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Abstract 

Digital transformation has significantly reshaped the Islamic economic landscape 

through financial technology (fintech), providing faster, more efficient, and inclusive 

financial services. As the country with the world’s largest Muslim population, Indonesia 

holds substantial potential to leverage Islamic fintech to drive Islamic economic 

development. This includes expanding financial access, enhancing financing for micro, 

small, and medium enterprises (MSMEs), promoting Sharia-compliant investments, and 

optimizing digital zakat and waqf management. Despite this potential, Islamic fintech 

development faces several challenges, such as low levels of Islamic financial and digital 

literacy, limited human resource capacity, cybersecurity risks, capital constraints, and 

the need for regulatory harmonization. This study aims to analyze the transformation of 

the Islamic economy in the digital era, identify opportunities presented by Islamic 

fintech, examine its challenges, and formulate strategies for sustainable development. 

Using a descriptive qualitative approach through literature review, content analysis, 

and SWOT analysis of scientific publications and policy documents, the study identifies 

six major opportunities: expanding Islamic financial inclusion, strengthening MSME 

financing, integrating the halal ecosystem, promoting digital Islamic social finance, 

improving transaction efficiency, and expanding Sharia investment. The SWOT analysis 

highlights four key internal strengths and four major external opportunities, while 

underscoring critical challenges including low literacy, limited human capital, 

cybersecurity risks, regulatory fragmentation, and competition from conventional 

fintech. This study proposes an integrated strategic framework connecting digital 

transformation, Islamic fintech, and public policy. Strengthening regulatory 

harmonization, digital literacy, human capital development, cybersecurity measures, 

and halal ecosystem integration is essential to enhance the long-term competitiveness 

and sustainability of Islamic fintech in Indonesia. 
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1. Introduction  

Digital transformation has fundamentally reshaped the global economy, including 

the Islamic financial sector. Advances in information technology, the internet, artificial 

intelligence (AI), big data, blockchain, and digital platforms have accelerated the 

development of financial services that are faster, more affordable, inclusive, and 

efficient (Mhlanga, 2024; Paramesha et al., 2024). These technological advances have 

given rise to Financial Technology (fintech) as one of the primary drivers of the global 

digital economy. At the same time, growing awareness among Muslim communities 

regarding the need for financial services that comply with Sharia principles has fueled 

the rapid expansion of Islamic fintech as an integral component of the global Islamic 

economic transformation (DinarStandard, 2025; OJK, 2025). 

Indonesia occupies a strategic position in the development of the digital Islamic 

econom (Afif et al., 2023; Wahyudi et al., 2026). As the country with the world's largest 

Muslim population, Indonesia possesses enormous market potential for technology-

based Islamic financial services. Through various digital transformation policies and 

initiatives to strengthen the Islamic economy, the Government of Indonesia continues to 

promote the integration of digital technology with the halal ecosystem, encompassing 

Islamic banking, Islamic capital markets, zakat, waqf, and Islamic fintech. Islamic 

fintech is widely regarded as an effective solution for addressing long-standing 

challenges in financial inclusion, particularly among micro, small, and medium 

enterprises (MSMEs) and underserved or unbanked communities that have limited 

access to formal financial institutions (Keuangan, 2025; KNEKS, 2024) 

Globally, the Islamic fintech industry has demonstrated remarkable growth. 

According to the Global Islamic Fintech Report 2024/2025, the global Islamic fintech 

market was valued at approximately USD 161 billion in 2024 and is projected to 

continue expanding in the coming years. The latest report estimates that the market 

reached approximately USD 198 billion during the 2024–2025 period and is expected to 

grow to around USD 341 billion by 2029, representing a compound annual growth rate 

(CAGR) of approximately 11.5%. Furthermore, approximately 484 Islamic fintech 

companies are currently operating across 41 countries, with the highest concentrations 

found in Saudi Arabia, Malaysia, Indonesia, the United Arab Emirates, and Pakistan. 

These developments indicate that Islamic fintech has evolved beyond a technological 

innovation into a critical pillar of the global Islamic economic ecosystem. 

To illustrate the rapid expansion of the global Islamic fintech industry, the 

following section presents the trend in the global Islamic fintech market value. 
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Figure 1. Global Islamic Fintech Market Development and Projections Through 2029 

Source: (DinarStandard, 2025) 

 

In Indonesia, the fintech industry has also experienced remarkable growth. Data 

from the Financial Services Authority (Otoritas Jasa Keuangan/OJK) indicate that the 

outstanding financing of the national peer-to-peer (P2P) lending industry continued to 

increase, exceeding IDR 77 trillion in 2024, with an annual growth rate of 

approximately 27 percent. This substantial increase reflects the growing public 

acceptance of digital financial services as an alternative to conventional financing 

mechanisms. 

Despite this encouraging growth, Islamic fintech continues to face several 

significant challenges. Its market share remains relatively small compared to 

conventional fintech services. In addition, the level of Islamic financial literacy among 

the Indonesian population remains relatively low. Other key challenges include limited 

access to business capital, shortages of human resources with expertise in both digital 

technology and Islamic finance, weak interoperability among digital financial systems, 

increasing cybersecurity risks, and the need for greater regulatory harmonization 

between financial authorities and Sharia supervisory institutions (Ascarya, 2023; 

Keuangan, 2025)  

From an academic perspective, research on Islamic fintech has expanded 

considerably over the past decade. Most previous studies have focused on technology 

adoption, user behavior, Islamic fintech business models, or Sharia compliance in 

digital financial transactions. Other studies have examined the relationship between 

Islamic fintech, financial inclusion, MSME development, and Islamic economic growth. 

