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ABSTRACT  
 

The rapid advancement of digital technology has fundamentally reshaped 

financial systems worldwide, offering new pathways to enhance financial 

inclusion. Within this context, Islamic economics presents a distinctive 

framework that integrates ethical principles, risk-sharing mechanisms, and social 

justice objectives. This article examines the role of Islamic economics in the 

dynamics of digital transformation and financial inclusion through a qualitative 

literature-based approach. Drawing upon peer-reviewed international and 

national academic publications, as well as institutional reports from the World 

Bank, Bank Indonesia, the Financial Services Authority (OJK), and Statistics 

Indonesia (BPS), this study synthesizes conceptual, empirical, and policy-

oriented insights. The findings indicate that digital financial services such as 

Islamic fintech, digital Islamic banking, peer-to-peer lending, and crowdfunding 

for zakat and waqf have significant potential to expand access to Sharia-

compliant financial services, particularly among underserved populations. 

However, the practical realization of this potential remains constrained by 

several structural challenges, including low Islamic financial literacy, limited 

public trust, regulatory fragmentation, and unequal digital infrastructure. 

National evidence from the 2024 National Survey of Financial Literacy and 

Inclusion (SNLIK) reveals that Islamic financial literacy stands at 39.11%, while 

Islamic financial inclusion is only 12.88%, highlighting a substantial gap 

between awareness and actual utilization. This article argues that digital 

transformation in Islamic finance must be aligned with the objectives of maqasid 

al-shariah to ensure that technological efficiency does not compromise ethical 

and social goals. Policy recommendations include strengthening digital Islamic 

financial literacy programs, enhancing regulatory harmonization for Islamic 

fintech, promoting collaboration between Islamic banks and fintech firms, and 

developing inclusive digital payment infrastructures. By integrating 

technological innovation with Islamic economic principles, Islamic finance can 

play a strategic role in fostering equitable and sustainable financial inclusion. 

This study contributes to the growing discourse on digital Islamic economics and 

provides a conceptual foundation for future empirical research. 

 

 

INTRODUCTION 
Digital transformation and financial inclusion have emerged as two interrelated global 

development agendas that are fundamentally reshaping the architecture and functioning of 
contemporary financial systems. The rapid diffusion of digital technologies such as mobile 
banking, fintech platforms, cloud computing, artificial intelligence, and data-driven financial 
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services has significantly altered how financial institutions interact with consumers. These 
technological advancements have reduced transaction costs, minimized geographical 
barriers, enhanced service efficiency, and enabled broader access to financial products, 
particularly for individuals and communities that have traditionally been excluded from 
formal financial systems. As a result, digital finance has increasingly been positioned as a 
catalyst for inclusive economic growth and social development (Beck et al., 2013; World Bank, 
2020; Alshater et al., 2022). 

Parallel to these developments, Islamic economics offers a distinctive normative and 
institutional framework that emphasizes ethical finance, social justice, and equitable wealth 
distribution. Unlike conventional financial systems that are primarily driven by profit 
maximization, Islamic economics is grounded in Sharia principles that promote risk-sharing, 
asset-backed transactions, and social responsibility. These characteristics render Islamic 
economics particularly relevant in contemporary discussions on inclusive finance, especially 
in contexts where conventional financial mechanisms have failed to adequately serve 
marginalized populations. Consequently, the convergence of digital transformation and 
Islamic economic principles presents a promising pathway for addressing persistent financial 
inclusion challenges (Beck et al., 2013; World Bank, 2020; Alshater et al., 2022). 

The intersection of Islamic economics and digital transformation has attracted growing 
scholarly attention over the past decade, particularly in relation to financial inclusion. Islamic 
finance explicitly prohibits interest (riba), excessive uncertainty (gharar), and speculative 
activities (maysir), while simultaneously encouraging productive economic activities through 
profit-and-loss sharing arrangements. Moreover, Islamic finance incorporates social 
redistribution instruments such as zakat, waqf, and sadaqah, which are designed to reduce 
inequality and support vulnerable groups. These foundational principles closely align with the 
core objectives of inclusive finance, positioning Islamic digital finance as a potentially 
powerful instrument for extending financial services to underserved and marginalized 
communities (Mohieldin et al., 2012; Demirgüç-Kunt et al., 2018; Hassan et al., 2021). 

Within this broader discourse, Indonesia occupies a strategically important position. As 
the country with the largest Muslim population in the world and one of the fastest-growing 
digital economies in Southeast Asia, Indonesia presents both substantial opportunities and 
complex challenges for the development of Islamic digital finance. Over the past decade, the 
country has witnessed consistent growth in Islamic banking assets, fintech startups, and 
digital payment adoption. Nevertheless, despite this progress, Islamic finance continues to 
account for a relatively small share of the national financial system. According to data from 
the Financial Services Authority (OJK, 2024), Islamic banking assets have expanded steadily, 
yet their market share remains significantly lower than that of conventional banking 
institutions. This structural imbalance underscores both the latent potential of Islamic finance 
and the systemic constraints that limit its contribution to inclusive growth (OJK, 2023; Bank 
Indonesia, 2023; BPS, 2024). 

