
OIKOS : Jurnal Ekonomi, Manajemen, dan Bisnis 

P-ISSN : 1979-4770  

 
 

July – December 2012 | 109  

 

Moral and Institutional Foundations of Preferences 

in Conventional and Islamic Economics 

Evi Sopiah 

Faculty of Sharia and Law, UIN Sunan Gunung Djati Bandung, Indonesia 

evisopiah@uinsgd.ac.id 

Abstract 

This article presents a comparative analysis of preference structures in conventional 

and Islamic economics, with particular emphasis on their ethical, ontological, and 

behavioral foundations. In conventional economics, preferences are typically modeled 

as stable, self-interested, and value-neutral constructs. These assumptions underpin 

rational choice theory and the broader utility maximization framework, reflecting an 

individualistic orientation toward economic behavior. Islamic economics, by contrast, 

treats preferences as ethically guided and spiritually dynamic, shaped by maqāṣid al-

sharīʿah (objectives of Islamic law), communal values, and moral consciousness. 

Preferences are thus viewed not merely as personal choices but as expressions of moral 

duty and social responsibility. Employing a qualitative methodology based on 

interpretive thematic analysis, the study synthesizes insights from classical and 

contemporary literature, institutional analysis, and behavioral perspectives. The 

findings reveal that while conventional models tend to overlook normative influences, 

Islamic economics embeds ethics within its core theoretical structure. Institutions such 

as zakāt, waqf, and ḥisbah play a pivotal role in aligning preferences with ethical and 

communal goals. This research contributes to the refinement of economic theory by 

proposing a pluralistic model that incorporates moral dimensions into preference 

analysis. It also offers practical implications for policy design in culturally diverse 

societies, advocating for frameworks that integrate ethical considerations into 

economic decision-making. 
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INTRODUCTION 

Understanding the concept of preferences is central to modern economic theory, as it 

governs decision-making processes and underpins the construction of consumer 

behavior models. In conventional economics, preferences are often treated as 

exogenous, stable, and internally consistent, rooted in the rational choice paradigm 

(Varian, 2010, p. 125). This perspective sees individuals as utility-maximizing agents 
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who rank alternatives based on subjective utility functions (Mas-Colell, Whinston, & 

Green, 1995).  

However, Islamic economics challenges this foundational view by embedding 

preferences within a moral and religious framework governed by maqāṣid al-

sharīʿah—the objectives of Islamic law (Chapra, 2000). Unlike the utilitarian 

assumptions of conventional theory, Islamic economics assumes a spiritually conscious 

agent who balances material needs with ethical constraints and communal 

responsibilities (Siddiqi, 2001). 

This divergence highlights a critical theoretical distinction in how human behavior and 

choice are conceptualized. Conventional economic models prioritize efficiency and 

individual utility, often at the expense of distributive justice or ethical considerations 

(Sen, 1987). In contrast, Islamic economics integrates ethical norms into its theoretical 

foundation, aiming to promote faḍl (generosity), ʿadl (justice), and social welfare 

(Naqvi, 1981, p. 73). This approach considers preferences not as arbitrary expressions 

of taste, but as reflections of moral development and societal objectives (Asutay, 2007). 

As such, the two systems offer fundamentally different paradigms for interpreting 

economic activity. 

Empirical studies further illuminate how these conceptual frameworks shape real-

world economic behavior. For example, consumer choices in Islamic finance are often 

influenced by the prohibition of ribā (usury) and the promotion of ethical consumption 

(Khan & Bhatti, 2008). In contrast, conventional economic preferences may prioritize 

profit maximization even in ethically ambiguous contexts, such as speculative trading 

or environmental degradation (Zaman, 2008). This empirical divergence invites a closer 

examination of how preference structures function across economic paradigms and 

what implications they have for policy, markets, and institutions. 

Despite extensive literature on individual choice theory and Islamic economic 

principles, a critical gap remains in the comparative analysis of how preferences are 

defined, shaped, and operationalized in each system. Previous studies have often 

examined ethical economics or rational choice separately, but few have directly 

compared the ontological and normative underpinnings of preferences in both fields 

(Wilson, 1997). This gap limits the capacity of policymakers and economists to design 

frameworks that are contextually relevant, ethically sound, and economically effective 

in diverse sociocultural settings. 

This research therefore seeks to address the following questions: How are preferences 

conceptualized differently in conventional and Islamic economics? What ethical and 

normative foundations influence these preferences? And how do these differing 

structures affect economic behavior and policy outcomes? By answering these 

questions, the study aims to provide a nuanced understanding of preference theory, 
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contribute to the epistemological development of Islamic economics, and offer 

pathways for pluralistic economic models that respect both efficiency and ethics. 