However, the majority of these studies have treated Islamic fintech as an independent 

phenomenon rather than examining it as a strategic instrument for the broader 

transformation of the Islamic economy within the digital era. Furthermore, research 

integrating the perspectives of Islamic economics, digital transformation, and public 

policy remains relatively limited. 

This research gap has become increasingly important because the current 

transformation of the Islamic economy extends far beyond the financial sector. It 
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encompasses the integration of multiple sectors, including the halal industry, e-

commerce, digital zakat, productive digital waqf, Sharia crowdfunding, and the 

development of platform-based halal ecosystems. Consequently, a more comprehensive 

analytical approach is required to understand how Islamic fintech functions as a catalyst 

for the transformation of the Islamic economy while simultaneously identifying the 

challenges that may hinder its future development. 

The urgency of this study is further reinforced by Indonesia's national 

development agenda. The Government of Indonesia recognizes the Islamic economy as 

one of the country's new engines of economic growth in support of the Indonesia Emas 

(Golden Indonesia) 2045 Vision. Strengthening the Islamic economy also constitutes an 

essential strategy for enhancing financial inclusion, reducing poverty, empowering 

micro, small, and medium enterprises (MSMEs), and creating employment 

opportunities. Within this context, Islamic fintech possesses substantial potential to 

expand access to financing, improve the efficiency of economic transactions, strengthen 

the mobilization of Islamic social funds, and accelerate the integration of Indonesia's 

digital economy. 

This study is based on the assumption that digital transformation serves as the 

primary driving force behind the development of Islamic fintech. In turn, Islamic fintech 

functions as an instrument for enhancing Islamic financial inclusion, strengthening the 

halal economic ecosystem, and supporting the achievement of the Sustainable 

Development Goals (SDGs). Nevertheless, the effectiveness of these roles is influenced 

by several critical factors, including regulatory quality, digital literacy, technological 

infrastructure readiness, and institutional capacity to support the development of the 

digital Islamic economy. Therefore, a deeper understanding of both the opportunities 

and challenges associated with Islamic fintech is essential for formulating more 

effective and adaptive public policies in response to rapid technological advancements. 

Based on the foregoing discussion, this study aims to: (1) analyze the transformation of 

the Islamic economy in the digital era; (2) identify the opportunities offered by fintech 

in supporting the development of the Islamic economy; (3) examine the various 

challenges faced by Islamic fintech during the digital economic transformation process; 

and (4) formulate strategic recommendations for strengthening Islamic fintech to 

promote an inclusive, sustainable, and competitive Islamic economic system. 

From a theoretical perspective, this study is expected to enrich the body of 

knowledge in Islamic economics by integrating the perspectives of digital 

transformation, financial innovation, and maqashid al-shariah within a comprehensive 

analytical framework. It is also expected to contribute to the development of theoretical 

understanding regarding the relationship between economic digitalization and Islamic 

economic development in emerging economies. 

From a practical perspective, the findings of this study are expected to provide 

valuable insights for policymakers, regulators, Islamic fintech providers, Islamic 

financial institutions, academics, and business practitioners in formulating strategies to 

strengthen the Islamic fintech ecosystem. The results may serve as policy 

recommendations for improving regulatory frameworks, enhancing digital and Islamic 

financial literacy, strengthening financial technology governance, and promoting 

innovative Islamic financial services that contribute to the development of a fair, 

inclusive, and sustainable economic system. 
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Recent studies have consistently demonstrated that Islamic fintech contributes to 

financial inclusion, MSME financing, digital payment systems, and the development of 

Islamic social finance. However, the existing literature remains fragmented. Most 

previous studies have examined Islamic fintech from a single perspective, such as 

technology adoption, user acceptance, Sharia compliance, or business models, with 

limited attention to its broader role as a strategic driver of Islamic economic 

transformation. Furthermore, only a few studies have integrated digital transformation 

theory, Islamic economic principles, and public policy perspectives into a 

comprehensive analytical framework. Existing research has also paid limited attention 

to the strategic interactions among Islamic fintech, the halal ecosystem, Islamic social 

finance, and national digital development policies, particularly in the Indonesian 

context. 

This study addresses these limitations by proposing a comprehensive analytical 

framework that integrates digital transformation, Islamic fintech, and Islamic economic 

development through content analysis and SWOT analysis. Unlike previous studies that 

primarily focus on technology adoption or financial performance, this research 

emphasizes the strategic role of Islamic fintech in strengthening financial inclusion, 

integrating the halal ecosystem, supporting Islamic social finance, and informing public 

policy for sustainable Islamic economic development in Indonesia. This study 

contributes to the literature by offering a policy-oriented framework that links digital 

transformation with Islamic economic development and provides strategic 

recommendations for governments, regulators, and Islamic financial institutions. 

 

2. Literature Review  

2.1. Islamic Economy and Digital Transformation 

The Islamic economy is an economic system founded upon Islamic principles that 

aims to achieve maslahah (public welfare), justice ('adl), balance (tawazun), and 

sustainable societal prosperity. Unlike the conventional economic system, which 

primarily focuses on profit maximization, the Islamic economy integrates ethical values, 

social responsibility, and sustainability as fundamental components of economic 

activities. From an Islamic perspective, economic activities are not merely instruments 

for satisfying material needs but also serve as a means of achieving the objectives of 

maqashid al-shariah, namely the protection of religion (din), life (nafs), intellect ('aql), 

lineage (nasl), and wealth (mal) (Chapra, 2000; Dusuki & Abdullah, 2007; Syahriani et 

al., 2023). 

