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	ABSTRACT
This study aims to analyse the digital transformation strategies implemented by Islamic banks in responding to challenges whilst capitalising on opportunities in the digital age. The primary focus of this study is the relationship between technological innovation and compliance with Sharia principles, as well as how digitalisation strategies can strengthen the competitiveness of Islamic banking without compromising the integrity of Islamic law. The methodology employed is a descriptive qualitative approach through a literature review, examining various academic references such as national and international journals, regulatory reports (from the OJK and Bank Indonesia), and strategic documents from leading Islamic banks. This secondary data was systematically analysed to identify opportunities, challenges, and actual strategies implemented. The findings indicate that digitalisation presents significant opportunities for expanding Islamic financial inclusion, operational efficiency, and technology-based product innovations such as e-mudharabah, e-wakaf, and mobile zakat. However, the main challenges faced include regulatory frameworks that have yet to adapt, data security risks, disparities in digital infrastructure, and a shortage of human resources with dual expertise (in digital technology and Sharia law). The proposed strategies include strengthening the digital Sharia ecosystem, collaborating with halal fintech firms, adopting innovative technologies such as AI and open banking APIs, and providing staff training based on the integration of technology and fiqh muamalah. Through a holistic approach, digital transformation is expected to consolidate the position of Sharia banking as a pillar of the modern Islamic economy that is inclusive, efficient, and sustainable.





INTRODUCTION
The rapid advancement of digital technology has brought fundamental changes across various sectors, including the financial industry. Digital transformation has become inevitable as internet usage continues to increase, technological devices become more sophisticated, and society increasingly prioritizes financial services that are fast, convenient, and secure (Bella & Himmawan, 2021). These developments not only create greater operational efficiency but also encourage the emergence of new business models that are more adaptive and responsive to evolving market needs. In this context, the banking sector is required to continuously innovate in order to remain relevant and competitive amid the dynamic digital economy.
The Fourth Industrial Revolution, characterized by the integration of advanced technologies such as big data, artificial intelligence (AI), and the Internet of Things (IoT), has placed considerable pressure on the banking sector. Banks are required not only to innovate technologically but also to adapt systematically to the changing business landscape (Setyaningrat et al., 2023). This adaptation encompasses changes in organizational structures, service delivery approaches, and internal regulations that must be agile and future-oriented. In an increasingly competitive and open financial environment, the speed and effectiveness of digital transformation have become critical determinants of institutional sustainability.
As an integral component of Indonesia’s financial system, Islamic banking has also been significantly affected by these developments. While adhering to Sharia principles, Islamic banking institutions are challenged to adopt emerging technologies without violating Islamic legal provisions (Husni Shabri, 2022). This creates a dual challenge: maintaining competitiveness in the digital era while preserving Sharia compliance across all products and services. For example, the implementation of smart contracts or blockchain technology in Islamic financing must continue to ensure the validity of contractual agreements (akad) and uphold transparency in accordance with Sharia principles.
Research by Dwi et al. (2021) indicates that digital transformation in Islamic banking offers substantial opportunities to enhance financial inclusion, expand financial services to unbanked and underbanked communities, and improve operational efficiency. Digital-based services such as mobile banking, digital onboarding, and Sharia-compliant e-wallets provide practical solutions that meet the needs of modern society while remaining consistent with the principles of fiqh muamalah (Islamic commercial jurisprudence). Furthermore, digital technologies facilitate product innovation, including digital zakat, Islamic microfinance, and digital-based productive waqf, thereby broadening the role of Islamic finance in promoting sustainable socio-economic development.
However, this transformation is not without challenges. The primary obstacles include limited technological infrastructure in remote areas, organizational resistance to change, a shortage of digitally skilled human resources, and regulatory frameworks that have not yet fully supported Sharia-based innovation (Jihad et al., 2022). The lack of integration between technological innovation and regulatory reform has resulted in slow strategic responses to digital disruption. Moreover, most Islamic banks remain in the early stages of digitalization, focusing primarily on technical improvements rather than undertaking comprehensive strategic transformation.