Empirical studies suggest that digital financial services can accelerate financial inclusion 
by overcoming traditional barriers related to geography, information asymmetry, and 
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institutional rigidity. Digital platforms enable remote access to financial services, simplify 
customer onboarding processes, and facilitate alternative credit assessments through data 
analytics. In the Islamic finance context, fintech innovations—such as Sharia-compliant peer-
to-peer lending, digital microfinance, and crowdfunding platforms for social finance—offer 
tailored solutions that resonate with the ethical and religious preferences of Muslim 
consumers. These innovations not only expand access to finance but also reinforce trust and 
legitimacy by adhering to Sharia principles (IFSB, 2021; Global Islamic Fintech Report, 2021; 
Alshater et al., 2022). However, the actual impact of these platforms depends heavily on 
regulatory clarity, consumer protection mechanisms, and the overall readiness of digital 
infrastructure. 

National-level data further illustrate the magnitude of challenges confronting Islamic 
financial inclusion in Indonesia. Findings from the 2024 National Survey of Financial Literacy 
and Inclusion (SNLIK) reveal that Islamic financial literacy stands at 39.11%, while Islamic 
financial inclusion is limited to only 12.88%. This significant disparity indicates a substantial 
gap between public awareness of Islamic financial concepts and actual participation in Islamic 
financial services. The data suggest that improving literacy alone is insufficient to drive 
adoption; structural issues such as product accessibility, affordability, and trust must also be 
addressed to translate knowledge into usage (OJK & BPS, 2024; BI, 2023; World Bank, 2022). 

From a regulatory perspective, the sustainable development of Islamic digital finance 
necessitates a policy environment that is both supportive of innovation and vigilant in 
managing risks. International experiences demonstrate the effectiveness of regulatory 
sandboxes, risk-based supervision, and technology-neutral regulations in fostering fintech 
innovation while safeguarding financial stability. Such approaches allow regulators to test 
new business models without stifling innovation, while ensuring consumer protection and 
systemic resilience (World Bank, 2020; IFSB, 2021; Arner et al., 2020). In Indonesia, regulatory 
authorities have introduced various initiatives to encourage fintech growth; however, 
harmonizing digital innovation with Sharia governance frameworks remains an ongoing 
challenge that requires further institutional coordination. 

Beyond regulatory considerations, socio-cultural factors play a critical role in shaping the 
adoption of Islamic digital financial services. Trust in Sharia compliance, perceptions of 
institutional legitimacy, and cultural preferences for face-to-face financial interactions 
continue to influence consumer behavior, particularly among rural populations and low-
income households. Studies indicate that skepticism regarding the Sharia authenticity of 
digital products can hinder adoption, even when such products are technologically advanced 
and economically efficient. These findings underscore the importance of transparent 
certification processes, effective communication strategies, and collaboration with religious 
authorities to enhance public confidence in Islamic digital finance (Hassan et al., 2021; Rahayu 
& Musdholifah, 2022; Supriadi et al., 2023). 

The concept of maqasid al-shariah provides a valuable analytical framework for 
evaluating digital transformation in Islamic finance. By emphasizing the protection of wealth 
(hifz al-mal), intellect (hifz al-‘aql), and social welfare, maqasid-oriented approaches ensure 
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that technological innovation serves broader societal objectives rather than purely 
commercial interests. Integrating maqasid principles into the design and implementation of 
digital financial products can mitigate ethical risks, promote consumer protection, and 
enhance the social impact of Islamic fintech initiatives (Chapra, 2008; Auda, 2016; Masruchin, 
2023). This normative perspective is particularly important in an era where rapid 
technological change can exacerbate inequality if not carefully managed. 

Despite the expanding body of literature on Islamic finance and digitalization, notable 
gaps remain in synthesizing theoretical perspectives, national statistical evidence, and policy 
implications within a unified analytical framework. Many existing studies focus narrowly on 
technological adoption or consumer behavior, while fewer address the broader institutional, 
regulatory, and ethical dimensions of Islamic digital finance using comprehensive secondary 
data sources. This fragmentation limits the ability of policymakers and practitioners to 
formulate evidence-based strategies that align digital innovation with Islamic economic 
objectives. 

In response to these gaps, this article seeks to provide a systematic and integrative 
analysis of Islamic economics within the dynamics of digital transformation and financial 
inclusion in Indonesia. By reviewing relevant academic literature and official reports, this 
study aims to develop a coherent understanding of how Islamic economics can leverage 
digital technologies to enhance inclusive finance. Specifically, the objectives of this study are 
to (1) examine the role of digital transformation in advancing Islamic financial inclusion, (2) 
identify key challenges that limit the effectiveness of Islamic digital finance initiatives, and (3) 
propose policy-oriented recommendations grounded in maqasid al-shariah. The subsequent 
sections outline the research methodology, present and discuss thematic findings, and 
conclude with implications for policymakers, practitioners, and future research. 

METHOD   RESEARCH 
Research Design and Approach 

This study adopts a qualitative research design based on a systematic literature review 
(SLR) to examine the role of Islamic economics in the dynamics of digital transformation and 
financial inclusion. A qualitative approach is appropriate because the study aims to develop 
an in-depth conceptual understanding, synthesize existing knowledge, and generate policy-
relevant insights rather than test hypotheses using primary empirical data. Qualitative 
literature-based research is widely used in economics, finance, and social sciences to explore 
emerging phenomena, integrate diverse theoretical perspectives, and identify research gaps 
(Creswell & Poth, 2018; Snyder, 2019; Alshater et al., 2022). 

