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Abstract - Business environment is always subject to social and moral harm. Recently, researchers consider ethics to be part 
of business, because separating ethics from the business can be catastrophic. Islamic teachings define boundaries for 
business practices in order to promote ethical rules, aiming at reaching a win-win game outcome instead of a win-loss one. 
The holy Quran states that adherence to ethics in business would result in a blessing in the livelihood. Using the game theory 
tool, this study tried to investigate the problem of eliminating a competitor from the market from an Islamic economics 
prospective. The main purpose of this article is to provide a new methodology for analyzing the reasons behind Islam's 
endorsement of vertues such as justice and the condemnation of vices such as stinginess and collusion. In this regard, the 
consequences of the elimination of rivals in the society have been investigated by modeling a collusion in the form of a 
game. The results indicate that Islamic approach can achieve fair trade objectives while preventing profiteering behaviors. 
 
Index terms - Business, Economics, Ethics 
 
I. INTRODUCTION 
 
One of the major topics in Islamic religious teachings 
is subject of economy, which is totally dynamic and 
comprehensive and covers the modern requirements 
of world economy. Social responsibility and 
occupational ethics are two seemingly modern and 
special subjects with which Islamic religion has dealt 
since fourteen centuries ago [1]. Business ethics 
denotes a practical ethical system that includes 
business activities. But, we call the proposal of any 
type of ethical thought regarding business generally 
as business ethics so the history of this subject may 
be dated from the business itself. Although as an 
independent academic discipline, business ethics has 
a history over a half of century. In general, business 
ethics is a practical ethical system, which covers 
commercial activities. Although, many other complex 
subjects are purposed under this title, including legal 
obedience, practical review of moral beliefs and 
behaviors in persons who are involved in business 
(merchants), purposing the claim for the best 
strategies (in the course of creating moral competence 
and or contribution to business success), several 
subjects in rejection or demonstration of workers’ 
mandatory presence in management field and making 
effort to implement traditional ethical methods, 
administration of justice and the methods regarding 
government in economic enterprises and other basic 
and important sectors of business [2]. Islamic 
economics is based on faith and belief because its 
rules and principles represent the teachings of the 
Islamic religion. This is also because Muslim people 
refer to the divine orders when they deal with 
economic issues. Islamic economics is primarily 
based on ethics and morale. According to Islam, 
economics cannot be separated from ethics. This 
latter is a crucial component of the Islamic 
philosophy of life, because Islam is primarily an 

ethical massage from Allah to Mankind [3]. The 
prophet Muhammad (PBUH) said: ‘I have been sent 
just to complete the moral values’. In the holy 
religion of Islam, ethics has a high place where the 
Prophet has set the goal of completing his work as a 
moral covenant. Also, in Islamic teachings, Muslim 
scholars regard the adherence to moral values. Ethical 
values create certain effects on the person's 
actual behavior, including economic behavior of the 
individual and subsequently leads to the observance 
of the values that have economic effects. 
 
a. Justice and fairness 
God says in the Holy Quran:” God commands justice 
and charity”, (Quran,16;90). On this basis, enterprises 
should produce and supply on the basis of justice and 
goodness. Observing justice, preventing oppression 
by others and paying attention to charity leads to the 
welfare of others. Justice is one of the most 
comprehensive teachings of Islam. All principles of 
Islam are based on the basis of justice. Justice is a 
measure of the fullness of the individual and of the 
community's health. In the Holy Quran, justice is 
considered as one of the most important goals of the 
Prophets (Quran,57;25). Justice has various aspects, 
including fairness. One of the clear criteria for 
fairness is the regulation of personal and social 
relationships. In deals, fairness requires that no one 
disturb others' commerce, not abuse their emergency, 
not sell expensive and not create a monopoly of 
purchase or sale by collusion with others. Therefore, 
complete observance of justice and fairness is 
difficult. It means that treat others better than we 
would like to treat us and provide our facilities to 
others. 
 
b. Sympathy 
Sympathy means sadness, helping others out of our 
own income and sharing the costs of another person 
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at our own expense. Donation to the religious 
brothers is one of the most important rights that has 
been emphasized in Islam. Accordingly, prioritizing 
others and paying attention to their profits will form 
the basis of activity and exchanges. 
 
c. Prohibition of harm to others 
The "la-Zarrar" rule means denying the legitimacy of 
any harm in Islam. The most famous of the had with 
that was argued is the story of "Samarat bin Jondab”. 
At the time of the Prophet Muhammad –peace be 
upon him-, a man named Samarat bin Jondab, near 
the private house of one of the Muslims, had a palm 
tree that came and went away from the man's land 
and thus harassed him. The man complained to the 
Prophet -peace be upon him. The Prophet said: "You 
are a hard guy and a traumatic man and Muslims 
should not harm anyone”. Then, he ordered to cut the 
tree. 
 