The rapid advancement of digital technology has fundamentally transformed the 

way individuals and businesses conduct economic activities, including within the 

Islamic financial sector. Digitalization enables financial transactions to be executed 

more quickly, transparently, and efficiently while significantly improving service 

accessibility. Moreover, digital transformation has expanded financial inclusion by 

providing access to formal financial services for previously underserved and unbanked 

populations. Within the context of the Islamic economy, digital technology serves as a 

strategic instrument for strengthening Islamic financial inclusion, enhancing the 

efficiency of managing Islamic social funds, and broadening public access to Sharia-

compliant financial products and services (Umar & Mirakhor, 2023; Yarovaya et al., 

2021) 
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2.2. Financial Technology (Fintech) 

Financial Technology (fintech) refers to innovation in the financial services 

industry that leverages digital technology to enhance the quality, speed, accessibility, 

and efficiency of financial services. According to the Financial Stability Board (FSB), 

fintech is technology-enabled financial innovation that has the potential to generate new 

business models, applications, processes, or products with a significant impact on 

financial markets, institutions, and the provision of financial services. The emergence of 

fintech has disrupted a wide range of traditional financial services, including payment 

systems, financing, investment, wealth management, and asset management (Arner et 

al., 2016). 

From the perspective of Financial Innovation Theory, the evolution of fintech 

represents a market-driven response to rapid technological advancements and the 

growing demand for greater efficiency within the financial system (Merton, 1992). 

Meanwhile, Diffusion of Innovation Theory explains that the successful adoption of 

technological innovations depends largely on users' perceptions of relative advantage, 

ease of use, compatibility with existing practices, and the level of trust in the innovation 

itself (Rogers, 2003). These theoretical perspectives provide a valuable framework for 

understanding the rapid expansion of fintech services, including the growing adoption 

of Islamic fintech across both developed and emerging economies. 

 

2.3. Islamic Fintech  

Islamic fintech represents the evolution of digital financial services that operate in 

accordance with Sharia principles. All business activities and financial transactions 

must be free from riba (interest), gharar (excessive uncertainty), maisir (gambling or 

speculation), and other practices that contradict Islamic ethical values. To ensure Sharia 

compliance, Islamic fintech platforms commonly employ Sharia-based contracts (akad), 

including murabahah (cost-plus financing), mudharabah (profit-sharing partnership), 

musyarakah (joint venture partnership), ijarah (leasing), wakalah (agency), and qardh 

(benevolent loan) in conducting their business operations (Shaikh et al., 2020) 

The development of Islamic fintech has not only provided an alternative source of 

Sharia-compliant financial services but has also demonstrated significant potential to 

enhance financial inclusion among Muslim communities. Nurfadilah and Hidayat 

(2023) found that Islamic fintech has expanded access to financing for micro, small, and 

medium enterprises (MSMEs) as well as underserved populations that previously had 

limited access to formal financial institutions (Nurfadilah & Hidayat, 2023). 

Furthermore, Islamic fintech has contributed to the development of Islamic social 

finance instruments, including digital zakat, digital waqf, Sharia crowdfunding, and 

other Islamic social finance platforms, thereby supporting more inclusive, equitable, and 

sustainable economic development. 

 

2.4. Technology Acceptance Model (TAM) 

One of the most widely adopted theoretical frameworks for explaining technology 

adoption is the Technology Acceptance Model (TAM). According to Davis (1989), 

users' acceptance of a new technology is primarily determined by two key constructs: 

perceived usefulness and perceived ease of use. Perceived usefulness refers to the extent 
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to which individuals believe that using a particular technology will enhance their 

performance or productivity, while perceived ease of use reflects the degree to which 

the technology is perceived as effortless to learn and operate (Davis, 1989). Within the 

context of Islamic fintech, users are more likely to adopt digital financial services when 

they perceive them as beneficial, user-friendly, and capable of improving the efficiency 

of their daily financial activities. 

Numerous empirical studies have further demonstrated that technology adoption 

in Islamic fintech extends beyond the traditional TAM variables. Factors such as trust, 

data security, Sharia compliance, and digital service quality significantly influence 

individuals' willingness to use Islamic fintech services (Khan & Bhatti, 2022; Sulaiman 

& Rahman, 2024). Trust is particularly critical because users expect Islamic fintech 

providers not only to offer reliable and secure digital platforms but also to ensure that 

all financial transactions fully comply with Islamic legal and ethical principles. 

Consequently, strengthening governance frameworks, enhancing consumer protection 

mechanisms, improving cybersecurity resilience, and fostering continuous technological 

innovation have become essential prerequisites for accelerating the digital 

transformation of the Islamic economy and ensuring the sustainable growth of the 

Islamic fintech ecosystem. 

 

2.5. Research Gap and Theoretical Synthesis 

Recent studies consistently demonstrate that Islamic fintech contributes to 

financial inclusion, MSME financing, Islamic social finance, and digital financial 

innovation. Nevertheless, the existing literature remains fragmented. Most studies 

examine Islamic fintech from a single perspective, such as technology adoption using 

the Technology Acceptance Model (TAM), business model innovation, Sharia 

compliance, or financial inclusion. Consequently, limited attention has been given to 

understanding Islamic fintech as a strategic driver of broader Islamic economic 

transformation. 

Another limitation concerns the inconsistent findings regarding the determinants 

of Islamic fintech development. While several studies identify digital literacy and 

technological readiness as the primary drivers, others emphasize regulatory quality, 

institutional governance, consumer trust, or Sharia compliance. These differing 

conclusions indicate the absence of a comprehensive analytical framework capable of 

integrating technological, institutional, and policy dimensions. 

Furthermore, previous studies rarely combine digital transformation theory, Islamic 

economic principles, Financial Innovation Theory, Diffusion of Innovation Theory, and 

Technology Acceptance Model within a single analytical framework. Such 

fragmentation limits the ability to explain how Islamic fintech simultaneously supports 

financial inclusion, halal ecosystem development, Islamic social finance, and 

sustainable economic growth. 