The choice of a literature review methodology is particularly relevant given the rapidly 
evolving nature of digital finance and Islamic economics. Empirical data on Islamic fintech and 
digital financial inclusion are often fragmented across jurisdictions and institutions, making 
secondary data synthesis an effective strategy for capturing broader trends and policy 
implications. By systematically reviewing academic publications and institutional reports, this 
study seeks to provide a comprehensive and coherent analysis that bridges theory, empirical 
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evidence, and regulatory perspectives (Tranfield et al., 2003; Snyder, 2019; Hassan et al., 
2021). 

Literature Review Strategy 

The literature review follows a structured and transparent procedure to ensure rigor, 
replicability, and analytical depth. The review process was guided by principles of systematic 
literature review as outlined by Tranfield et al. (2003) and further refined by Snyder (2019), 
emphasizing clear search strategies, inclusion criteria, and analytical synthesis. While this 
study does not implement a full PRISMA flow diagram, it incorporates core elements of 
systematic review methodology, including source identification, screening, eligibility 
assessment, and thematic synthesis (Page et al., 2021). 

Academic literature was identified through reputable scholarly databases, including 
Scopus, Web of Science, Google Scholar, and ScienceDirect. These databases were selected 
due to their extensive coverage of peer-reviewed journals in economics, finance, Islamic 
studies, and digital innovation. The search focused on publications from 2010 to 2025 to 
capture both foundational and recent developments in Islamic finance and digital 
transformation (Alshater et al., 2022; Hassan et al., 2021). 

Key search terms included combinations of: Islamic economics, Islamic finance, digital 
transformation, fintech, Islamic fintech, financial inclusion, maqasid al-shariah, and digital 
banking. Boolean operators (AND, OR) were used to refine the search and ensure relevance. 
This keyword strategy aligns with established practices in systematic reviews within financial 
and management research (Snyder, 2019; Donthu et al., 2021). 

Inclusion and Exclusion Criteria 

To ensure the relevance and quality of the reviewed literature, explicit inclusion and 
exclusion criteria were applied. Included sources met the following criteria: 

1. Peer-reviewed journal articles, books, or conference proceedings published by 
reputable academic publishers; 

2. Official reports and statistical publications from recognized institutions, such as the 
World Bank, Financial Services Authority (OJK), Bank Indonesia (BI), Islamic Financial 
Services Board (IFSB), and Statistics Indonesia (BPS); 

3. Publications written in English or Indonesian; 
4. Studies explicitly addressing Islamic finance, digital finance, fintech, or financial 

inclusion. 
Sources were excluded if they lacked clear methodological transparency, were purely 

opinion-based without academic grounding, or did not directly relate to the intersection of 
Islamic economics, digital transformation, and financial inclusion. This screening process 
enhances the credibility and analytical rigor of the study (Tranfield et al., 2003; Creswell & 
Poth, 2018). 

Data Sources and Secondary Data 
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In addition to academic literature, this study utilizes secondary data from national and 
international institutions to contextualize the analysis and support practical implications. 
These data sources include the National Survey of Financial Literacy and Inclusion (SNLIK) 
2024, Islamic Banking Statistics published by OJK, reports from Bank Indonesia, and global 
assessments by the World Bank and IFSB. Secondary data are essential for understanding real-
world conditions and policy environments, particularly in studies that aim to bridge theory 
and practice (Johnston, 2017; Bowen, 2009). 

The integration of institutional data allows the study to triangulate findings from 
academic literature with empirical trends observed in Indonesia’s Islamic financial sector. This 
triangulation strengthens the validity of qualitative conclusions by situating them within 
measurable socio-economic realities (Bowen, 2009; Creswell & Poth, 2018). 

Analytical Framework and Thematic Analysis 

The analysis employs a thematic synthesis approach to organize and interpret the 
reviewed literature. Thematic analysis is a widely accepted qualitative method for identifying, 
analyzing, and reporting patterns within textual data (Braun & Clarke, 2006; Guest et al., 
2012). This method is particularly suitable for synthesizing diverse studies with varying 
methodologies, contexts, and theoretical orientations. 

The analytical process involved three main stages. First, the reviewed literature was 
coded based on recurring concepts and themes, such as digital financial access, Islamic fintech 
models, regulatory frameworks, financial literacy, and maqasid al-shariah. Second, these 
codes were grouped into broader thematic categories reflecting structural opportunities, 
challenges, and policy implications. Third, the themes were interpreted through the lens of 
Islamic economic principles and inclusive finance theory to generate integrative insights 
(Braun & Clarke, 2006; Snyder, 2019). 

The Role of Maqasid al-Shariah as an Analytical Lens 

A distinctive feature of this study is the use of maqasid al-shariah as a normative and 
analytical framework. Maqasid al-shariah emphasizes the preservation of wealth, intellect, 
faith, life, and lineage, providing ethical guidance for economic activities and institutional 
design. Applying this framework allows the study to evaluate whether digital financial 
innovations align with Islamic ethical objectives and contribute to social welfare (Chapra, 
2008; Auda, 2016; Masruchin, 2023). 

In methodological terms, maqasid al-shariah functions as an interpretive lens rather than 
a variable to be measured. This approach is consistent with prior qualitative research in 
Islamic economics, where normative frameworks are used to assess policy coherence, ethical 
implications, and social impact (Hassan et al., 2021; Auda, 2016). 

Research Validity and Reliability 
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To enhance the trustworthiness of the findings, this study applies several strategies 
commonly used in qualitative research. First, source triangulation was employed by 
combining academic literature with institutional reports and statistical data. Second, 
transparency in the literature selection and analytical process was maintained to allow 
replication and critical evaluation. Third, the use of well-established methodological 
references strengthens the credibility of the research design (Lincoln & Guba, 1985; Creswell 
& Poth, 2018). 