In addition, it is essential to ensure that all forms of banking digitalization, including smart contracts, digital wallets, and mobile banking, remain aligned with the principles of Maqashid al-Shariah. Therefore, a prudent approach is required to ensure that technological innovation does not conflict with the fundamental values of Islamic economics (Nurhadi, 2019). Technology should be utilized not only to improve economic efficiency but also to promote justice, transparency, and the welfare of society. In this regard, Maqashid al-Shariah serves as both a moral and legal framework for the development of the digital Islamic financial ecosystem.
Digital transformation in Islamic banking should be viewed as a long-term strategic process. It requires strong managerial commitment, technological readiness, and a well-structured strategy covering every stage, from digital onboarding to AI- and blockchain-based digital services (Hiyanti et al., 2019). Ideally, this transformation should adopt a phased approach that integrates technical, institutional, and spiritual dimensions. Furthermore, an inclusive and realistic digital transformation roadmap is necessary to prevent disparities among service units and across different regions.
The success of digital transformation also depends heavily on collaboration among regulators, academics, and industry practitioners in building a digital-ready, innovative, and socially inclusive Islamic banking ecosystem. Regulatory authorities such as the Financial Services Authority (OJK) and Bank Indonesia (BI) must formulate policies that are responsive to technological advancements, while universities and research institutions should contribute through empirical studies and practical solutions. Such multi-stakeholder collaboration is essential to ensure harmony between technological innovation, regulatory development, and Sharia principles.
Although numerous studies have examined digital transformation in Islamic banking, significant research gaps remain. Dwi et al. (2021) primarily focused on the contribution of digitalization to enhancing Islamic financial inclusion and the development of technology-based financial services within the framework of Maqashid al-Shariah. Meanwhile, Setyaningrat et al. (2023) concentrated on digitalization strategies to improve customer acceptance of Islamic banking services using the Technology Acceptance Model (TAM). However, neither study comprehensively examined the interrelationship between the opportunities presented by digitalization, the challenges of implementation, and the strategic transformation required for Islamic banking institutions within the Indonesian context.
This research gap highlights the need for a comprehensive study that integrates the opportunities, challenges, and strategic dimensions of digital transformation within a unified analytical framework while maintaining compliance with Sharia principles. Accordingly, this study seeks to address the following research questions: (1) What opportunities do Islamic banks encounter in the process of digital transformation in Indonesia? (2) What challenges arise in implementing digital transformation within Islamic banking institutions? and (3) What strategies can Islamic banks adopt to capitalize on these opportunities while overcoming digital transformation challenges without compromising Sharia principles? Therefore, this study aims to comprehensively analyze the opportunities, challenges, and strategic approaches to digital transformation in Islamic banking as a means of strengthening the competitiveness and long-term sustainability of Indonesia’s Islamic banking industry in the digital economy era.
RESEARCH METHOD
This study employs a descriptive qualitative approach using the literature review method. This approach was selected to obtain a comprehensive understanding of digital transformation in Islamic banking, particularly regarding the opportunities, challenges, and strategies adopted in responding to the digital era. A literature review enables researchers to identify, examine, and synthesize findings from previous studies, thereby providing a broader perspective on the development of digitalization within the Islamic banking industry.
       The study relies exclusively on secondary data obtained from national and international scholarly journal articles, conference proceedings, academic books, regulatory reports, and official documents related to the digital transformation of Islamic banking. The literature search was conducted through several academic databases, including Google Scholar, Garuda, Crossref, and other indexed journal portals. The keywords used during the search process included “digital transformation,” “Islamic banking,” “digital banking,” “Islamic banking digitalization,” “Sharia financial technology (FinTech),” and “Islamic financial inclusion.”
       The reviewed literature was limited to publications from 2018 to 2025 to ensure that the references reflected the latest developments in digital technology. During the initial search, approximately 60 relevant publications were identified. A screening process was subsequently conducted based on title relevance, abstract content, alignment with the research objectives, full-text availability, and source credibility. After applying these selection criteria, 19 key references, consisting of journal articles, conference proceedings, and regulatory reports, were retained for analysis.
