral economics shows that the actual behavior of
producers is influenced by various psychological and social factors, including be-
havioral preferences, cognitive limitations, non-financial goals, emotions, ethical
rewards, experiential learning, and social norms. The present study aims to fill this
theoretical gap by presenting a novel framework for analyzing producer behavior
through the integration of behavioral economics and the value-based foundations
of Islamic economics.

Research Objective: The main objective of this study is to present a novel model
for analyzing producers’ decisions by integrating behavioral economics with the
principles of Islamic economics.

Research Methodology: This research has employed a library-based method to
examine the theoretical foundations of conventional economics, behavioral eco-
nomics, and Islamic economics. Then, through an integrative approach, a new
conceptual model has been designed, and the behavior of the Muslim producer has
been modeled using graphical analysis and mathematical definitions.

Research Findings: The results indicate that a Muslim producer, by accepting
ethical costs and relying on spiritual motivations, forgoes part of short-term maxi-
mum profit and increases the level of production. In the proposed model, the new
equilibrium point occurs at a higher production level and a lower price compared
to the conventional model, and the supply curve shifts to the right.

Conclusion: The integration of behavioral economics with the ethical and val-
ue-based principles of Islam offers a more realistic and justice-oriented model of
production. This framework can serve as a basis for designing production policies
based on behavioral incentives and value-orientations.

Keywords
Production Pattern, Behavioral Economics, Behavioral Preferences, Behavioral
Learning, Social Norms, Non-Financial Goals.
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Extended Abstract

Introduction

Conventional production models in neoclassical economics are built
upon the assumption of fully rational producers who act solely to maximize
profit. In these models, producers are viewed as homo economicus—per-
fectly informed, logically consistent, and driven exclusively by self-interest
and monetary gain. Decisions are made through precise cost-benefit calcu-
lations, with the goal of achieving optimal output where marginal revenue
equals marginal cost (MR = MC). However, extensive empirical evidence
from behavioral economics has challenged these idealized assumptions. Re-
al-world producers’ decisions are significantly influenced by cognitive lim-
itations, behavioral biases, non-financial goals, emotions, ethical rewards,
experiential learning, and social norms .

These psychological and social factors lead to deviations from pure profit
maximization. Producers may accept lower profits to fulfill social respon-
sibilities, maintain ethical standards, or respond to cultural and religious
values. In Muslim societies, where Islamic economic principles play a cen-
tral role, such behavioral dimensions gain even greater importance. Islamic
economics emphasizes not only efficiency but also justice, social welfare,
spiritual accountability, and ethical conduct in economic activities (Chapra,
1992; Ezzati, 1389).

Despite growing literature in behavioral economics and Islamic econom-
ics separately, there remains a significant gap in integrative frameworks that
simultaneously address cognitive biases, behavioral preferences, and Islamic
ethical constraints in production theory. The present study aims to fill this
theoretical gap by proposing a novel hybrid model that integrates insights
from behavioral economics with the value-based foundations of Islamic eco-
nomics. This framework seeks to provide a more realistic, human-centered,
and justice-oriented understanding of producer behavior in Islamic contexts.

Research Methodology
This research adopts an analytical-descriptive approach. It critically exam-
ines and synthesizes three major streams of literature: conventional neoclassi-
cal production theory, behavioral economics, and Islamic economics. Primary
sources include foundational works in behavioral economics such as Thaler
(2016) and Kahneman (2011), alongside key Islamic economics texts includ-
ing Chapra (1992), Ezzati (1389, 1393), Mirmoezi (1395), and others.
The methodology involves a systematic review of existing theories,
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identification of commonalities and contradictions between the approaches,
and the development of a synthetic conceptual model. Special emphasis is
placed on translating behavioral concepts (such as bounded rationality, loss
aversion, and nudging) into the Islamic ethical framework, which prioritizes
concepts like tawhid (unity of God), justice (adl), social responsibility, and
accountability in the Hereafter.

A new utility function for the Muslim producer is formulated by com-
bining economic profit with behavioral-ethical utility. Graphical models
(including marginal revenue, marginal cost, and adjusted curves) and mathe-
matical equilibrium conditions are employed to illustrate the differences be-
tween conventional and Islamic-behavioral equilibria. The analysis remains
qualitative and conceptual, laying the groundwork for future empirical and
quantitative validation.

Research Findings

The core contribution of this study is the development of a new behavio-
ral-Islamic production model. The producer’s objective function is redefined
as: U(q) = U(n(q), S(a)

where m(q) represents conventional economic profit, and S(q) captures the
utility derived from behavioral and ethical factors, including non-financial goals,
spiritual rewards, social responsibility, and adherence to Islamic principles.

In this model, the equilibrium condition for the Muslim producer shifts
from the conventional MR = MC to: MBR = MC*

Here, MBR (marginally behaviorally-adjusted revenue) lies above the
conventional MR curve due to positive ethical and spiritual motivations that
encourage higher production. On the cost side, MC* (adjusted marginal cost)
incorporates additional ethical expenditures ®(q), such as fair wages, envi-
ronmental responsibility, charity, and quality improvements beyond legal
requirements. The findings demonstrate that a Muslim producer, motivated
by religious and ethical values, consciously forgoes part of short-term max-
imum profit. This leads to a new equilibrium characterized by higher output
(q)* and lower market price compared to the conventional model. Conse-
quently, the supply curve in the Islamic-behavioral framework shifts right-
ward. This shift not only enhances social welfare through increased availa-
bility of goods at lower prices but also moves the market closer to perfect
competition conditions while fully complying with Shariah requirements.

Graphical analysis further illustrates two scenarios: one in imperfect com-
petition (where MBR intersects MC*) and another in price-taking markets
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(where ethical cost adjustments lead to higher production even at constant
market prices). These results highlight how integrating behavioral insights
with Islamic values can reconcile profit-seeking behavior with social justice
and long-term societal well-being.

Conclusion

Integrating behavioral economics insights with Islamic values creates a
more realistic, human-centered, and justice-oriented production model. Un-
like the narrow profit-maximization paradigm of neoclassical economics,
this hybrid framework recognizes producers as multi-dimensional agents
whose decisions are shaped by cognitive realities, ethical commitments, and
spiritual motivations.

The proposed model demonstrates that when producers internalize Is-
lamic ethical principles—such as responsibility toward society, avoidance
of exploitation, and pursuit of divine pleasure—they voluntarily increase
production and accept certain costs that conventional theory would deem
irrational. This behavior ultimately leads to greater economic efficiency,
reduced prices, improved social welfare, and alignment with the goals of
sustainable development and economic resilience (eqtesad-e moqavemati).

This integrative approach has significant policy implications. Policymak-
ers in Islamic economies can design behaviorally-informed and value-based
interventions—such as ethical nudges, moral incentives, and institutional
mechanisms—that encourage producers to align private interests with pub-
lic welfare. Future research should focus on empirical testing of the model,
quantitative simulation of welfare effects, and extension to other economic
domains such as labor markets and investment decisions.

Overall, the fusion of behavioral economics and Islamic principles offers
a promising pathway toward more humane, ethical, and effective economic
systems in Muslim societies.
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