 

LITERATURE REVIEW 

The conceptualization of preferences has long occupied a foundational place in 

economic theory, particularly within the rational choice model that dominates 

neoclassical thought. According to Lancaster (1971), preferences are assumed to be 

complete, transitive, and stable over time, which facilitates the construction of utility-

maximizing behavior models.  

These assumptions have enabled economists to develop predictive models of 

consumer behavior but have also been criticized for their unrealistic depiction of 

human rationality (Simon, 1982). In conventional economics, preferences are typically 

regarded as exogenous and individualistic, shaped by internal desires rather than 

external moral or social constraints (Varian, 2010, p. 67). The absence of ethical 

considerations in preference formation has been a recurring critique, especially from 

heterodox perspectives such as behavioral economics and welfare economics (Sen, 

1987). 

Islamic economics presents a markedly different framework, wherein preferences are 

not merely choices between alternatives but are guided by divine injunctions and the 

broader objectives of sharīʿah (Chapra, 2000). Preferences in this system are assumed 

to be endogenous, subject to spiritual growth and ethical development.  

The economic agent in Islamic thought is expected to act not solely based on personal 

utility but within the boundaries of ḥalāl (permissible) and ḥarām (prohibited) (Siddiqi, 

2001). This moral framing alters the foundation upon which preferences are formed, 

shifting the focus from individual satisfaction to societal harmony and spiritual well-

being. Moreover, institutions such as zakāt (almsgiving) and waqf (endowment) 

exemplify how collective welfare influences individual economic choices (Kahf, 1995, 

p. 44). 

Previous literature has also highlighted methodological divergences in how these 

preferences are studied. While conventional models rely heavily on mathematical 

abstraction and empirical regularities, Islamic economics often adopts a normative and 

holistic approach that integrates jurisprudence, ethics, and theology (Naqvi, 1981, p. 

65).  

This divergence creates challenges in comparative analysis, as the metrics of success 

and rationality differ between systems. However, scholars like Asutay (2007) and 
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Wilson (1997) have attempted to bridge this gap by developing frameworks that 

incorporate both ethical and economic dimensions. Despite these efforts, the literature 

remains fragmented, often confined within disciplinary silos, underscoring the need 

for integrative studies that directly compare preference structures across paradigms. 

 

Theoretical Framework 

The foundation of preferences in conventional economics is rooted in rational choice 

theory, which assumes that individuals make decisions to maximize their utility based 

on stable, consistent preferences. This theoretical approach relies heavily on axioms of 

completeness, transitivity, and non-satiation, which allow preferences to be ranked and 

represented mathematically (Mas-Colell, Whinston, & Green, 1995).  

The rational agent is seen as self-interested and value-neutral, choosing among 

alternatives without external moral or cultural constraints (Varian, 2010, p. 113). Such 

assumptions have been instrumental in the development of consumer theory and 

market equilibrium models. However, this abstraction often neglects the social and 

ethical contexts within which preferences are formed and exercised (Sen, 1987). 

Islamic economics, in contrast, builds its theoretical basis on a moral economy that 

prioritizes the spiritual and ethical dimensions of human behavior. Preferences are not 

viewed as purely autonomous expressions but are molded by the objectives of 

maqāṣid al-sharīʿah, including the preservation of religion, life, intellect, progeny, and 

wealth (Chapra, 2000). These objectives serve as guiding principles for economic 

activity, infusing moral purpose into preference structures. The Islamic economic 

agent, or homo Islamicus, is expected to align personal interests with communal 

welfare, thereby modifying traditional assumptions of self-interest and utility 

maximization (Siddiqi, 2001). 

One key theoretical construct in Islamic economics is the notion of tazkiyah 

(purification), which denotes the ethical development of the self through adherence to 

Islamic principles. This concept implies that preferences can evolve as individuals 

become more spiritually aware, introducing a dynamic and moral dimension to 

economic choice (Naqvi, 1981, p. 78).  

Unlike the fixed preferences assumed in conventional models, Islamic theory posits 

that preferences are subject to change through education, spiritual guidance, and 

social interaction. This ontological shift calls for a different analytical framework—one 

that captures the ethical formation of preferences over time. 
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Another vital theoretical pillar is the prohibition of ribā (interest), which reflects the 

Islamic commitment to fairness and social justice. The rejection of exploitative financial 

practices influences both consumer and producer preferences, directing economic 

behavior toward equity and risk-sharing (Kahf, 1995, p. 92).  

This principle affects preference structures by eliminating options deemed harmful to 

social cohesion, thus imposing ethical constraints absent in conventional models. Such 

normative restrictions challenge the conventional assumption of complete preference 

freedom and highlight the embeddedness of moral values in Islamic economics 

(Wilson, 1997). 