      The data were analyzed through three stages: data reduction, categorization, and literature synthesis. Each selected source was examined to identify the main themes related to the opportunities presented by the digitalization of Islamic banking, the challenges encountered during digital transformation, and the strategies that can be implemented to enhance the competitiveness of the Islamic banking industry. The findings were then systematically synthesized to produce comprehensive conclusions regarding the current state of digital transformation in Indonesia’s Islamic banking sector and to formulate strategic recommendations that are aligned with both the evolving digital economy and the principles of Sharia.
RESULT AND DISCUSSION	Comment by Ayu Kurnia Fatmawati: Beberapa bagian pembahasan hanya merangkum temuan studi lain tanpa memberikan analisis kritis atau posisi argumentatif dr penulis. 
A. Opportunities for the Digitalization of Islamic Banking
1. Expanding Access to and Inclusion in Islamic Financial Services
The digitalization of Islamic financial services plays a strategic role in expanding public access to Sharia-compliant financial products and services, particularly for unbanked and underserved populations. With Indonesia's increasing internet penetration and widespread ownership of mobile devices, Islamic banks have significant opportunities to overcome the geographical and social barriers that have traditionally limited financial access. Technology-based services such as Islamic mobile banking, digital onboarding (online account opening), and Sharia-compliant QRIS payment systems have become essential instruments for delivering financial services that are inclusive, efficient, and accessible, even in rural and remote island communities (Zulkipli et al., 2025).
This digital transformation extends beyond increasing the number of service users; it also seeks to empower the Muslim community economically. Innovations such as digital account opening based on wadi'ah or mudharabah contracts, digital access to microfinancing through murabahah and ijarah contracts, and the digitalization of zakat, infaq, and sadaqah (ZIS) demonstrate how digital technologies can effectively connect the financial needs of low-income communities with a formal, transparent, and accountable Islamic financial system. Consequently, digitalization has the potential to foster an Islamic financial ecosystem that not only enhances financial inclusion but also promotes economic development grounded in the principles of justice and sustainability.
These findings are supported by the study of Setyaningrat et al. (2023), which demonstrates that digital strategies developed in accordance with the Technology Acceptance Model (TAM) significantly increase young people's participation in Islamic financial services by improving perceived ease of use, perceived usefulness, and trust in Sharia principles. Similarly, Fitri et al. (2023) argue that digitalization enables Islamic banks to expand their service coverage without the need to establish additional physical infrastructure, thereby improving both operational efficiency and financial inclusion. Accordingly, digital transformation should be viewed not merely as a process of technological modernization but also as a strategic instrument for advancing the principles of Islamic economics in response to the evolving needs of contemporary society.
These findings indicate that digitalization plays a crucial role in expanding the reach of Islamic banking services beyond geographical limitations. This presents a strategic opportunity for Indonesia's Islamic banking industry to enhance financial inclusion while strengthening its contribution to ensuring equitable access to Sharia-compliant financial services across the country.
2. Operational Efficiency and Service Excellence
Digital transformation in Islamic banking not only expands public access to financial services but also significantly improves the efficiency of internal operational processes. The strategic adoption of information technology—including integrated core banking systems, electronic signatures (e-signatures), automated financing processes, as well as big data and predictive analytics—has transformed conventional banking operations into processes that are faster, more accurate, and more cost-effective. These efficiencies enable Islamic banks to serve a larger customer base with a leaner workforce while simultaneously enhancing service quality and data accuracy. In an increasingly competitive banking industry, operational efficiency has become a fundamental pillar for maintaining the sustainability and competitiveness of Islamic banking institutions in the digital era.
