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Introduction and Objectives
Mainstream economics, focusing on the optimal allocation of scarce resources within the framework of
exchange, presents the perfectly competitive free market as an efficient mechanism for achieving price
equilibrium. In this model, characteristics such as numerous agents, free entry and exit, and parametric prices
trigger a Walrasian titonnement process, satisfying both the subjective equilibrium condition (individual utility
maximization at equilibrium prices) and the objective condition (equality of supply and demand). Hayek
emphasizes the role of prices as information signals that, without price or quantity interventions, spontaneously
coordinate individual efforts. Nevertheless, these constructs, while analytically coherent, prove inadequate when
confronting market failures—including monopoly, externalities, asymmetric information, and missing markets—
casting doubt on their universal applicability. The market governance approach transcends simplistic conceptual
models by leveraging this understanding to address inefficiencies and structural gaps.
Over the past two decades, policy literature has shifted from viewing the state as the sole source of national
authority to the concept of governance—a distributed power system that mobilizes all social capacities to
advance public affairs. This transition stems from critiques of the artificial state-market dichotomy and
highlights the role of intermediate levels (guilds, NGOs, and citizens) in pluralistic structures. Governance
encompasses a broad set of capacities to exercise power over state, non-state, and transnational actors, while
regulation, as a core function of modern governance, establishes public control over service providers to
safeguard the public interest.
From an Islamic economic perspective, the market is not merely a competitive arena driven by individual self-
interest but an ethically oriented structure incorporating features such as the recommendation of rescinding
contracts for the repentant (iqalat al-nadim), observance of fairness and justice, leniency in transactions, and
religiously motivated incentives that elevate price beyond mere supply-demand relativity to a just price
constrained by divine norms. The present study, through a systematic review of existing literature, extracts and
categorizes factors influencing market governance from Islamic studies, thereby providing a macro-framework
for a systematic approach to market and its governance in the Iranian economy—a framework that serves as a
foundation for future research and Islamic-based policymaking.
Method
This research employs a systematic review methodology based on a transparent and replicable protocol. The
main research question is: “What are the factors and components influencing desirable market governance from
the perspective of Islamic economics?”
The process was conducted in five stages:
1. Formulating the research question and protocol
2. Defining inclusion criteria (peer-reviewed articles, doctoral dissertations, and Persian books up to the
end of 2025 with an Islamic approach and full-text access) and exclusion criteria (master’s theses,
promotional/conference papers, duplicates, or inaccessible texts)
3. Systematic search using 36 primary keywords across databases including Noormags, SID, Magiran,
IranDoc, and Ensani.ir (initially identifying 223 sources)
4. Two-stage screening and final selection of 63 sources (56 peer-reviewed articles, 3 doctoral
dissertations, 4 books)




5.

Data extraction using a standardized reporting form covering title, methodology, core issue, arguments,
research gaps, and relevance to the main question.

This methodology, adhering to principles of transparency, bias reduction, and replicability, has compiled the
most comprehensive available evidence and established a credible framework for identifying factors of desirable
Islamic market governance and paving the way for future studies.

Results

The systematic review of 63 credible sources (56 peer-reviewed articles, 3 doctoral dissertations, and 4 books)
published up to the end of 1403/2025 extracted ten key elements influencing desirable market governance from
an Islamic economic perspective:

1.

7.
8.
9.

Market competitiveness (prohibition of monopoly, hoarding, and collusion; facilitation of entry and
exit)

Justice and fairness (just price, prohibition of excessive profiteering, prohibition of Riba, consumer
rights protection)

Property rights (comprehensive bundles of property rights, rule of Tasallut, 1a Zarar, and guarantees)
Transparency and information symmetry (prohibition of Gharar, fraud, Najsh, and Talaqqt al-rukban
across four market arenas)

Facilitation and regulation (reduction of transaction costs, empowerment of actors, benevolent
interventions)

Supervision (revival of the Hisbah institution in combined public-governmental form using modern
technology)

Market resilience (securing essential goods, rule of Nafy al-sabil, shock resistance)

Market infrastructure (physical infrastructure and virtual transaction platforms)

Comprehensive pricing system (rules for just pricing and boundaries of state intervention)

10. Business ethics and etiquette (honesty, fairness, leniency, and religious culture-building).
These elements were analyzed using Williamson’s (2000) four-level framework: embeddedness (social-religious
norms), institutional environment (formal rules and anti-monopoly laws), governance structures (regulatory
institutions and modern Hisbah), and resource allocation (actual behavior of agents).
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Figure: Key Elements of Desirable Market Governance in Islamic Economics

Discussion and Conclusion

This study, through a systematic review of 63 credible Persian sources, presents for the first time a
comprehensive framework of factors influencing desirable Islamic market governance identified in prior
research. The ten extracted elements demonstrate that the ideal Islamic market is neither an unregulated free
market nor a fully controlled one, but rather an ethically oriented, justice-centered, and efficient system in which
systematizing jurisprudence (Figh nizami) serves as the chief architect.

When placed within Williamson’s four-level model, the true power of Islamic jurisprudence emerges in its “deep
layers™:

e At the level of embeddedness, values such as justice, prohibition of Riba, 1a Zarar, and Nafy al-sabil
constitute prerequisites for trust and social capital.

e At the institutional environment level, jurisprudential rules (Taslit, Zaman, prohibition of Gharar,
hoarding, Najsh, Khiyarat, etc.) are precisely the “formal rules of the game” that conventional market
design has long sought—yet Islam codified them centuries ago.

e At the governance structure level, the Hisbah institution functions as a fully modern hybrid regulator
(public + governmental).

e At the operational level, agents’ behavior is directed toward healthy competition, honesty, and leniency
through other-worldly incentives and religious culture-building.

The most important message of this research is that the claim of “Islamic market governance” is not an abstract
idealism; its operational capacities already exist in our jurisprudential and historical sources—they simply have
not yet been systematically integrated. The major gaps in market design, modern regulation, practical revival of
Hisbah, and precise delineation of state intervention boundaries are exactly where the next generation of research
must focus. This study recommends that future investigations, concentrating on primary Islamic sources and
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adopting an interdisciplinary approach, develop a comprehensive and practical model for desirable market
governance that not only meets economic needs but also fully aligns with Islamic values and the public interest.
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