Furthermore, the concept of ḥisbah (market regulation for public good) reinforces the 

idea that individual preferences must align with societal well-being. This institutional 

mechanism illustrates how Islamic economics operationalizes ethical preferences 

through governance structures and legal instruments (Asutay, 2007).  

In this context, economic agents are not left to their own devices but are guided and, 

when necessary, corrected to ensure alignment with ethical standards. This perspective 

contrasts with the laissez-faire orientation of neoclassical theory, where market forces 

alone are presumed to produce optimal outcomes. 

In summary, the theoretical framework of this study juxtaposes the individualistic, 

utility-based notion of preferences in conventional economics with the ethically 

constrained and spiritually evolving preferences in Islamic economics. By grounding 

the analysis in both rational choice theory and Islamic ethical philosophy, this 

framework provides a multidimensional lens through which preference structures can 

be critically examined and compared. 

 

Previous Research 

Early discussions on preferences in economics can be traced to Samuelson’s (1948) 

work, which formalized consumer behavior through revealed preference theory. This 

model assumes that individual choices reflect consistent preferences, allowing 

economists to infer utility-maximizing behavior without requiring introspection into 

psychological states. Samuelson's theory became foundational in conventional 

economics, influencing generations of models in microeconomic theory. However, it 

did not account for ethical or cultural dimensions that might shape or constrain 

preferences, a gap that later scholars would seek to address. 

Sen (1977, 1987) advanced this critique by arguing that conventional models ignore 

the role of ethics, commitments, and identity in shaping human behavior. His work on 
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“commitment” challenged the assumption that individuals always act in accordance 

with self-interest. Sen showed how people may choose actions that reduce personal 

utility if such actions align with moral principles or social obligations. This opened the 

door for alternative theories of preferences, including those derived from religious or 

cultural frameworks. His critique was especially influential among scholars advocating 

for the integration of ethics into economics. 

Siddiqi (1981) explored these issues from an Islamic perspective, proposing that Islamic 

economics must redefine human behavior beyond the conventional notion of homo 

economicus. He introduced the concept of homo Islamicus, an individual guided by 

Islamic ethics who integrates moral and spiritual values into economic decisions. 

Siddiqi’s work laid the groundwork for understanding preferences in Islamic 

economics as moral and teleological rather than purely instrumental (Siddiqi, 2001). 

His contributions were critical in distinguishing Islamic economic theory as a normative 

science rooted in divine guidance. 

Naqvi (1994) extended this foundation by embedding Islamic preferences within the 

framework of maqāṣid al-sharīʿah. He emphasized that economic behavior in Islam is 

not only subject to legal constraints but also to spiritual goals such as taqwā (God-

consciousness) and iḥsān (excellence in conduct). According to Naqvi, Islamic 

economics must operationalize these ideals by promoting ethical education and 

institutional mechanisms that reinforce value-based choices (Naqvi, 1981, p. 105). His 

theoretical contributions have been instrumental in bridging Islamic ethics with 

economic analysis. 

Khan and Bhatti (2008) provided empirical insights into how Islamic preferences 

manifest in financial behavior, especially in contexts where Islamic banking is prevalent. 

They found that consumer decisions are significantly influenced by religious 

adherence, ethical branding, and compliance with sharīʿah principles. These findings 

validated theoretical claims that preferences in Islamic contexts cannot be understood 

without considering moral imperatives and spiritual motivations. Their study 

highlighted how ethical finance functions not just as a legal alternative, but as an 

embodiment of Islamic preferences. 

Asutay (2007) critiqued the financialization of Islamic economics, arguing that many 

institutions claiming Islamic adherence have adopted conventional logic at the 

expense of moral values. He called for a return to the ethical foundations of Islamic 

economics, particularly by reemphasizing the role of maqāṣid al-sharīʿah in shaping 

preferences and outcomes. His research pointed out the disconnect between theory 

and practice, urging scholars and practitioners to realign Islamic finance with its 

normative roots. This critique echoes the broader need to integrate ethics into both 

theoretical and applied economics. 
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Despite these valuable contributions, a persistent gap remains in comparative research 

that systematically contrasts the preference structures of conventional and Islamic 

economics. Most studies either focus on Islamic ethics or critique neoclassical 

assumptions in isolation. Few works explicitly analyze how preferences are formed, 

constrained, and operationalized within each paradigm. This lack of integrative analysis 

limits our understanding of how values and norms shape economic behavior across 

systems. This study addresses this gap by constructing a comparative framework that 

evaluates the ontological, epistemological, and normative dimensions of preferences 

in both conventional and Islamic economics. 