A practical example of this transformation can be observed in the digital service innovations introduced by Bank Syariah Indonesia (BSI). Through the development of the BSI Mobile application, customers are now able to open accounts, access Sharia-compliant financing, pay zakat, infaq, and sadaqah, and conduct daily financial transactions entirely online without visiting a branch office. This innovation not only enhances customer convenience and overall user experience but also substantially reduces the bank's operational costs, particularly in areas such as logistics, physical document management, and face-to-face service delivery. Research by Bella and Himmawan (2021) found that implementing digital services in Islamic commercial banks reduced operational expenses by 18% while accelerating transaction processing times by 35%. Furthermore, the introduction of user-friendly features such as peek balance and automatic zakat debit, as reported by Rista (2022), has contributed to increased customer engagement while improving the efficiency of daily transaction management. Therefore, digitalization should be regarded not merely as an operational support tool but as a strategic instrument for delivering superior, efficient, and Sharia-compliant financial services.
3. Technology-Driven Innovation in Islamic Financial Products
In addition to improving service efficiency, digital transformation has also stimulated the development of innovative Islamic financial products that are adaptive and responsive to the needs of modern society. Various Sharia-compliant financial products can now be developed and delivered through digital platforms, enabling the integration of Islamic financial principles, technological convenience, and the social values of worship within a single ecosystem. Products such as e-mudharabah (digital profit-sharing financing), e-waqf (online cash waqf), mobile zakat (zakat payment via mobile applications), and Sharia-compliant crowdfunding platforms have created new opportunities for managing community funds in a manner that is more transparent, accountable, and accessible to all segments of society.
These innovations are further strengthened by the adoption of blockchain technology and smart contracts within the Islamic digital financial system, ensuring that Sharia contracts (akad) are executed automatically, securely, and without the risk of manipulation. For example, digital cash waqf platforms enable individuals to contribute waqf funds in small amounts in real time while providing transparent reporting that allows donors to monitor fund allocation directly. Likewise, crowdfunding platforms based on musyarakah and mudharabah contracts have emerged as alternative financing channels for halal micro-enterprises that have traditionally faced difficulties in accessing conventional bank financing. Dwi et al. (2021) explain that digital innovation in Islamic financial products makes a significant contribution to achieving the objectives of Maqashid al-Shariah, particularly in protecting wealth (hifz al-mal) and enhancing social welfare. This finding is consistent with Jihad et al. (2022), who demonstrate that the use of Sharia-compliant digital platforms for microfinance has increased community participation in productive and halal economic activities. Therefore, digital innovation in Islamic financial products not only expands their economic function but also strengthens the spiritual and social dimensions of Islamic finance in an integrated manner.
B. Challenges of Digital Transformation in Islamic Banking
1. Regulatory Framework and Sharia Compliance
Digital transformation in Islamic banking requires not only technological readiness but also a regulatory framework that is sufficiently flexible to keep pace with rapid technological innovation. A major challenge arises because existing banking regulations and Sharia rulings (fatwas) have not yet fully adapted to emerging technologies such as blockchain, smart contracts, and Sharia-compliant e-wallets. This regulatory gap slows the adoption of innovation and creates legal uncertainty. The imbalance between rapid technological advancement and the relatively conservative pace of Islamic legal interpretation (ijtihad) has become a significant obstacle to the development of a competitive Islamic digital financial ecosystem.
Research by Firdaus et al. (2021) suggests that the stagnation of Sharia rulings and the inadequacy of the legal framework in responding to digital innovation have made Islamic banks more cautious in adopting new technologies. The authors emphasize the need for a regulatory sandbox specifically designed for the Islamic financial sector, providing a controlled environment for testing innovative financial solutions while ensuring compliance with Sharia principles. Such a sandbox would facilitate controlled experimentation, minimizing the risk of violating Sharia principles while simultaneously accelerating technological innovation.