To address these limitations, this study integrates these complementary theoretical 

perspectives with content analysis and SWOT analysis to develop a comprehensive 

policy-oriented framework for understanding the role of Islamic fintech in Indonesia's 

digital Islamic economic transformation. This integrated approach represents the 

primary theoretical contribution of the present study. 
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Based on the theoretical synthesis presented above, this study analyzes Islamic fintech 

not merely as a financial innovation but as a strategic catalyst for digital Islamic 

economic transformation. The integrated theoretical framework provides the foundation 

for achieving the research objectives, namely analyzing digital transformation, 

identifying strategic opportunities and challenges, and formulating policy 

recommendations for strengthening the Islamic fintech ecosystem in Indonesia. 
 

3. Research Methods 
This study employs a descriptive qualitative research design using a literature 

review approach to analyze the transformation of the Islamic economy in the digital era, 

identify the opportunities offered by Islamic Financial Technology (Islamic fintech), 

examine the challenges encountered in its development, and formulate strategic 

recommendations for strengthening Islamic fintech to support inclusive and sustainable 

economic development. A qualitative approach was selected because the objective of 

this study is not to test causal relationships but to develop an in-depth and 

comprehensive understanding of the strategic role of Islamic fintech within the broader 

transformation of the Islamic economy. Such a complex socio-economic phenomenon, 

which involves technological innovation, public policy, institutional development, and 

Islamic economic principles, cannot be adequately explained through quantitative 

methods alone (Creswell & Creswell, 2018). Furthermore, the integration of content 

analysis and SWOT analysis enables the study to systematically synthesize existing 

evidence while generating policy-oriented strategic recommendations. 

This research adopts an interpretivist paradigm, which views social reality as a 

construct shaped by the interaction among technological advancement, public policy, 

Islamic financial institutions, and societal behavior. This paradigm facilitates a deeper 

interpretation of the meanings and implications of digital transformation within the 

Islamic economic system rather than merely describing observable phenomena (Crotty, 

1998). Accordingly, the study seeks not only to explain the evolution of Islamic fintech 

but also to interpret its strategic contribution to the development of an inclusive and 

sustainable Islamic economy. 

The study relies exclusively on secondary data obtained from a wide range of 

credible academic and institutional sources. These include peer-reviewed journal 

articles, conference proceedings, scholarly books, official government reports, 

publications from international organizations, and policy documents. The principal 

institutional sources comprise publications issued by the Financial Services Authority 

(OJK), Bank Indonesia, the National Committee for Islamic Economy and Finance 

(KNEKS), the Islamic Financial Services Board (IFSB), the Islamic Development Bank 

(IsDB), the World Bank, and the Global Islamic Fintech Report. To strengthen both the 

theoretical foundation and empirical evidence, additional scholarly articles indexed in 

Scopus, Web of Science, and Google Scholar were also included in the review. 

Data collection was conducted through documentary analysis and a systematic literature 

review following the principles of the Preferred Reporting Items for Systematic 

Reviews and Meta-Analyses (PRISMA 2020) (Page et al., 2021). The literature 

selection consisted of four sequential stages: identification, screening, eligibility, and 

inclusion. During the identification stage, publications were retrieved from Scopus, 

Web of Science, Google Scholar, and official institutional databases using keywords 
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including Islamic fintech, digital transformation, Islamic economy, financial inclusion, 

halal ecosystem, and Islamic digital finance. To ensure that the analysis reflected the 

most recent developments in the field, the review focused primarily on publications 

published between 2018 and 2026. Subsequently, the retrieved documents were 

screened according to their relevance to the research objectives, assessed for eligibility 

based on their scientific quality and substantive contribution, and finally selected for 

qualitative analysis. 

The selected literature was analyzed using content analysis, following the 

systematic coding procedure proposed by Krippendorff (2018). The analysis began with 

repeated readings of all selected publications to achieve familiarity with the data 

(Krippendorff, 2018). Relevant information concerning the development of Islamic 

fintech was then coded and classified into broader analytical themes, including digital 

transformation, financial inclusion, halal ecosystem development, Islamic social 

finance, regulatory challenges, technological innovation, and institutional capacity. The 

coded themes were subsequently compared across studies to identify recurring patterns, 

similarities, differences, and emerging strategic issues, thereby providing the analytical 

basis for the interpretation of findings and the formulation of conclusions. 

To complement the thematic analysis, the study employed SWOT (Strengths, 

Weaknesses, Opportunities, and Threats) analysis as a strategic analytical framework. 

SWOT analysis was developed directly from the findings of the content analysis to 

ensure consistency between the empirical evidence and strategic interpretation. Internal 

factors, comprising Strengths and Weaknesses, were identified by examining 

institutional capacity, market characteristics, technological capabilities, organizational 

resources, and human capital discussed in the reviewed literature. External factors, 

including Opportunities and Threats, were identified through an assessment of 

macroeconomic conditions, regulatory developments, digital economy trends, 

technological advancement, demographic dynamics, and competitive pressures. Each 

factor was evaluated based on its frequency of occurrence, strategic relevance, and 

consistency across the reviewed studies before being synthesized into strategic policy 

recommendations (Gürel & Tat, 2017). 