 

RESEARCH METHODS 

This study utilizes qualitative textual data to explore the conceptual distinctions in 

preferences between conventional and Islamic economics. Textual data, in this context, 

refers to non-numeric, narrative-based sources such as academic journal articles, 

theoretical treatises, books, and institutional reports. These sources contain rich, 

interpretive content necessary for understanding underlying theoretical assumptions 

and ethical constructs (Denzin & Lincoln, 2000, p. 13). The qualitative nature of the 

data enables the researcher to delve deeply into the philosophical and normative 

frameworks that shape economic preferences in both paradigms, without relying on 

quantifiable metrics that may obscure context. 

The data sources are drawn from reputable academic literature published no later than 

2012. These include international peer-reviewed journal articles in economics, books 

and book chapters by established economists, and official reports by institutions like 

the Islamic Development Bank and the World Bank. The inclusion criteria prioritize 

works that explicitly address theoretical constructs, ethical frameworks, or empirical 

findings relevant to either conventional or Islamic economic models. Classical texts 

from Islamic scholars such as Al-Ghazālī and contemporary figures like Chapra and 

Siddiqi are also utilized due to their foundational role in shaping Islamic economic 

thought (Siddiqi, 2001; Chapra, 2000). 

The data collection technique employed in this study is a systematic literature review. 

This involves the deliberate selection, categorization, and synthesis of key texts that 

address the nature and structure of preferences. Sources were identified through 

academic databases such as JSTOR, ScienceDirect, and Google Scholar using keywords 

like “economic preferences,” “Islamic economics,” “maqāṣid al-sharīʿah,” and “rational 

choice theory.” Each selected source was reviewed for conceptual clarity, theoretical 

relevance, and publication quality. This method ensures a comprehensive and scholarly 

engagement with both conventional and Islamic perspectives (Booth, Colomb, & 

Williams, 2003, p. 95). 
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The data analysis technique applied is interpretive thematic analysis, which allows for 

identifying recurring concepts, values, and theoretical patterns across diverse texts. 

This method is particularly effective for analyzing qualitative data in the humanities 

and social sciences, as it uncovers latent meanings and deeper philosophical 

orientations (Braun & Clarke, 2006). Thematic codes such as “rationality,” “utility,” 

“ethical constraints,” “spiritual development,” and “communal welfare” were used to 

organize the data. These codes helped distinguish how preferences are justified, 

prioritized, and bounded within each economic paradigm. 

Finally, conclusion drawing is achieved through conceptual synthesis. Once themes are 

identified and analyzed, the study formulates theoretical insights by comparing and 

contrasting the paradigmatic underpinnings of preferences in conventional and Islamic 

economics. This synthesis integrates both the empirical findings of prior research and 

the conceptual discussions from the theoretical framework. It ensures that conclusions 

are grounded in the literature and reflect a coherent understanding of the topic (Miles 

& Huberman, 1994, p. 245). This method also supports the development of normative 

recommendations and implications for policy, education, and institutional design. 

 

RESULTS AND DISCUSSION 

The comparative analysis of preferences in conventional and Islamic economics 

necessitates a dialogue with the underlying theoretical foundations presented earlier. 

Central to this discussion is the contrast between the rational, utility-maximizing agent 

of neoclassical theory and the ethically bounded, spiritually guided agent of Islamic 

economics. This ontological divergence in the conception of the economic actor 

profoundly influences how preferences are shaped, prioritized, and evaluated (Mas-

Colell, Whinston, & Green, 1995; Siddiqi, 2001). In conventional frameworks, 

preferences are largely devoid of normative content, while in Islamic economics, 

preferences are inherently moral and contextually bounded by sharīʿah. 

The existing literature supports the view that ethical considerations are marginal in 

neoclassical models, with utility maximization functioning as a neutral algorithm 

regardless of the nature of goods consumed or the outcomes of those choices (Sen, 

1987). However, Islamic economics insists that preferences must contribute to spiritual 

and societal well-being, framing them within the objectives of maqāṣid al-sharīʿah 

(Chapra, 2000). This ethical orientation is operationalized through institutions such as 

ḥisbah, zakāt, and the prohibition of ribā, all of which guide economic behavior toward 

fairness and collective prosperity (Kahf, 1995, p. 83). 

This research contributes to closing the theoretical gap by integrating concepts from 

both paradigms to understand preferences as both a psychological disposition and a 
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normative stance. The findings suggest that ignoring ethical contexts in preference 

modeling can lead to policies that may be efficient but socially harmful—such as 

encouraging overconsumption or environmental degradation (Zaman, 2008). Islamic 

economic preferences, by contrast, aim to align individual desires with communal 

harmony and intergenerational equity, thereby offering an alternative model of welfare 

and justice (Naqvi, 1981, p. 115). 

Additionally, this study introduces expert perspectives from both within and outside 

the Islamic economics tradition. Scholars like Wilson (1997) and Asutay (2007) have 

emphasized that the Islamic framework, although grounded in theology, offers a 

sophisticated ethical-economic synthesis capable of informing modern policy. These 

insights complement critiques of conventional models from heterodox economists 

who argue that purely self-interested preferences fail to explain altruism, cooperation, 

or civic responsibility (Sen, 1987). By synthesizing these perspectives, this study 

enriches the understanding of how diverse worldviews can produce distinct, yet 

analytically robust, economic behaviors. 