Although qualitative literature-based research does not aim for statistical generalization, 
analytical generalization is achieved by linking findings to established theories and 
frameworks. This ensures that conclusions are conceptually robust and relevant beyond the 
specific case of Indonesia (Yin, 2018). 

RESULT AND DISCUSSION 
1. Digital Transformation as a Driver of Islamic Financial Inclusion 

The literature consistently identifies digital transformation as a pivotal driver of financial 
inclusion, particularly within Islamic financial systems. The adoption of digital technologies 
enables financial institutions to significantly reduce operational costs, overcome geographical 
barriers, and deliver services more efficiently and flexibly. These advantages are especially 
relevant for underserved and unbanked populations, who often face physical, institutional, 
and socio-economic constraints in accessing formal financial services. In the context of Islamic 
economics, digital transformation facilitates the broader dissemination of Sharia-compliant 
financial products, allowing individuals who previously lacked access to engage with financial 
services aligned with their religious and ethical values (World Bank, 2020; Hassan et al., 2021; 
Alshater et al., 2022). 

Islamic digital financial services, including mobile Islamic banking, Sharia-compliant 
fintech platforms, and digital payment systems, have demonstrated substantial potential to 
promote financial inclusion by responding to the ethical and religious preferences of Muslim 
consumers. Empirical studies suggest that Muslim users exhibit higher adoption intentions 
when financial products are perceived as compliant with Sharia principles, particularly when 
such products are delivered through user-friendly and accessible digital channels. This 
alignment between technological convenience and religious compliance enhances trust and 
engagement, positioning digitalization as a catalyst for inclusive participation in the Islamic 
financial system (Demirgüç-Kunt et al., 2018; Global Islamic Fintech Report, 2021; Supriadi et 
al., 2023). Consequently, digital transformation in Islamic finance should not be viewed 
merely as a technological advancement, but rather as a strategic mechanism for integrating 
financial inclusion objectives with the normative foundations of Islamic economics. 

The Indonesian experience reflects these global developments. The rapid expansion of 
digital Islamic banking applications and fintech platforms illustrates the increasing integration 
of digital solutions within the national Islamic financial ecosystem. Data from the Financial 
Services Authority (OJK) indicate a steady increase in the number of digital Islamic banking 
users over the past five years, driven by rising smartphone penetration and the growing digital 
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payment infrastructure (OJK, 2024). This trend underscores the role of digital platforms in 
extending the reach of Islamic financial services beyond conventional banking networks. 

However, despite notable progress, the contribution of digital Islamic finance to overall 
financial inclusion in Indonesia remains relatively limited. Regulatory reports suggest that 
digital transformation alone is insufficient to significantly enhance inclusion without adequate 
institutional support and socio-cultural readiness. Structural challenges such as limited Islamic 
financial literacy, uneven digital infrastructure, and varying levels of trust in digital financial 
institutions continue to constrain broader adoption (OJK, 2023; Bank Indonesia, 2023). These 
findings highlight the need for a more holistic approach, in which digital innovation is 
complemented by supportive policies, educational initiatives, and institutional collaboration. 
Within this framework, digital transformation can more effectively serve as a sustainable 
driver of Islamic financial inclusion, ensuring that technological progress translates into 
meaningful socio-economic impact. 

2. Islamic Fintech Models and Their Inclusive Potential 

A major finding emerging from the literature is the central role of Islamic fintech models 
in advancing inclusive finance within Islamic economic systems. Islamic fintech encompasses 
a broad spectrum of digital financial services, including peer-to-peer (P2P) lending, 
crowdfunding, digital microfinance, and digital platforms for zakat and waqf management. 
These innovations are particularly significant for micro and small entrepreneurs who often 
encounter structural barriers when seeking financing from conventional banking institutions, 
such as the absence of collateral, limited financial records, or lack of formal credit histories. 
By offering alternative mechanisms that align with Islamic principles, Islamic fintech provides 
an inclusive pathway for economic participation among marginalized groups (IFSB, 2021; 
Alshater et al., 2022; Hassan et al., 2021). 

Among the various Islamic fintech instruments, Sharia-compliant P2P lending platforms 
have received considerable attention due to their potential to address financing gaps faced 
by micro, small, and medium enterprises (MSMEs). Unlike conventional interest-based 
lending, Islamic P2P platforms employ profit-and-loss sharing contracts such as mudarabah 
and musharakah, which distribute risks and returns more equitably between capital providers 
and entrepreneurs. This contractual structure not only adheres to Islamic economic principles 
but also fosters a more inclusive financing environment by accommodating businesses that 
may be deemed high-risk under conventional credit assessment frameworks. Empirical 
evidence suggests that Islamic P2P lending contributes to financial inclusion by extending 
financing to entrepreneurs in rural and semi-urban areas, particularly when supported by 
digital onboarding processes and alternative credit scoring systems that utilize transaction 
data and behavioral indicators (World Bank, 2020; Global Islamic Fintech Report, 2021). 