These findings are consistent with Baidhowi (2018), who highlights the delayed harmonization between Sharia principles and the regulatory frameworks established by Indonesia's Financial Services Authority (OJK) and Bank Indonesia (BI) for digital banking products. The study argues that Sharia rulings should not rely solely on classical Islamic jurisprudence but should also consider the realities of contemporary technological developments to remain practical and avoid unnecessarily restricting innovation. In this regard, maqashid-based ijtihad—an approach grounded in the objectives of Islamic law (Maqashid al-Shariah)—offers a viable solution for bridging the gap between the rigidity of classical jurisprudence and the demands of modern digitalization. Harmonization among the fatwas issued by the National Sharia Council of the Indonesian Ulema Council (DSN-MUI), financial regulations, and developments within the Islamic financial technology industry is therefore essential to ensuring both the sustainability and integrity of the digital Islamic financial system.
These findings indicate that the primary challenge facing the digital transformation of Islamic banking lies not only in technological advancement but also in the ability of regulatory frameworks and Sharia legal instruments to adapt swiftly to emerging digital innovations. Therefore, more adaptive regulations grounded in the principles of Maqashid al-Shariah are required to support innovation while preserving compliance with the fundamental principles of Islamic finance.
2. Data Security and Cyber Risks
The implementation of digital transformation in Islamic banking inevitably increases vulnerability to data security threats and cyberattacks. Network-based services such as Islamic mobile banking and internet banking expose institutions to significant risks of personal data breaches and digital fraud. These risks are exacerbated by the limited adoption of multi-layered security systems and the relatively low level of cybersecurity literacy among users of Islamic financial services. Furthermore, the reliance on third-party technologies, including cloud infrastructure and banking APIs, expands the attack surface and requires comprehensive cyber risk management.
This argument is supported by the study of Cahyono et al. (2024), which highlights that Islamic banks in Indonesia face significant challenges in building customer trust regarding digital data security. Their findings indicate that many Islamic financial institutions have not yet fully implemented the Information Security Management System (ISMS) based on the ISO 27001 standard. Consequently, they remain inadequately prepared to respond to cyber threats such as phishing, malware, and cloud-based data breaches. The situation is further aggravated by suboptimal internal security audits and incident reporting systems that remain reactive rather than preventive.
Similarly, Nurhaliza et al. (2025) emphasize that customers' trust in Islamic banking is strongly associated with their perception of the integrity of digital systems and the confidentiality of personal data. From an Islamic perspective, data security violations may be regarded as breaches of the principles of amanah (trustworthiness) and maslahah (public benefit), which constitute fundamental values in Islamic financial transactions. Therefore, the ethical and spiritual responsibility of Islamic financial institutions in protecting customer data extends beyond technical compliance and encompasses moral obligations within digital muamalah practices. Accordingly, stronger regulations grounded in maqashid al-shariah, large-scale digital literacy initiatives, and closer collaboration among regulators, academics, and industry practitioners are essential to establish a resilient Islamic banking ecosystem capable of addressing cyber threats.
These findings indicate that data security is a critical determinant of customer trust in Islamic digital banking services. Therefore, strengthening cybersecurity infrastructure and enhancing data protection mechanisms should become strategic priorities to ensure that digital transformation can be implemented sustainably and in accordance with Islamic principles.
3. Infrastructure and Human Resource Readiness
The equitable distribution of digital Islamic financial services across Indonesia continues to be constrained by disparities in infrastructure, particularly in the 3T regions (frontier, remote, and disadvantaged areas). Limited access to reliable internet connectivity and digital devices prevents communities in these regions from fully benefiting from innovations in Islamic digital finance. This situation not only widens the digital divide but also increases the risk of financial exclusion among communities that are most in need of inclusive financial services based on the Islamic principles of justice and equity.
On the other hand, the availability of human resources possessing dual competencies—namely expertise in digital technology and a solid understanding of fiqh muamalah principles—remains highly limited. This shortage hampers the acceleration of digital transformation that is fully aligned with Islamic values. The scarcity of digital sharia talents also forces Islamic banks to rely heavily on third-party providers for application development and information systems, potentially compromising Sharia compliance in the technical and operational aspects of digital financial products.