By integrating content analysis with SWOT analysis, this study provides a 

comprehensive understanding of the opportunities and challenges facing Islamic fintech 

in supporting the transformation of the Islamic economy in the digital era. The 

combination of these analytical approaches not only strengthens the methodological 

rigor and transparency of the study but also enhances the reproducibility of the research 

process. Furthermore, the findings are expected to generate evidence-based policy 

recommendations for governments, regulators, Islamic fintech providers, Islamic 

financial institutions, academics, and other stakeholders in developing a sustainable, 

inclusive, and globally competitive Islamic digital financial ecosystem (Gürel & Tat, 

2017; Krippendorff, 2018). 

 

4. Results 
4.1. Analysis of the Transformation of the Islamic Economy in the Digital Era 

Digital transformation has emerged as one of the primary forces reshaping the 

global economic landscape, including the Islamic economy. Advances in information 

technology, the internet, artificial intelligence (AI), big data analytics, cloud computing, 
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and blockchain technology have created a new economic ecosystem characterized by 

greater connectivity, efficiency, speed, and innovation. Within the context of the Islamic 

economy, these technological developments have transformed not only financial 

transaction mechanisms but also patterns of consumption, investment, distribution, and 

the management of Islamic social finance. 

In Indonesia, the digital transformation of the Islamic economy has progressed 

alongside the rapid expansion of internet connectivity and digital device usage. 

According to the Indonesian Internet Service Providers Association (APJII), national 

internet penetration exceeded 79 percent of the population in 2025. This rapid digital 

adoption has created substantial opportunities for the development of various Sharia-

compliant digital economic services, including Islamic mobile banking, Islamic digital 

payment systems, Sharia crowdfunding platforms, and online management of zakat and 

waqf. 

The digital transformation of the Islamic economy has also been driven by 

changing consumer behavior. Modern consumers increasingly prioritize convenience, 

speed, accessibility, and flexibility when conducting financial transactions. Islamic 

financial services, which previously relied heavily on face-to-face interactions through 

physical branches, have gradually shifted toward digital platforms that enable users to 

access financial products and services anytime and anywhere. This trend demonstrates 

that digitalization is no longer merely a technological innovation but has become a 

fundamental requirement for the sustainable development of the modern Islamic 

economy. 

From the perspective of Maqashid al-Shariah, digitalization contributes 

significantly to the protection of wealth (hifz al-mal) by improving transaction 

efficiency, reducing operational costs, enhancing transparency, and strengthening 

financial accountability. Moreover, digital technologies promote broader financial 

inclusion by expanding access to Sharia-compliant financial services, thereby 

contributing to greater economic welfare and social equity across society. 

The digital transformation of the Islamic economy extends beyond the 

commercial financial sector to encompass Islamic social finance. The collection and 

distribution of zakat, infaq, sadaqah, and waqf are increasingly conducted through 

digital platforms. Numerous zakat management institutions (amil zakat) and waqf 

administrators (nazhir waqf) have developed digital applications that enable Muslims to 

make real-time contributions through secure online payment systems. This digitalization 

has significantly improved fundraising efficiency while expanding the reach of Islamic 

social finance institutions to broader segments of the population, including previously 

underserved communities. 

Moreover, the integration of the Islamic economy with the digital halal ecosystem 

has further accelerated this transformation. The halal industry now increasingly relies on 

digital platforms to support marketing, product distribution, and customer interaction 

across various sectors, including halal food and beverages, halal cosmetics, halal 

pharmaceuticals, modest fashion, halal tourism, and other halal-certified products and 

services. Within this interconnected ecosystem, Islamic fintech plays a strategic role by 

offering Sharia-compliant payment systems, financing solutions, investment products, 

and other digital financial services that facilitate seamless transactions across the entire 

halal value chain. 
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Overall, these developments demonstrate that digital transformation is reshaping 

the Islamic economy into a more integrated, inclusive, efficient, and technology-driven 

ecosystem. Rather than functioning solely as a financial intermediary, Islamic fintech 

has evolved into a strategic catalyst that connects various components of the Islamic 

economic ecosystem, thereby strengthening financial inclusion, enhancing the 

competitiveness of halal industries, and supporting sustainable economic development 

in accordance with the principles of Maqashid al-Shariah. 

 

Table 1. Dimensions of the Digital Transformation of the Islamic Economy 

Dimension Conventional Condition Digital Condition 

Financial Transactions Face-to-face Mobile and online 

Financing Manual process Digital lending 

Investment Location-bound Digital investment platforms 

Zakat and Waqf Direct payment Digital payment 

Sharia MSMEs Limited market access Halal marketplace 

Financial Education Conventional E-learning and mobile applications 

Source: Authors' Analysis, 2026. 

 

The findings demonstrate that digital transformation has fundamentally reshaped 

the Islamic economic ecosystem by integrating financial services, halal industries, and 

Islamic social finance into a more connected digital environment. Rather than 

representing isolated technological innovations, these transformations collectively 

indicate a systemic shift toward a digitally integrated Islamic economy. This finding 

highlights that digitalization functions as an enabling infrastructure supporting broader 

Islamic economic development rather than merely improving transaction efficiency. 

This finding is consistent with Umar and Mirakhor (2023), who emphasized the 

role of digitalization in strengthening Islamic economic development. However, unlike 

previous studies that mainly focused on financial services, this study demonstrates that 

Islamic fintech simultaneously supports halal industries, Islamic social finance, and 

digital public policy, thereby providing a broader ecosystem perspective. 

From a theoretical perspective, these findings extend Digital Transformation Theory by 

illustrating how technological innovation interacts with Maqashid al-Shariah principles 

to support sustainable Islamic economic development. 

 

4.2. Identification of Opportunities Offered by Islamic Fintech in Supporting the 

Development of the Islamic Economy 

Islamic fintech offers a wide range of strategic opportunities that can accelerate 

the growth of the Islamic economy. These opportunities arise from its ability to bridge 

the gap between society’s increasing demand for fast, accessible, and efficient financial 

services and the need to comply with Sharia principles. 