In addition to commercial financing models, digital platforms for zakat and waqf 
collection represent a critical dimension of Islamic fintech that directly supports social 
inclusion. These platforms leverage digital payment infrastructures and, in some cases, 
blockchain-based transparency mechanisms to enhance efficiency, accountability, and 
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traceability in the management of social funds. Improved transparency reduces information 
asymmetry and strengthens public trust, which is essential for increasing participation among 
contributors and beneficiaries. The literature emphasizes that digital zakat and waqf 
platforms not only broaden access to social finance but also reinforce the redistributive 
function of Islamic economics, enabling more effective targeting of poverty alleviation and 
social welfare programs (Ascarya, 2021; Biancone et al., 2020; Masruchin, 2023). 

Overall, the integration of fintech innovation within Islamic finance demonstrates how 
digital transformation can simultaneously address market failures and social objectives. By 
combining ethical financial principles with technological efficiency, Islamic fintech models 
contribute to a more inclusive financial ecosystem that supports both economic 
empowerment and social justice. These findings underscore the importance of strengthening 
regulatory frameworks, technological infrastructure, and institutional collaboration to 
maximize the inclusive potential of Islamic fintech in developing economies. 

3. Financial Literacy, Trust, and Adoption Barriers 

Despite the considerable potential of Islamic digital finance to enhance financial 
inclusion, the literature consistently identifies low financial literacy as a major structural 
constraint to its widespread adoption. Financial literacy, particularly Islamic financial literacy, 
is a critical determinant of individuals’ capacity to understand, evaluate, and effectively utilize 
financial products and services. In the Indonesian context, this challenge is evident in the 
findings of the 2024 National Survey of Financial Literacy and Inclusion (SNLIK), which reports 
that Islamic financial literacy stands at only 39.11%, a figure substantially lower than the 
literacy level associated with conventional financial products (OJK & BPS, 2024). This disparity 
highlights a fundamental gap between the availability of Islamic digital financial services and 
the population’s readiness to engage with them. 

The gap in Islamic financial literacy has direct implications for the utilization of Islamic 
financial services. While many individuals possess a basic awareness of Sharia principles, such 
as the prohibition of riba and the emphasis on ethical finance, they often lack practical 
knowledge regarding the specific features, benefits, and risks of Islamic financial products, 
particularly those delivered through digital platforms. The complexity of digital interfaces, 
combined with limited familiarity with financial terminology, can create additional barriers to 
adoption. Several studies suggest that although digitalization expands physical access to 
financial services, it may inadvertently deepen exclusion for certain segments of society if 
users lack the necessary skills, confidence, or digital competence to navigate these platforms 
effectively (Hassan et al., 2021; Rahayu & Musdholifah, 2022; World Bank, 2022). 
Consequently, digital transformation without parallel investment in financial education risks 
reinforcing existing inequalities rather than alleviating them. 

Beyond literacy, trust emerges as another critical factor shaping the adoption of Islamic 
digital financial services. Trust in the authenticity of Sharia compliance, the security of digital 
transactions, and the legitimacy of financial institutions plays a decisive role in consumer 
decision-making. The literature indicates that doubts regarding the credibility of Sharia 
certification processes, along with concerns about data privacy and cybersecurity, can 
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significantly discourage participation in Islamic digital finance. These concerns are particularly 
pronounced among older individuals and populations in rural areas, where personal 
relationships and face-to-face interactions have traditionally formed the basis of financial 
trust (Supriadi et al., 2023; Hassan et al., 2021). 

These findings underscore the importance of strengthening institutional frameworks that 
support transparency and accountability in Islamic digital finance. Robust governance 
mechanisms, clear and credible Sharia supervision, and comprehensive cybersecurity 
safeguards are essential to building and maintaining public trust. Moreover, integrating 
financial literacy programs with digital inclusion strategies can enhance users’ confidence and 
competence, enabling more effective engagement with Islamic digital financial services. 
Addressing both literacy and trust simultaneously is therefore crucial for translating the 
technological potential of Islamic digital finance into meaningful and inclusive financial 
participation. 

4. Regulatory and Institutional Challenges 

Regulatory frameworks play a decisive role in shaping the development and impact of 
Islamic digital finance. The literature highlights the need for balanced regulation that 
encourages innovation while safeguarding financial stability and consumer protection. 
Regulatory sandboxes, risk-based supervision, and proportional licensing regimes are widely 
recognized as effective tools for managing fintech innovation (Arner et al., 2020; World Bank, 
2020; IFSB, 2021). 

In Indonesia, regulatory authorities have introduced various initiatives to support fintech 
development, including specific regulations for P2P lending and digital banking. However, 
studies indicate that regulatory fragmentation and overlapping mandates can create 
uncertainty for Islamic fintech providers. The need to comply simultaneously with financial 
regulations and Sharia governance requirements can increase operational complexity and 
compliance costs, potentially limiting innovation (OJK, 2023; Bank Indonesia, 2023). 

Moreover, the literature points to the absence of standardized Sharia contracts and 
digital compliance frameworks as a barrier to scaling Islamic fintech solutions. Differences in 
Sharia interpretations across institutions can lead to inconsistencies in product design and 
consumer perceptions. International best practices suggest that greater harmonization and 
collaboration between regulators, Sharia scholars, and industry stakeholders are essential for 
fostering a coherent and supportive ecosystem (IFSB, 2021; Hassan et al., 2021). 