This issue is supported by the findings of Muhammad and Lanaula (2019), who reported that the majority of employees in Islamic banks have not received integrated training in both financial technology and Sharia compliance. They emphasize the importance of capacity building through collaborative initiatives involving regulators, universities, and industry practitioners. Such initiatives may include Islamic digital certification programs, the development of online learning platforms, and coaching clinics for young professionals interested in Islamic financial technology.
Similarly, Mohd Akram Laldin and Fares Djafri (2019) argue that the success of digital transformation in the Islamic financial sector largely depends on the availability of digital sharia talents, which remain scarce. As a long-term solution, they propose integrating Islamic digital finance curricula into higher education and expanding applied training programs within the industry. Universities should develop interdisciplinary programs that combine Islamic studies, information technology, and digital finance into a comprehensive curriculum. At the same time, Islamic banks should incorporate digital innovation into their Key Performance Indicators (KPIs) for human resource development, ensuring that digital transformation becomes not merely a technical initiative but also a strategic organizational priority.
C. Islamic Banking Strategies in Responding to the Digital Era
1. Adoption of Innovative Technologies
 Islamic banks are increasingly aggressive in adopting emerging technologies such as digital core banking, Open Banking APIs, and strategic collaborations with Islamic fintech companies and startups. This strategy is not only aimed at improving internal operational efficiency but also at developing financial services that are more flexible, faster, and more accessible to the increasingly tech-savvy digital generation. In addition, the adoption of cloud computing and artificial intelligence (AI) for business process automation has begun to enhance service quality while strengthening data security.
One notable initiative is the development of the Open Banking API by Bank Syariah Indonesia (BSI), which enables the integration of Islamic banking services with third-party applications, including halal e-commerce platforms and online zakat services. This collaboration creates an open ecosystem that expands public access to Sharia-compliant financial services while promoting broader and more equitable digital financial inclusion across Indonesia.
The study by Fajria (2019) demonstrates that collaboration between Islamic banks and fintech firms accelerates financial product innovation by approximately 35% compared with relying solely on internal innovation. The study also highlights that the adoption of Open APIs enables Islamic financial services to reach unbanked communities through community-based applications, such as Islamic boarding school cooperatives (pesantren cooperatives) and Sharia-compliant peer-to-peer lending platforms. Furthermore, this approach has the potential to strengthen an integrated halal digital ecosystem, connecting sectors such as commerce, education, and social services through a unified digital platform that complies with Sharia principles.
The adoption of these innovative technologies enables Islamic banks not only to improve operational efficiency but also to strengthen their position as key drivers of an inclusive, adaptive, and Sharia-compliant digital Islamic financial ecosystem, while responding effectively to the evolving needs of an increasingly dynamic and digitally literate society.
2. Strengthening the Digital Islamic Ecosystem
Strengthening the digital ecosystem in Islamic banking extends beyond the development of financial services to encompass comprehensive integration with other halal sectors, including trade, logistics, and the Islamic lifestyle industry. Islamic banks serve as catalysts in building a digital halal ecosystem that facilitates end-to-end transactions based on Sharia principles. This integration is essential for enhancing public trust and expanding market reach, not only domestically but also internationally, given the continuously growing global demand for halal products and services.
One practical example is the integration of Islamic financial services with digital platforms such as Halal Marketplaces and the Halal Product Information System (SIPH), enabling consumers to conduct transactions without concerns about violating Sharia principles. In addition, Islamic banks have intensified Islamic digital financial literacy programs through mobile applications and social media platforms, utilizing interactive and community-based educational approaches to make Sharia financial concepts more accessible to younger generations and the broader public.
The study by Syaiful Suib and Amelia (2024) emphasizes that strengthening Sharia-based digital literacy significantly enhances public awareness of and trust in Islamic banking products. Their findings indicate that regions with higher levels of digital and Islamic financial literacy exhibit twice the adoption rate of Islamic mobile banking services compared with regions characterized by lower literacy levels. These results highlight the critical role of digital trust and financial literacy as fundamental pillars for the successful digital transformation of Islamic financial services.