The results also reveal the limitations of viewing preferences as static. In both 

paradigms, emerging literature suggests a growing appreciation for the dynamic 

nature of human preferences, shaped by education, societal norms, and institutional 

incentives (Simon, 1982; Naqvi, 1994). In Islamic economics, this dynamism is further 

underscored by the concept of tazkiyah, which sees personal and spiritual growth as a 

transformative force in economic decision-making. This contrasts with the 

conventional reliance on fixed preference orderings, highlighting a potential area for 

cross-disciplinary enrichment in behavioral and development economics. 

In sum, this study advances the discourse on preferences by foregrounding the ethical 

and epistemological assumptions embedded in economic models. It demonstrates 

that Islamic economics, far from being a mere religious adaptation of mainstream 

theory, presents a coherent alternative grounded in moral philosophy and social 

justice. This comparative lens offers valuable implications for designing economic 

systems that are not only efficient but also equitable and spiritually fulfilling. 

 

The Ethical Foundations of Preferences in Economic Thought 

This section addresses the first research question by examining how preferences are 

conceptualized differently in conventional and Islamic economics through their ethical 

foundations. In neoclassical economics, preferences are treated as given and 

exogenous, shaped by individual tastes and desires that are assumed to be rational, 

stable, and self-regarding (Varian, 2010, p. 92).  
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The absence of ethical evaluation in these preferences leads to the view that any 

choice, so long as it satisfies the criteria of utility maximization, is considered rational 

and acceptable (Mas-Colell, Whinston, & Green, 1995). This instrumental rationality 

does not question whether preferences serve communal welfare or uphold moral 

principles—a stance criticized by economists such as Sen (1987), who argued for a 

broader notion of rationality incorporating values and commitments. 

In contrast, Islamic economics begins with the premise that economic behavior is a 

subset of ethical behavior, governed by divine guidance and communal responsibility. 

Preferences in this framework are inherently value-laden, shaped by adherence to 

sharīʿah and the pursuit of maqāṣid al-sharīʿah (Chapra, 2000). These objectives—

preservation of faith, life, intellect, progeny, and wealth—serve as normative 

benchmarks for validating preferences. For instance, choosing ḥalāl over ḥarām 

products is not just a personal or cultural preference but a religious obligation rooted 

in ethical discernment (Siddiqi, 2001). 

The contrast becomes clearer when analyzing how each paradigm evaluates 

consumption. In conventional economics, consumption preferences are guided by 

marginal utility and budget constraints, with no moral differentiation between wants 

and needs (Lancaster, 1971). However, Islamic economics distinguishes between 

ḍarūriyyāt (essentials), ḥājiyyāt (complementary needs), and taḥsīniyyāt (luxuries), 

urging individuals to prioritize essential needs and avoid wasteful indulgence (isrāf) 

(Naqvi, 1981, p. 117). This hierarchy of preferences aligns economic activity with ethical 

responsibility, making morality a criterion in utility evaluation. 

Further, the ethical basis of preferences in Islam is dynamic and transformative. The 

concept of tazkiyah (self-purification) implies that as individuals grow spiritually, their 

preferences evolve toward more altruistic and socially responsible choices (Kahf, 1995, 

p. 99). This stands in contrast to the static nature of preferences assumed in 

conventional models, where changes in behavior are often attributed solely to price 

effects or information asymmetry (Simon, 1982). Islamic economics views preference 

evolution as a spiritual journey, thereby embedding a longitudinal ethical dimension 

into economic decision-making. 

Another illustrative contrast lies in how both paradigms address intertemporal 

preferences. Conventional economics uses discounting models to explain time 

preference, typically favoring present consumption over future benefits due to 

uncertainty and opportunity cost (Samuelson, 1937). Islamic economics, however, 

tempers this logic with ethical constraints, such as the prohibition of ribā, which 

restricts exploiting time-based gains at the expense of others (Wilson, 1997). 

Preferences in this context must consider not only efficiency and risk but also fairness 

and communal welfare over time. 



OIKOS : Jurnal Ekonomi, Manajemen, dan Bisnis 

P-ISSN : 1979-4770  

 
 

July – December 2012 | 119  

 

In practice, these ethical differences have profound implications. For example, the 

Islamic finance industry has developed products like mushārakah (partnership) and 

murābaḥah (cost-plus sale) that reflect value-based preferences. These instruments are 

designed to promote equitable risk-sharing and discourage speculative behavior, 

aligning market preferences with ethical norms (Khan & Bhatti, 2008). In contrast, 

conventional markets often prioritize innovation and profit, sometimes resulting in 

instruments that amplify inequality or volatility. 