5. Infrastructure and Digital Divide Issues 

Another significant theme identified in the literature concerns the role of digital 
infrastructure in shaping the inclusiveness of Islamic digital finance. Digital transformation in 
financial services is inherently dependent on the availability and quality of supporting 
infrastructure, particularly internet connectivity and access to digital devices. While urban 
areas generally benefit from high levels of internet penetration, smartphone ownership, and 
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digital literacy, rural and remote regions continue to face persistent limitations in connectivity 
and infrastructure quality. This digital divide restricts the effective reach of digital financial 
services and reinforces existing socio-economic disparities, thereby constraining the inclusive 
potential of Islamic digital finance (World Bank, 2022; BPS, 2024). 

In the Indonesian context, empirical studies and official reports indicate that unequal 
access to digital infrastructure disproportionately affects low-income households, micro-
entrepreneurs, and populations residing in geographically isolated areas. These groups 
represent the primary targets of Islamic financial inclusion initiatives, particularly those aimed 
at supporting micro and small enterprises through Sharia-compliant financing instruments. 
However, without stable internet access and affordable digital devices, these populations are 
often unable to fully engage with Islamic fintech platforms or digital banking services. As a 
result, the benefits of digital Islamic finance tend to be concentrated among relatively 
advantaged groups in urban or peri-urban areas, limiting its broader developmental impact 
(Bank Indonesia, 2023; OJK, 2024). 

The literature further suggests that infrastructure constraints not only affect access but 
also influence user experience and trust in digital financial services. Unreliable connectivity 
can disrupt transactions, increase perceived risks, and discourage continued usage, 
particularly among first-time users. These challenges highlight the importance of viewing 
infrastructure development as a foundational prerequisite for achieving meaningful financial 
inclusion through digital Islamic finance. Without targeted investment in digital infrastructure 
and inclusive connectivity policies, the transformative potential of Islamic fintech may remain 
unevenly distributed, undermining its role in promoting equitable and sustainable economic 
development. 

6. Maqasid al-Shariah and Ethical Evaluation of Digital Finance 

The application of maqasid al-shariah emerges in the literature as a critical analytical 
framework for evaluating the ethical and social implications of digital transformation within 
Islamic finance. Unlike approaches that focus solely on formal compliance with contractual 
rules and legal prohibitions, maqasid-oriented perspectives emphasize the substantive 
objectives of Sharia (al-ghayat), particularly the protection of wealth (hifz al-mal), intellect 
(hifz al-‘aql), and social welfare (maslahah). By foregrounding these objectives, maqasid al-
shariah provides normative guidance to ensure that technological innovation in financial 
services contributes to human well-being, distributive justice, and socio-economic balance 
rather than merely enhancing operational efficiency or institutional profitability (Chapra, 
2008; Auda, 2016). 

Within the context of digital finance, this perspective is especially relevant given the 
increasing reliance on automated systems, data-driven decision-making, and algorithmic 
governance. The literature emphasizes that digital financial products and platforms must 
extend beyond formal adherence to Sharia contracts and legal rulings to address broader 
ethical and societal considerations. For example, the use of automated credit scoring and 
algorithmic assessment tools in Islamic fintech raises important concerns related to fairness, 
transparency, and potential discrimination. Without careful design, oversight, and 
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accountability mechanisms, algorithmic systems may unintentionally exclude vulnerable 
groups, reproduce socio-economic biases embedded in data, or limit access for individuals 
with non-traditional financial profiles. Such outcomes are fundamentally inconsistent with 
the maqasid objective of protecting social welfare and preventing harm (darar) in economic 
transactions (Masruchin, 2023; Hassan et al., 2021). 

In addition to algorithmic fairness, the literature highlights the ethical significance of 
transparency and user comprehension in digital financial services. Digital contracts, 
application interfaces, and disclosure mechanisms must be designed in ways that are 
accessible and understandable to users with diverse levels of financial and digital literacy. 
Complex terminology, opaque pricing structures, or poorly designed interfaces may 
undermine informed consent and weaken users’ capacity to make sound financial decisions. 
From a maqasid al-shariah perspective, such practices compromise the protection of intellect 
and violate the principle of preventing harm by exposing users to avoidable risks. Ensuring 
clarity, simplicity, and user-centric design therefore becomes an ethical imperative rather 
than merely a technical consideration. 

Integrating maqasid al-shariah principles into both product design and regulatory 
frameworks can serve as an effective mechanism for mitigating ethical risks associated with 
digital finance. By embedding ethical safeguards within technological processes, governance 
structures, and supervisory mechanisms, Islamic fintech initiatives can enhance their social 
legitimacy and strengthen public trust. The literature suggests that a maqasid-based 
approach encourages regulators and practitioners to evaluate digital financial innovations not 
only in terms of technical compliance but also in relation to their broader contributions to 
inclusive growth, social justice, and long-term sustainability. In this way, Islamic finance is 
positioned as a value-driven system capable of guiding responsible and ethically grounded 
digital transformation in contemporary financial markets. 

7. Policy Implications and Strategic Directions 

Synthesizing the findings from the reviewed literature, several important policy 
implications and strategic directions can be identified to strengthen the role of Islamic digital 
finance in promoting inclusive development. First, digital transformation initiatives in Islamic 
finance should be accompanied by comprehensive literacy and education programs that 
address both financial and digital competencies. Improving Islamic financial literacy alone is 
insufficient if users lack the skills to navigate digital platforms effectively. Therefore, 
integrated education strategies targeting different demographic groups particularly low-
income households, micro-entrepreneurs, and rural communities are essential to ensure that 
digital financial services translate into meaningful inclusion. 