The first opportunity lies in enhancing Islamic financial inclusion. Although 

Indonesia has the world's largest Muslim population, the level of Islamic financial 

inclusion remains relatively low compared with its enormous market potential. A 
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significant portion of the population still lacks access to banking services and formal 

financial institutions. Islamic fintech enables financial services to reach remote and 

underserved areas at significantly lower costs than conventional financial business 

models. 

The second opportunity is strengthening financing for Micro, Small, and Medium 

Enterprises (MSMEs). MSMEs have long faced obstacles in accessing financing, 

particularly regarding collateral requirements, administrative procedures, and limited 

financial information. Through Sharia-compliant peer-to-peer financing platforms, 

MSMEs can obtain faster, more flexible, and more accessible financing. This 

opportunity is particularly important considering that MSMEs constitute the backbone 

of Indonesia's national economy. 

The third opportunity is advancing Islamic social finance. Islamic fintech 

facilitates the integration of zakat, infaq, sadaqah, and waqf into a more efficient digital 

ecosystem. The adoption of digital technology enhances the collection, management, 

and distribution of Islamic social funds by improving transparency, accountability, and 

operational efficiency. 

The fourth opportunity involves strengthening the national halal industry. Islamic 

fintech can provide financing solutions for halal business operators, ranging from 

microenterprises to large-scale industries. Such integration creates a mutually 

supportive halal ecosystem that accelerates the overall growth of the Islamic economy. 

The fifth opportunity is expanding Islamic investment. Digital Islamic investment 

platforms provide easier access to Sharia-compliant investment instruments, including 

sukuk, Islamic mutual funds, and Sharia-compliant equities. Improved accessibility is 

expected to increase public participation in the Islamic capital market while 

encouraging long-term wealth creation consistent with Islamic financial principles. 

 

Table 4.2. Strategic Opportunities for the Development of Islamic Fintech 

 

Opportunity Impact on the Islamic Economy 

Financial inclusion Expands access to financial services 

MSME financing Enhances business productivity 

Digital zakat and waqf Strengthens Islamic social finance 

Digital Islamic investment Increases investor participation 

Halal industry integration Strengthens the halal value chain 

Transaction efficiency Reduces economic costs 

Source: Authors' Analysis, 2026. 

 

These findings indicate that Islamic fintech generates multiplier effects extending 

beyond financial inclusion toward MSME development, halal ecosystem integration, 

and Islamic social finance. This broader contribution distinguishes Islamic fintech from 

conventional fintech models, which generally emphasize financial efficiency rather than 

socio-economic developmen 



 

Journal of Business, Finance, and Banking 
E-ISSN: 3109-7103 

Vol 2 No 2 July 2026 

https://journal.perbanas.id/index.php/jbfb 

 

13 
 

Beyond its economic benefits, Islamic fintech also possesses a strong social 

dimension. Digital platforms improve access to equitable and inclusive financial 

services, enabling broader participation in the formal financial system. This aligns 

closely with the Sustainable Development Goals (SDGs), particularly those related to 

reducing inequality, promoting financial inclusion, and improving societal welfare. 

Islamic fintech also has significant potential as an instrument for regional economic 

development. Areas with limited access to formal financial institutions can leverage 

digital technologies to expand financing and investment services. Consequently, Islamic 

fintech can contribute to reducing regional economic disparities and promoting more 

balanced and inclusive economic development across different regions. 

 

4.3. Analysis of the Challenges Facing Islamic Fintech in the Digital Economic 

Transformation 

Despite its significant growth potential, Islamic fintech continues to face a number 

of challenges that may hinder its long-term development. These challenges arise from 

both internal and external factors that influence the sustainability and competitiveness 

of the industry. The first challenge is the relatively low level of Islamic financial 

literacy and digital literacy among the public. Many people still have limited 

understanding of the differences between Islamic fintech and conventional fintech 

services. This lack of awareness has constrained the adoption of Sharia-compliant 

digital financial services despite the country's substantial Muslim population and 

growing digital economy. 

The second challenge concerns regulatory frameworks and governance. 

Technological innovation evolves at a much faster pace than regulatory development, 

resulting in legal uncertainties and regulatory gaps. Such conditions may weaken 

investor confidence, reduce consumer trust, and create obstacles to innovation within 

the Islamic fintech ecosystem. 

The third challenge relates to human capital. The Islamic fintech industry requires 

professionals who possess expertise in both digital technology and Islamic financial 

principles. However, the availability of individuals with these interdisciplinary 

competencies remains limited, creating a shortage of qualified talent capable of 

supporting the industry's sustainable growth. 

The fourth challenge is cybersecurity risk. As digital financial platforms become 

increasingly widespread, the risks associated with data breaches, identity theft, 

cyberattacks, and online fraud continue to increase. These threats have the potential to 

undermine public confidence in Islamic fintech services if robust cybersecurity 

measures and consumer protection mechanisms are not effectively implemented. 

The fifth challenge is limited capital and business scale. Most Islamic fintech companies 

remain in the early stages of development and often face difficulties in securing 

sufficient financial resources to invest in technological innovation, strengthen 

operational capacity, and expand their market presence. These financial constraints may 

limit their ability to compete effectively within the rapidly evolving digital financial 

sector. 

The sixth challenge is intensifying competition from both conventional fintech 

providers and global technology companies. Large financial technology firms generally 

possess significantly greater financial resources, advanced technological capabilities, 
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broader customer networks, and stronger brand recognition than most Islamic fintech 

companies. Consequently, Islamic fintech providers must continuously enhance their 

innovation capacity, service quality, and competitive advantage while maintaining full 

compliance with Sharia principles. 