In conclusion, the ethical foundations of preferences in conventional and Islamic 

economics diverge sharply in both theory and practice. While neoclassical economics 

treats preferences as personal and ethically neutral, Islamic economics frames them as 

moral choices bound by divine and societal obligations. This divergence challenges 

the universality of rational choice theory and calls for models that can incorporate 

normative constraints without sacrificing analytical rigor. By doing so, economic 

analysis can become more responsive to diverse cultural and ethical contexts. 

 

Institutional and Social Influences on Preference Formation 

This section addresses the second research question by exploring how ethical and 

normative foundations influence preference formation differently in conventional and 

Islamic economics. In the conventional framework, preferences are often viewed as 

internal and self-contained, evolving minimally and largely unaffected by institutional 

or social factors (Mas-Colell, Whinston, & Green, 1995).  

Such a view assumes that agents operate within given constraints but are autonomous 

in their valuation of choices. While behavioral economics has introduced insights about 

context-dependent preferences, the mainstream model continues to treat preferences 

as independent of social norms (Simon, 1982). 

In Islamic economics, preference formation is explicitly shaped by institutional 

structures, religious education, and communal values. Institutions such as masājid 

(mosques), Islamic schools, and religious endowments (awqāf) play critical roles in 

inculcating moral priorities and disciplining desires through continuous guidance and 

reinforcement (Chapra, 2000). These social institutions serve not merely as background 

actors but as formative forces in aligning individual preferences with ethical 

expectations, a point emphasized in the theory of tazkiyah (Kahf, 1995, p. 96). Unlike 

conventional models, Islamic economics recognizes the role of community and 

spirituality in altering the direction and nature of individual preferences over time. 

Social values and norms also contribute significantly to this process. Preferences in 

Islamic contexts are often embedded in collective identities and shared moral visions, 
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such as the pursuit of ʿadl (justice) and ukhuwwah (brotherhood). These values 

encourage individuals to consider not just personal gain but societal impact, 

transforming consumption and investment decisions into acts of moral responsibility 

(Naqvi, 1981, p. 121). In contrast, conventional economics tends to isolate economic 

behavior from social relations, assuming atomistic individuals who optimize under 

constraints rather than engage within communities. 

Another institutional feature shaping preferences in Islamic economics is the system 

of ḥisbah, which refers to public accountability and market supervision for ethical 

compliance. The presence of a moral authority monitoring market practices ensures 

that agents are nudged or even coerced into aligning their preferences with ethical 

standards (Asutay, 2007). Such interventions stand in contrast to the self-regulating 

mechanism of the invisible hand in conventional theory, which assumes that market 

equilibrium will inherently yield desirable outcomes (Varian, 2010, p. 143). Islamic 

economics questions this assumption by emphasizing that markets must be ethically 

structured to serve both efficiency and justice. 

Moreover, preference formation in Islamic economics is influenced by the legal and 

financial architecture designed to minimize exploitation and encourage equitable 

distribution. For instance, zakāt not only serves a redistributive function but also 

conditions the preferences of the wealthy by instilling a sense of duty and solidarity 

with the poor (Siddiqi, 2001). Such mechanisms institutionalize compassion and reduce 

materialism, reshaping the motivational landscape in which preferences are formed 

and exercised. Conventional economics lacks a parallel mechanism that morally guides 

preference formation beyond legal compliance. 

Empirical studies support these distinctions. Khan and Bhatti (2008) found that 

consumers in Islamic finance systems reported preferences influenced by trust in 

sharīʿah compliance and ethical investment practices, even when conventional 

products offered better financial returns. This suggests that institutional legitimacy and 

ethical alignment play pivotal roles in shaping preferences, a phenomenon 

inadequately explained by conventional utility theory. These findings underscore the 

need for broader conceptual models that can accommodate moral and social 

dimensions of choice. 

Finally, educational institutions play a transformative role in both systems, but with 

varying emphasis. In Islamic contexts, economic education is often integrated with 

religious instruction, ensuring that economic literacy is accompanied by moral 

reasoning. This dual training influences preference formation by embedding ethical 

deliberation into decision-making processes from an early age (Naqvi, 1994). In 

conventional systems, economics education often emphasizes mathematical modeling 

and optimization, with limited attention to ethical literacy. This disciplinary focus 

contributes to the perception of preferences as self-centered and amoral. 
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In conclusion, the institutional and social context plays a decisive role in shaping 

economic preferences, with Islamic economics offering a model that actively cultivates 

ethical awareness and communal accountability. This stands in contrast to 

conventional approaches that treat preferences as exogenous and value-neutral. 