Second, regulators are encouraged to pursue greater harmonization between financial 
regulation and Sharia governance frameworks. Regulatory fragmentation and uncertainty 
regarding Sharia compliance can hinder innovation and discourage market entry by fintech 
firms. Clear, consistent, and technology-neutral regulatory guidelines can reduce compliance 
costs while fostering innovation within a well-defined ethical framework. Strengthening 
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coordination between financial authorities and Sharia supervisory bodies is particularly 
important to ensure that digital financial products comply not only with formal Sharia 
requirements but also with broader ethical and social objectives. 

Third, sustained investment in digital infrastructure remains a critical prerequisite for 
inclusive Islamic digital finance. Expanding broadband access, improving network reliability, 
and promoting affordable digital devices are necessary to bridge the digital divide that 
continues to limit access in rural and remote areas. Without adequate infrastructure, digital 
financial solutions risk reinforcing existing inequalities rather than alleviating them. 
Infrastructure development should therefore be viewed as an integral component of financial 
inclusion strategies rather than a separate policy domain. 

In addition to these structural measures, collaboration among key stakeholders plays a 
central role in scaling inclusive Islamic digital finance solutions. Effective partnerships 
between Islamic banks, fintech firms, government agencies, and religious institutions can 
enhance trust, legitimacy, and outreach. Religious institutions, in particular, can contribute to 
public education and confidence-building by clarifying Sharia compliance and promoting 
ethical financial practices. The literature indicates that public–private partnerships and 
ecosystem-based approaches are especially effective in advancing financial inclusion, as they 
leverage complementary resources, expertise, and networks to address complex inclusion 
challenges (World Bank, 2020; IFSB, 2021; OJK, 2023). 

Overall, a coordinated policy approach that integrates literacy development, regulatory 
harmonization, infrastructure investment, and multi-stakeholder collaboration is essential for 
maximizing the inclusive potential of Islamic digital finance. 

CONCLUSION 
This study examines the role of Islamic economics in the context of digital transformation 

and financial inclusion, with particular emphasis on the Indonesian experience. Drawing on a 
qualitative review of academic literature, policy reports, and official statistical sources, the 
analysis demonstrates that digital transformation offers significant opportunities for 
expanding access to Sharia-compliant financial services. Digital technologies such as mobile 
banking, fintech platforms, and digital social finance instruments have the potential to reduce 
transaction costs, overcome geographical barriers, and tailor financial products to the ethical 
preferences of Muslim communities. As such, digitalization represents a strategic pathway for 
enhancing the inclusiveness and social relevance of Islamic finance. 

The findings indicate that Islamic fintech models play a central role in advancing financial 
inclusion, particularly for micro and small entrepreneurs who face structural constraints in 
accessing conventional finance. Sharia-compliant peer-to-peer lending, crowdfunding, and 
digital microfinance platforms provide alternative financing mechanisms based on risk-
sharing and asset-backed principles, aligning economic efficiency with Islamic ethical values. 
Moreover, digital platforms for zakat and waqf management strengthen the redistributive 
function of Islamic economics by improving transparency, accountability, and public 
participation. These developments illustrate how digital innovation can reinforce both the 
commercial and social dimensions of Islamic finance. 
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Despite these promising trends, the study also highlights several persistent challenges 
that limit the effectiveness of Islamic digital finance in promoting inclusive development. Low 
levels of Islamic financial literacy remain a major barrier to adoption, particularly among low-
income and rural populations. While awareness of Sharia principles may be relatively 
widespread, practical understanding of Islamic financial products and digital interfaces is 
often limited. Without targeted education and literacy initiatives, digital transformation risks 
benefiting only relatively advantaged groups, thereby undermining its inclusive potential. 

In addition to literacy constraints, trust-related issues significantly influence the adoption 
of Islamic digital financial services. Concerns regarding Sharia compliance, data security, and 
institutional legitimacy can discourage participation, especially among populations 
accustomed to face-to-face financial interactions. These findings underscore the importance 
of transparent governance structures, credible Sharia supervision, and robust cybersecurity 
frameworks in building public confidence. Trust, therefore, emerges as a foundational 
element in the sustainable development of Islamic digital finance. 

The analysis further emphasizes the critical role of digital infrastructure in shaping 
inclusion outcomes. Persistent digital divides between urban and rural areas constrain access 
to digital financial services and perpetuate existing socio-economic inequalities. Without 
adequate connectivity, reliable networks, and affordable digital devices, the benefits of 
Islamic fintech cannot be equitably distributed. Infrastructure development must therefore 
be recognized as a prerequisite for meaningful financial inclusion rather than a 
complementary policy objective. 

Importantly, this study underscores the relevance of maqasid al-shariah as a normative 
framework for evaluating digital transformation in Islamic finance. By prioritizing the 
protection of wealth, intellect, and social welfare, maqasid-oriented approaches ensure that 
technological innovation contributes to ethical, inclusive, and sustainable outcomes. 
Integrating maqasid principles into product design, regulation, and governance can help 
mitigate ethical risks associated with automation, data-driven decision-making, and digital 
exclusion. In this regard, Islamic digital finance has the potential to serve as a model of value-
driven financial innovation. 

From a policy perspective, the findings suggest that maximizing the inclusive potential of 
Islamic digital finance requires a coordinated and holistic approach. Digital innovation must 
be complemented by comprehensive literacy programs, regulatory harmonization between 
financial and Sharia governance frameworks, sustained investment in digital infrastructure, 
and multi-stakeholder collaboration. Partnerships among Islamic banks, fintech firms, 
government agencies, and religious institutions are particularly crucial for building trust, 
scaling inclusive solutions, and ensuring alignment with societal values. 