d. The principle of competition and co-operation 
The economic system of Islam is based on 
competition and cooperation. The economic behavior 
of individuals, while competitive, must be based on 
the desired assist and cooperation. The market is a 
typical example of competition and cooperation 
between exchangers. 
 
e. Constraint of collusion and compromise 
One of the features of the Islamic market is the 
constraint of conciliation and compromise for pricing. 
Because one of the reasons for rising prices is the 
collusion of suppliers of goods and services. 
Although some hadiths refer to the permission of the 
bidders on a particular price to increase profits, this 
permission is only in the case where collusion does 
not harm consumers. In other words, any compromise 
that causes harm, is rejected in terms of reason and 
religion. Therefore, only a kind of collusion is 
permissible which is aimed at preventing falling 
commodity prices and disadvantages for suppliers or 
for the purpose of limited profitability. The principle 
of conciliation is permissible in some conditions but 
this collusion must be limited so that it does not cause 
injustice. 
 
f. Limitation of monopoly on production and trade 
In the economic system of Islam, the assignment of a 
monopoly rating for the production of special goods 
or services is not accepted by a particular person or 
group. but if one or more manufacturers naturally and 
not through the assignment of privileges to the 
government, produce one or more monopoly products 
then the amount of output must be controlled, or in 
proportion to market demand. 
 
II. HISTORY OF RESEARCH 
 
In recent years, special attention has been given to 
ethics in economic studies and several articles have 

been published in this regard. In addition, an Islamic 
approach has been introduced in many economic 
debates. The previous written articles can be divided 
into three broad categories. The first category, which 
is significant, deals with ethics in business. In an 
article devoted to functionalistic analysis, Solomon 
[4] expands the social responsibility of businessmen 
and business owners in the form of social 
responsibility theory. The second category is the 
articles that have been devoted to providing a 
religious approach to business ethics. In the book of 
Islamic business, Beekun [5] has tried to emphasize 
the characteristics of work ethic from the point of 
view of Islam. According to his research, the moral 
system of Islam based on teachings such as 
monotheism, justice, freedom of choice, 
responsibility and benevolence, embraces business 
ethics. The third category, of which there are few, are 
articles that have entered Islamic economics using 
game theory and have discussed the application of 
game theory in Islamic economics. Al-Suwailim [6] 
analyzes asymmetric information in the form of game 
theory and places it in the classification of zero sum 
games with uncertain returns. El-Gamal [7] concludes 
by criticizing Al-Suwlam's article that there are many 
uncertainty situations that are not necessarily part of 
zero-sum games and vice versa, there are many 
games with a zero sum, which do not have the terms 
and conditions of asymmetric information. Al-Saati 
[8] considers that trading with asymmetric 
information is forbidden if like gambling and betting, 
can lead to quarrels. Assadzadeh & Javidi [9] 
discussed the need to remove the unnecessary 
dealings of the market system. In this regard, they 
have investigated the implications of the existence of 
a dealership – without adding value to the goods-
through a hypothetical transaction model in the form 
of a dynamic game with complete information. 
 
III. MODEL 
 
Trade space due to its specific nature is always 
exposed to social and moral harm. Sometimes people 
try to eliminate rivals in an immoral way in order to 
succeed in the market. Among the obvious features of 
the market in Islam, one can mention the constraint of 
collusion, the lack of monopoly of buying and selling, 
competition with the co-operation and the ethics of 
the market. In this section, we try to use the game 
theory approach and modeling a hypothetical game 
where in a firm's attempt to eliminate the competitor, 
which leads to a reduction in the profits of both 
parties, is compared with the fairness of the 
competitor's permission to remain on the market. IN 
addition, the reasons for the Islam to advise on justice 
from a non theoretical point of view so far It has not 
been addressed, checked Consider a hypothetical 
community in which two buyers tend to buy two 
complementary products, A and B [10]. There are 
two firms by different brand, X and Y which are 
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capable of producing A and one firm is capable of 
producing B by Z brand. We assume that commodity 
B is compatible with both brands1. Consumer 
preferences are shown by the utility functions below: 