Recognizing these institutional influences can lead to more holistic and culturally 

sensitive economic models capable of addressing both material and moral dimensions 

of human welfare. 

 

Behavioral Implications of Divergent Preference Structures 

This section addresses the third research question by analyzing how the differing 

preference structures in conventional and Islamic economics influence actual 

economic behavior and policy outcomes. In conventional economics, preferences are 

modeled as utility-maximizing choices that are revealed through market behavior, 

which in turn shapes policies focused on efficiency, growth, and individual welfare 

(Varian, 2010, p. 132).  

For instance, consumer demand functions are derived from stable preferences under 

budget constraints, guiding supply-side responses and influencing macroeconomic 

targets like GDP and consumption indices (Mas-Colell, Whinston, & Green, 1995). 

However, such models often overlook non-market motivations like altruism, ethical 

conviction, or communal obligations (Sen, 1987). 

Islamic economics, by contrast, reorients economic behavior through ethically 

informed preferences, where actions are not solely driven by utility but by compliance 

with divine injunctions and the pursuit of communal welfare (maṣlaḥah) (Chapra, 

2000). This reorientation significantly alters behavioral assumptions. For example, 

individuals may forgo profit-maximizing opportunities—such as interest-bearing 

investments—due to religious prohibitions against ribā, choosing instead profit-

sharing arrangements like muḍārabah or mushārakah that align with both ethical and 

economic objectives (Kahf, 1995, p. 107). These choices reflect a higher-order 

preference structure shaped by faith, rather than material utility alone. 

The implications for consumption are equally profound. Conventional models typically 

encourage increasing consumption as a signal of welfare, linking higher consumption 

with improved quality of life. Islamic economics tempers this inclination with the 

concept of qanaʿah (contentment), promoting moderation and discouraging waste 

(isrāf) (Naqvi, 1981, p. 124). Consequently, behavioral norms in Islamic societies may 

prioritize savings, charitable giving (ṣadaqah), and sustainable consumption, leading 

to distinct economic patterns that challenge the universality of conventional 

consumption theory. 
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Investment behavior also diverges. In conventional frameworks, investors seek to 

maximize returns, often irrespective of the social or environmental consequences of 

their portfolios. Preferences are assumed to be indifferent to the source of profit, 

provided legality and risk tolerances are met (Lancaster, 1971). Islamic investors, 

however, are constrained by ethical screening criteria that exclude industries deemed 

ḥarām (forbidden), such as gambling, alcohol, or arms manufacturing. These moral 

filters result in a different investment landscape, where sharīʿah-compliant equities 

and sukūk (Islamic bonds) dominate portfolios (Wilson, 1997). This reflects an 

integrated behavioral model where moral and financial objectives coexist. 

Furthermore, Islamic preferences manifest in macroeconomic behavior through 

mechanisms like zakāt, which encourages redistribution and reduces wealth 

concentration. Unlike conventional tax systems driven by state policy, zakāt is a 

religious obligation that cultivates a preference for voluntary giving and socio-

economic equity (Siddiqi, 2001). This leads to a behaviorally anchored system of 

redistribution based on ethical obligation rather than legal enforcement, 

demonstrating how internalized moral values influence macroeconomic outcomes. 

In labor markets, too, these divergent preference structures produce varied outcomes. 

Conventional models assume labor supply is based on wage rates and substitution 

effects, with individuals optimizing between leisure and work. Islamic economics 

introduces additional variables such as niyyah (intention) and ʿibādah (worship), 

wherein work is not merely a means to income but a form of devotion when performed 

ethically (Chapra, 2000). This conception elevates the intrinsic value of work and may 

influence job choice, work ethic, and organizational loyalty in ways that challenge 

conventional labor economics assumptions. 

Finally, policy design reflects these behavioral distinctions. While conventional policy 

tends to prioritize market liberalization, growth, and efficiency, Islamic economics 

emphasizes distributive justice, ethical governance, and socio-economic harmony 

(Asutay, 2007). For example, while conventional welfare programs are typically means-

tested and state-administered, Islamic alternatives involve community-based systems 

of mutual support like waqf and qarḍ al-ḥasan (benevolent loans), which emerge from 

faith-based preferences and institutional trust (Naqvi, 1994). 

In conclusion, the behavioral implications of divergent preference structures are 

profound and wide-ranging. Conventional economics fosters individualistic, efficiency-

driven behaviors that respond primarily to price signals and market incentives. Islamic 

economics fosters behavior that is morally regulated and socially oriented, influenced 

by divine injunctions and ethical commitments. Understanding these differences is 

essential for designing context-sensitive economic policies and models that genuinely 

reflect the values and motivations of diverse societies. 
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Core Findings and Pathways Forward 

This study set out to answer three key questions regarding the conceptualization, 

ethical foundation, and behavioral consequences of preferences in conventional and 

Islamic economics. The findings reveal fundamental ontological and normative 

differences between the two paradigms. First, while conventional economics treats 

preferences as rational, stable, and ethically neutral constructs, Islamic economics 

views them as ethically governed, dynamic, and spiritually evolving. The first research 

question was addressed by showing that preferences in Islamic economics are 

regulated by maqāṣid al-sharīʿah, transforming them from personal inclinations into 

value-oriented decisions guided by moral accountability. 