In conclusion, digital transformation presents both opportunities and challenges for 
Islamic economics in advancing financial inclusion. While technological innovation can expand 
access and enhance efficiency, its social impact ultimately depends on institutional readiness, 
ethical governance, and policy coherence. By leveraging digital transformation within a 
maqasid al-shariah framework, Islamic finance can play a meaningful role in promoting 
inclusive and sustainable economic development. Future research is encouraged to explore 
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empirical impacts of Islamic digital finance at the micro level and to examine comparative 
experiences across different institutional and regulatory contexts. 
 

REFERENCES 
Alshater, M. M., Hassan, M. K., Khan, A., & Saba, I. (2022). Digital financial inclusion 

and Islamic finance: A review of opportunities and challenges. Journal of Islamic 
Accounting and Business Research, 13(3), 482–507. 
https://doi.org/10.1108/JIABR-02-2021-0055  

Arner, D. W., Barberis, J., & Buckley, R. P. (2020). FinTech and regtech in a nutshell, 
and the future in a sandbox. Research Handbook on Digital Transformations, 1–22. 
https://doi.org/10.4337/9781788978015.00007  

Ascarya. (2021). The role of Islamic social finance during the COVID-19 pandemic. 
Journal of Islamic Monetary Economics and Finance, 7(Special Issue), 1–28. 
https://doi.org/10.21098/jimf.v7i0.1379  

Auda, J. (2016). Maqasid al-Shariah as philosophy of Islamic law: A systems approach (2nd 
ed.). International Institute of Islamic Thought. 

Bank Indonesia. (2023). Indonesia economic report 2023. Bank Indonesia. 
Beck, T., Demirgüç-Kunt, A., & Merrouche, O. (2013). Islamic vs. conventional 

banking: Business model, efficiency and stability. Journal of Banking & Finance, 
37(2), 433–447. https://doi.org/10.1016/j.jbankfin.2012.09.016  

Biancone, P. P., Secinaro, S., & Kamal, M. (2020). Crowdfunding and FinTech: Business 
model sharia compliant. European Journal of Islamic Finance, 16, 1–10. 
https://doi.org/10.13135/2421-2172/4154  

BPS. (2024). Statistik telekomunikasi Indonesia 2024. Badan Pusat Statistik. 
Chapra, M. U. (2008). The Islamic vision of development in the light of maqasid al-shariah. 

Islamic Research and Training Institute. 
Demirgüç-Kunt, A., Martinez Peria, M. S., & Tressel, T. (2018). The global fintech 

adoption index. World Bank Policy Research Working Paper, No. 8464. 
Global Islamic Fintech Report. (2021). Global Islamic fintech report 2021. DinarStandard 

& Elipses. 
Hassan, M. K., Rabbani, M. R., & Ali, M. A. (2021). Challenges for the Islamic finance 

and banking in post COVID era and the role of FinTech. Journal of Economic 
Cooperation and Development, 42(1), 93–116. 

IFSB. (2021). Islamic fintech and digital financial services. Islamic Financial Services 
Board. 

Masruchin. (2023). Maqasid al-shariah-based evaluation of Islamic fintech 
development. Journal of Islamic Economics and Finance Studies, 4(2), 215–230. 

Mohieldin, M., Iqbal, Z., Rostom, A., & Fu, X. (2012). The role of Islamic finance in 
enhancing financial inclusion in OIC countries. World Bank Policy Research 
Working Paper, No. 5920. 

OJK. (2023). Islamic banking statistics Indonesia 2023. Otoritas Jasa Keuangan. 
OJK. (2024). Indonesia Islamic finance development report 2024. Otoritas Jasa Keuangan. 

https://doi.org/10.1108/JIABR-02-2021-0055
https://doi.org/10.4337/9781788978015.00007
https://doi.org/10.21098/jimf.v7i0.1379
https://doi.org/10.1016/j.jbankfin.2012.09.016
https://doi.org/10.13135/2421-2172/4154


 

Digital Transformation And Financial Inclusion In 
Islamic Economics: Ethical Challenges And Policy 

Implication Vol. 1, No. 2, June 2024 

 

 

Jurnal Ekonomi Syari’ah | https://samsonjournal.com/  79 

 

OJK & BPS. (2024). National survey of financial literacy and inclusion (SNLIK) 2024. 
Otoritas Jasa Keuangan & Badan Pusat Statistik. 

Rahayu, R., & Musdholifah. (2022). Determinants of Islamic fintech adoption in 
Indonesia. Journal of Islamic Marketing, 13(3), 658–675. 
https://doi.org/10.1108/JIMA-05-2020-0149  

Supriadi, Y., Nugroho, L., & Badawi, A. (2023). Trust and intention to use Islamic 
fintech services in Indonesia. International Journal of Islamic and Middle Eastern 
Finance and Management, 16(2), 345–361. https://doi.org/10.1108/IMEFM-07-
2021-0315 

World Bank. (2020). Digital financial services. World Bank Group. 
World Bank. (2022). Financial consumer protection and digital inclusion. World Bank 

Group. 
 

 

 

https://samsonjournal.com/
https://doi.org/10.1108/JIMA-05-2020-0149
https://doi.org/10.1108/IMEFM-07-2021-0315
https://doi.org/10.1108/IMEFM-07-2021-0315