 
It is clear from the above functions that the  first 
buyer wants to buy the X brand While the second one 
tends to buy the Y brand. Now suppose that firms that 
produce the X, Y and Z brands have independent 
ownership. The prices 2 = ݕ = ݔ and 1 = ݖ form 
a Nash Bertrand equilibrium. In this equilibrium, the 
brand that produces the X, sells a unit to the first 
buyer, and the firm that produces the Y brand, sells 
one unit to the second buyer. Finally, the firm that 
sells the Z brand sells two units or one unit to each 
buyer. So the profit of firms will be Π ݔ = Π ݕ = 
Π 2 = ݖ. If Z increases its price, none of the buyers 
will buy a product from him. Also considering that 
both buyers eventually buy a unit from firm Z. Firm 
Z cannot profit by lowering the price. In order to 
withdraw firm Y from the market and attract a buyer 
who is attracted to the Y brand, X should place the 
price zero. So X and Y cannot increase their profits. 
With this argument, expelling competitors from the 
market for X and Y firms is not beneficial. Now 
suppose that X and Z collaborate together and intend 
to withdraw firm Y from the market by presenting 
their product as a package. In other words, the firm X 
and Z intend to offer a package containing a product 
Z and a product X for ݖݔ . By setting the price of this 
package, 3 = ݖݔ, the firm Y is expelled from the 
market. Now we show that earnings of X and Z when 
exiting Y, are lower than the total profit of these 
firms before collusion. Suppose that firm Y 
determines its price zero. Considering 3 = ݖݔ, the 
second buyer's utility of the purchase of the package 
 :and product Y at zero is ݖݔ
 
 (3) 0 = 0 − ݖݔ − 3 = 2ܷ
 
As a result, the firm Y will not produce the goods and 
will not be served to the second purchaser. In other 
words, if Y does not produce, the second buyer will 
not receive a basket of preferred goods. 
Consequently, in the defined utility function, the 
willingness to pay is reduced to 1 and the XZ package 
will not be purchased. Under the equilibrium from Y 
out of the market, profit will be Π 3 = ݖݔ. While 
the combined earnings of X and Z were more than 3 
before Y was thrown out. In this way, we showed that 
the exit of a competitive horizontal company is 
costly2 and because it does not serve a buyer, it will 
reduce the industry's profits and the welfare of the 

entire community. Now we show that when two 
companies X and Z compromise, it is more beneficial 
for them not to completely remove Y from the market 
and consider a small market share for him. Suppose ε 
> 0 is a small number. 
 
Determining the prices of ߝ − 3 = ݖݔ and ߝ = ݕ 
forms a Nash equilibrium. On the other, this 
equilibrium leads to a higher level of profit for firms 
X, Y and Z than Y is completely out of the market. In 
order to show the advantage of this equilibrium to the 
complete elimination of the firm Y, it can be seen that 
in this case, the X and Z firms sell the XZ packet to 
both buyers. They thus earn Π (ߝ − 3)2 = ݖݔ. This 
is while under the Y elimination strategy, the package 
is sold only to one of the buyers. Therefore, they 
earned Π 3 = ݖݔ. Therefore, by determining ε small 
enough, the above equilibrium is more beneficial than 
the complete elimination of Y. The reason for the 
advantage of the above equilibrium is that in this 
case, the second buyer's preferred basket, which tends 
to buy Y, is provided. In other words, in this case, the 
second buyer bought the XZ package at a price of ݖݔ 
 and then discarded the product X that is not ,ߝ − 3 =
of its  own interest and bought the product Y at ݕ = 
 However, as explained earlier, In the balance of Y's .ߝ
complete removal, since the second buyer did not 
obtain the basket of preferences and its willingness to 
pay will be reduced, no product will be bought. It is 
noted that in the full elimination equilibrium of the 
competitor, the profitability of firms X, Y and Z, and 
the utility of the second buyer, will be less than the 
time that firm Y remains in the market. Therefore, the 
equilibrium obtained by eliminating the rival firm is 
not socially optimal. In other words, while the firm X 
tends to behave exclusively and eliminate the 
competitor completely but if it allows the rival firm to 
remain in the market, it will earn more. By modeling 
this hypothetical game, it was shown that observing 
some of the ethical orders of Islam in business, not 
only does not impair the profit of the economic 
broker, but may even increase his profits. Acting on 
Islamic orders such as Prohibition of collusion to 
harm others, the prohibition of monopoly or 
protection of insolvent firms, not only does it not 
cause harm, it will also increase the welfare of the 
community. 
 
CONCLUSION 
 
Islamic economic system is based on the principles of 
property diversity, justice, co-operation, competition 
and economic ethics. In the framework of the market, 
which is one of the main institutions of any economic 
system, the Islamic economic system has its own 
characteristics and functions. Islam does not prohibit 
competition for profit, but it has introduced numerous 
rules, including no harm to others. The main purpose 
of these criteria is to create incentives for economic 
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activity along with divine satisfaction and serving the 
Islamic community. The Islamic bazaar is a 
competitive market. Due to the rule of Islamic norms, 
there are positive effects of competition but not its 
negative effects such as the emergence of monopoly, 
the destruction of each other, the collusion for the 
abuse of an emergency, or harming others, and the 
elimination of rivals from the market. And all 
activities are done to meet the needs of the 
community. Therefore, the prohibition of collusion 
and monopoly on the one hand, and the sponsorship 
of bankrupt firms on the other hand, will increase 
competition in the market and thus reduce prices 
Which in turn affects the profitability of economic 
activity. 
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