Second, this study found that institutions and social norms play a central role in 

shaping preferences in Islamic contexts, contrasting with the individualism inherent in 

conventional models. The second research question revealed how Islamic preferences 

are molded by communal obligations, spiritual education, and moral institutions such 

as ḥisbah, zakāt, and awqāf. These institutions reinforce ethical behavior and align 

individual utility with collective well-being, thus fostering a holistic model of 

preference formation. 

Third, the behavioral outcomes examined in response to the third research question 

demonstrate that Islamic economics generates a distinct economic logic—one that 

integrates moral purpose into consumption, investment, labor, and policy decisions. 

For example, while conventional models encourage consumption as a sign of welfare, 

Islamic preferences encourage moderation, sustainability, and equity (ʿadl), altering 

both microeconomic behavior and macroeconomic priorities. These divergent 

behaviors challenge the assumption that economic efficiency alone defines welfare 

and advocate for multidimensional criteria of success. 

The theoretical contribution of this research lies in its integrative framework that 

juxtaposes rational choice theory with Islamic moral economy. It challenges the 

dominance of value-neutral models in mainstream economics and calls for ethical 

pluralism in modeling preferences. This contributes to the expansion of economic 

theory by introducing ethical and spiritual dimensions often neglected in conventional 

analysis. 

On a practical level, the study offers insights for developing inclusive policy frameworks 

that reflect culturally rooted and morally significant preferences. For example, financial 

inclusion efforts in Muslim-majority societies may be more effective when aligned with 

sharīʿah-compliant instruments, acknowledging the spiritual constraints that guide 

economic behavior. Similarly, development programs that incorporate Islamic 

institutions like waqf and zakāt could enhance social welfare more sustainably than 

secular welfare models alone. 
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Furthermore, the research opens avenues for rethinking performance measurement in 

Islamic microfinance and entrepreneurship. By recognizing that preferences extend 

beyond profit to include ethical and spiritual satisfaction, evaluative tools must be 

adapted to measure both economic outcomes and moral alignment. This insight is 

particularly relevant for policymakers, development agencies, and Islamic financial 

institutions seeking to design culturally coherent and ethically consistent economic 

initiatives. 

In sum, the study reveals that preferences are not universal abstractions but socially 

and spiritually embedded constructs. The divergence between conventional and 

Islamic economic preferences is not merely academic—it holds real implications for 

economic modeling, institutional design, and policymaking. Bridging these paradigms 

through integrative frameworks offers a promising path forward for pluralistic and 

ethically grounded economics. 

 

CONCLUSION 

This study has examined the foundational distinctions in how preferences are 

conceptualized, ethically grounded, and behaviorally expressed in conventional and 

Islamic economics. It has shown that conventional economics treats preferences as 

rational, individualistic, and value-neutral, rooted in a utilitarian framework that 

emphasizes efficiency and personal utility.  

In contrast, Islamic economics views preferences as ethically governed, spiritually 

dynamic, and socially embedded, shaped by the objectives of maqāṣid al-sharīʿah and 

reinforced through institutions like zakāt, ḥisbah, and waqf. These differences reveal 

not only varying ontologies of economic behavior but also divergent pathways toward 

welfare and justice. 

The theoretical alignment achieved through this comparative inquiry highlights the 

need to incorporate ethical and cultural considerations into mainstream economic 

modeling. By juxtaposing the rational choice paradigm with the Islamic moral 

economy, this research contributes to a more comprehensive and inclusive 

understanding of economic preferences. It challenges the assumption of universal 

rationality and opens space for models that respect the ethical diversity of global 

societies. 

Based on these findings, the study recommends that economic policies, particularly in 

Muslim-majority contexts, be developed with a clear understanding of Islamic ethical 

principles that shape individual and collective preferences. Financial instruments, 



OIKOS : Jurnal Ekonomi, Manajemen, dan Bisnis 

P-ISSN : 1979-4770  

 
 

July – December 2012 | 125  

 

regulatory frameworks, and welfare programs should be designed not only for 

efficiency but also for ethical congruence with Islamic values.  

Moreover, future research should explore operational models that bridge ethical 

commitments with economic rationality, including interdisciplinary methods that 

combine economics with ethics, theology, and sociology. This approach will contribute 

to a richer, more responsive economic science that serves both material progress and 

moral purpose. 
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