By integrating technological innovation with Islamic values, Islamic banks are able to develop an ecosystem that is not only digitally advanced but also ethically aligned with Sharia principles, thereby delivering financial services that are socially responsible, economically sustainable, and compliant with Islamic teachings.
These findings suggest that the success of digital transformation depends not only on technological innovation but also on the level of public literacy and trust in Islamic financial services. Therefore, strengthening the digital Islamic ecosystem requires an integrated approach involving close collaboration among Islamic banks, regulators, and the wider community.
3. Human Resource Development and Digital Culture
Digital transformation in Islamic banking cannot be effectively implemented without competent human resources and an organizational culture that supports innovation. Therefore, the simultaneous development of digital competencies and Sharia knowledge has become a central strategy for strengthening organizational capabilities. Employees who possess these dual competencies play a crucial role in ensuring that technological innovations remain aligned with Islamic principles while maintaining customer trust and confidence.
Islamic banks have begun introducing integrated training initiatives such as the Sharia Digital Banker Program, which combines modules on digital literacy, basic programming for financial services, and contemporary fiqh muamalah studies. In addition, digital workplace practices—including agile methodologies, data-driven decision-making, and a continuous learning culture—are increasingly being adopted within Islamic banking institutions to enhance organizational responsiveness and adaptability in the rapidly evolving fintech landscape.
The study by Mujahidin and Majid (2022) demonstrates that training programs integrating technological expertise with Sharia knowledge have a positive impact on both employee productivity and customer satisfaction. Employees equipped with competencies in these two domains exhibit greater confidence in responding to digital transformation while maintaining Sharia compliance in their daily operations. Furthermore, hybrid training models, which combine online and face-to-face learning, have proven effective in reaching employees across different regions.
These findings reinforce the importance of cultivating a digital organizational culture that remains firmly grounded in Islamic values such as amanah (trustworthiness), ihsan (excellence), and maslahah (public benefit), ensuring that technological transformation does not compromise the distinctive identity of Islamic banking. Moreover, human resource development should be supported by internal policies that encourage innovation, strengthen data protection, and uphold Islamic work ethics, thereby fostering a productive, ethical, and sustainable organizational ecosystem. 
CONCLUSION	Comment by Ayu Kurnia Fatmawati: Lengkapi dg kontribusi, keterbatasan penelitian an rekomendasi untuk penelitian selanjutnya.
Digital transformation in Islamic banking presents both significant opportunities and complex challenges. On the one hand, digitalization has expanded access to and inclusion in Islamic financial services, improved operational efficiency, and stimulated the development of technology-based financial products such as e-mudharabah, e-waqf, and Sharia-compliant crowdfunding. These opportunities are further supported by the increasing penetration of the internet and the adoption of advanced technologies, including blockchain and smart contracts, which enhance transparency while ensuring compliance with Sharia principles.
         On the other hand, major challenges remain, including regulatory frameworks that have not yet fully adapted to digital innovation, growing cybersecurity and data protection risks, infrastructure disparities in remote areas, and the limited availability of human resources with expertise in both digital technology and Islamic finance. Addressing these challenges requires comprehensive strategies, including the adoption of innovative technologies such as Open Banking APIs and artificial intelligence (AI), the strengthening of the digital Islamic financial ecosystem, and the development of human resources through integrated training programs. Furthermore, close collaboration among regulators, academic institutions, and industry practitioners is essential to ensure the harmonization of technological innovation, regulatory development, and Sharia values.
         This study contributes by providing a comprehensive overview of the opportunities, challenges, and strategic approaches to digital transformation in Indonesia's Islamic banking industry based on relevant scientific literature. Nevertheless, the study is limited by its reliance on a literature review approach and is therefore not supported by empirical data collected directly from practitioners within the Islamic banking sector. Future research is recommended to employ empirical methods, such as surveys, interviews, or case studies involving specific Islamic banks, in order to gain deeper insights into the implementation of digital transformation and the factors influencing its successful adoption.
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