 

Table 4.3. SWOT Analysis of Islamic Fintech in Indonesia 

 

Strengths Weaknesses 

Large Muslim population Low Islamic financial literacy 

Government support for Islamic economic 

development 
Limited market share 

Ethical and justice-based principles Limited capital resources 

Strong potential for Islamic social finance 
Shortage of professionals with expertise in 

both technology and Sharia 

Opportunities Threats 

Growth of the digital economy Cybersecurity threats 

Expansion of the halal industry Competition from global fintech companies 

National digital transformation initiatives Rapid technological change 

Demographic dividend Regulatory uncertainty 

Source: Authors' Analysis, 2026. 

 

The SWOT analysis suggests that the principal barriers are institutional rather 

than technological. Regulatory fragmentation, limited Islamic financial literacy, and 

shortages of interdisciplinary human resources collectively constrain the scalability of 

Islamic fintech despite Indonesia's substantial market potential. These findings partially 

support previous studies by Khan and Bhatti (2022), which emphasized technological 

readiness, while extending the discussion by demonstrating that governance quality and 

institutional coordination are equally important determinants. 

 

4.4. Strategies for Strengthening Islamic Fintech to Support Inclusive, Sustainable, 

and Competitive Islamic Economic Development 

The findings indicate that strengthening the Islamic fintech ecosystem requires a 

comprehensive and collaborative approach involving multiple stakeholders. The first 

strategic priority is to enhance the regulatory framework and governance of the Islamic 

fintech industry. The Government, the Financial Services Authority (OJK), Bank 

Indonesia, and the National Sharia Council should establish an adaptive regulatory 

framework that keeps pace with technological advancements while ensuring consumer 

protection and full compliance with Sharia principles. 

The second strategy is to improve Islamic financial literacy and digital literacy 

across society. Continuous educational initiatives should be implemented through 

schools, universities, community organizations, Islamic financial institutions, and 



 

Journal of Business, Finance, and Banking 
E-ISSN: 3109-7103 

Vol 2 No 2 July 2026 

https://journal.perbanas.id/index.php/jbfb 

 

15 
 

digital platforms. Higher levels of financial and digital literacy are expected to 

strengthen public confidence and encourage wider adoption of Islamic fintech services. 

The third strategy focuses on strengthening human capital. Developing 

educational curricula that integrate digital technology, Islamic economics, data 

analytics, artificial intelligence, and cybersecurity has become increasingly essential for 

producing highly skilled professionals capable of competing in the digital economy. 

The fourth strategy involves fostering continuous product and service innovation. 

Islamic fintech providers should develop financial products that not only comply with 

Sharia principles but also deliver a user experience comparable to, or better than, 

conventional financial services. The adoption of emerging technologies such as artificial 

intelligence, blockchain, and open banking offers promising opportunities to enhance 

innovation and operational efficiency. 

The fifth strategy is to strengthen the integration of Islamic fintech with the 

national halal ecosystem. Closer collaboration among Islamic fintech providers, halal-

oriented MSMEs, the halal industry, zakat and waqf institutions, and halal e-commerce 

platforms will create a more resilient, interconnected, and sustainable Islamic economic 

ecosystem. The sixth strategy is to reinforce cybersecurity and personal data protection. 

Investment in advanced digital security infrastructure should become a strategic priority 

to safeguard user trust, protect sensitive financial information, and ensure the long-term 

sustainability of the industry. The seventh strategy emphasizes expanding collaboration 

among government institutions, academia, industry practitioners, Islamic financial 

institutions, and technology communities. Such collaboration is expected to accelerate 

knowledge transfer, stimulate innovation, enhance research and development, and 

improve the global competitiveness of the Islamic fintech industry. 

Overall, the digital transformation of the Islamic economy demonstrates that 

Islamic fintech plays a pivotal role in bridging technological innovation with the 

principles of Islamic economics. By effectively leveraging existing opportunities while 

addressing current challenges through comprehensive and well-coordinated strategies, 

Islamic fintech has the potential to become a key driver of inclusive, sustainable, and 

competitive Islamic economic development. Furthermore, it can significantly contribute 

to realizing Indonesia's vision of becoming one of the world's leading centers for the 

Islamic economy. 

The proposed strategies are derived from the interaction between the strengths, 

weaknesses, opportunities, and threats identified through the qualitative analysis. Rather 

than functioning as independent policy recommendations, the strategies represent an 

integrated framework linking institutional reform, technological innovation, human 

capital development, and ecosystem integration. Unlike previous studies that mainly 

discussed Islamic fintech from technological or financial perspectives, this study 

develops a policy-oriented strategic framework integrating digital transformation, 

Islamic economics, and institutional governance. This framework contributes to the 

literature by explaining Islamic fintech as a catalyst for ecosystem-level transformation 

rather than merely a financial innovation. 

 

4.5. Theoretical and Practical Implications 

The findings of this study provide important theoretical and practical implications 

for the advancement of Islamic economics and the development of Islamic Financial 
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Technology (Islamic fintech). Unlike many previous studies that primarily examine 

Islamic fintech from the perspectives of technology adoption, financial inclusion, or 

Sharia compliance, this research adopts a broader perspective by positioning Islamic 

fintech as a strategic catalyst for the digital transformation of the Islamic economy. 

Through the integration of content analysis and SWOT analysis, the study demonstrates 

that Islamic fintech should be understood not merely as a financial innovation but as a 

key enabler that connects digital technology, Islamic finance, the halal industry, and 

Islamic social finance within a unified economic ecosystem.  

From a theoretical perspective, this study contributes to the growing literature on 

Islamic digital economics by integrating several complementary theoretical perspectives 

into a single analytical framework. Digital Transformation Theory explains how 

technological innovation reshapes economic structures and business processes, while 

Financial Innovation Theory provides insights into the emergence of new financial 

products and service models. The Diffusion of Innovation Theory helps explain the 

adoption of Islamic fintech across different segments of society, whereas the 

Technology Acceptance Model (TAM) highlights the importance of perceived 

usefulness, ease of use, trust, and security in influencing technology adoption. These 

perspectives are further enriched through the lens of Maqashid al-Shariah, which 

emphasizes justice, welfare, transparency, and ethical responsibility as the fundamental 

objectives of Islamic economic development. The integration of these theoretical 

perspectives offers a more comprehensive explanation of how Islamic fintech 

contributes to sustainable Islamic economic transformation.  

This study also extends previous research by demonstrating that the success of 

Islamic fintech cannot be explained solely by technological advancement or market 

demand. Instead, sustainable development depends on the interaction between 

technological innovation, regulatory quality, institutional capacity, digital literacy, 

governance, and ecosystem integration. This finding broadens the existing 

understanding of Islamic fintech by shifting the analytical focus from individual 

technology adoption toward ecosystem-level transformation involving government 

institutions, financial regulators, Islamic financial institutions, halal industries, and 

Islamic social finance organizations. Consequently, the study contributes to the 

theoretical development of Islamic digital economics by proposing a more integrated 

and policy-oriented analytical perspective.  

From a practical perspective, the findings provide several important policy 

implications. First, governments should strengthen regulatory harmonization among 

financial authorities, Islamic supervisory institutions, and digital economy regulators to 

create a more adaptive and innovation-friendly regulatory environment. Second, 

improving Islamic financial literacy and digital literacy should become a national 

priority to increase public confidence and expand the adoption of Islamic fintech 

services. Third, investment in human capital development is essential to produce 

professionals possessing interdisciplinary competencies in Islamic finance, digital 

technology, artificial intelligence, cybersecurity, and data analytics. Fourth, Islamic 

fintech providers should continuously develop innovative products while maintaining 

strict compliance with Sharia principles to enhance their competitiveness in the rapidly 

evolving digital financial market.  
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Furthermore, the study emphasizes the strategic importance of integrating Islamic 

fintech with the broader halal economic ecosystem. Stronger collaboration among 

Islamic fintech providers, Islamic banking institutions, halal-oriented MSMEs, halal 

industries, zakat and waqf institutions, and digital commerce platforms can generate 

substantial multiplier effects for national economic development. Such integration is 

expected to strengthen financial inclusion, improve the efficiency of Islamic social 

finance, promote halal business growth, and support Indonesia's ambition to become 

one of the world's leading Islamic economic centers.  

Despite these contributions, this study has several limitations. The findings are 

derived exclusively from secondary data using a qualitative literature review approach, 

and therefore do not provide empirical verification of causal relationships among the 

identified variables. In addition, the SWOT analysis is based on qualitative synthesis of 

published literature and policy documents rather than primary survey or interview data. 

Consequently, the findings should be interpreted as strategic policy insights rather than 

empirical causal evidence. Future studies are encouraged to employ mixed-methods or 

quantitative approaches, such as Structural Equation Modeling (SEM), panel data 

analysis, or comparative cross-country studies, to validate the proposed conceptual 

framework and examine the determinants of Islamic fintech development in greater 

depth. Such research would further strengthen the evidence base for policy formulation 

and contribute to the advancement of Islamic digital economy research. 

 

5. Conclusion and Suggestion 

This study demonstrates that Islamic Financial Technology (Islamic fintech) has 

become a strategic catalyst for the digital transformation of the Islamic economy in 

Indonesia. Beyond improving the efficiency of financial services, Islamic fintech plays 

a broader role in strengthening financial inclusion, expanding access to financing for 

micro, small, and medium enterprises (MSMEs), supporting digital Islamic social 

finance, integrating the halal ecosystem, and promoting sustainable economic 

development. The findings also indicate that the successful development of Islamic 

fintech depends not only on technological innovation but also on regulatory quality, 

institutional capacity, digital and Islamic financial literacy, cybersecurity resilience, and 

effective collaboration among governments, regulators, industry, and society.  

From a theoretical perspective, this study contributes to the literature by 

integrating Digital Transformation Theory, Financial Innovation Theory, Diffusion of 

Innovation Theory, the Technology Acceptance Model (TAM), and the principles of 

Maqashid al-Shariah into a comprehensive analytical framework. This integrated 

perspective extends previous studies by positioning Islamic fintech not merely as a 

financial innovation but as an ecosystem-level driver of Islamic economic 

transformation. From a practical perspective, the findings provide strategic policy 

recommendations for strengthening regulatory harmonization, improving digital and 

Islamic financial literacy, developing human capital, enhancing cybersecurity, and 

fostering greater integration between Islamic fintech and the broader halal economic 

ecosystem. These recommendations may assist policymakers, regulators, Islamic 

financial institutions, and fintech providers in designing more adaptive and sustainable 

development strategies.  
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This study has several limitations. It relies exclusively on secondary data using a 

qualitative literature review approach, and therefore does not empirically examine 

causal relationships among the identified factors. In addition, the SWOT analysis is 

based on qualitative synthesis rather than primary empirical evidence. Future research is 

encouraged to employ quantitative or mixed-method approaches, such as Structural 

Equation Modeling (SEM), case studies, or comparative cross-country analyses, to 

validate the proposed analytical framework and provide stronger empirical evidence 

regarding the determinants of Islamic fintech development. Such studies would further 

enrich the literature and strengthen policy formulation for the sustainable development 

of the Islamic digital economy. 
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