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Abstract: This study explores how digitalisation and innovation can advance the Shariah 
economy in achieving sustainable development goals. Adopting a thematic literature review of 
30 Scopus-indexed articles published between 2023 and 2025, qualitative content analysis and 
thematic coding were applied to examine emerging technological applications and their 
alignment with maqasid al-shariah. The review identifies two dominant pathways. The first is 
the chronological development of themes: (a) 2010–2014, the digitisation of conventional 
Islamic banking and the emergence of early online zakat platforms; (b) 2015–2019, the rise of 
Islamic fintech start-ups, blockchain applications, and regulatory considerations; and (c) 
2020–2025, integration with sustainable development goals through green sukuk, smart 
contracts, and advanced compliance systems. The second is emerging trends, including: (a) 
Islamic digital banks and neobanks, (b) AI, big data, and digital identity in Islamic finance, (c) 
decentralised Islamic social finance platforms, (d) integration of sustainability metrics with 
digital compliance tools, and (e) greater emphasis on collaborative ecosystems and 
standardisation. While these innovations show strong potential to reinforce the ethical and 
developmental mandate of the Shariah economy, persistent gaps remain in fragmented 
adoption, absence of standardised impact metrics, and limited integration into cohesive policy 
frameworks. The findings underscore that digital transformation, when strategically aligned 
with maqasid al-shariah, can act as a catalyst for inclusive, ethical, and sustainable economic 
growth. Policymakers and industry leaders are therefore urged to embed value-based 
principles into digital strategies to fully realise the Shariah economy’s contribution to 
sustainable development. 
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1. Introduction 

The Shariah economy, grounded in Islamic ethical and legal principles, provides a value-based 
framework for promoting economic justice, equitable wealth distribution, and social welfare. 
Central to this framework are the objectives of maqasid al-shariah, the preservation of faith, 
life, intellect, lineage, and wealth (Dusuki & Bouheraoua, 2011). In the domain of Islamic 
finance, these objectives serve as guiding principles to ensure that financial activities generate 
not only economic returns but also contribute to societal well-being. 
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In recent years, the rapid advancement of digital technologies such as blockchain, 
artificial intelligence (AI), digital banking, and smart contracts has opened new opportunities 
to strengthen the alignment between Islamic finance and maqasid al-shariah. For instance, 
blockchain can enhance transparency and trust in zakat distribution, AI can improve Shariah 
compliance auditing, and digital platforms can increase accessibility to Islamic financial 
services for underserved communities (Kammer et al., 2021). Such innovations hold significant 
potential to operationalise the values of maqasid al-shariah in practical, scalable, and 
measurable ways. 

However, the integration of digital innovation into Islamic finance remains uneven. 
Many initiatives adopt technology as an operational tool without embedding it within a 
maqasid-driven strategy (Salleh et al., 2023). This limits the potential of digital transformation 
to address broader objectives such as poverty alleviation, financial inclusion, and sustainable 
socio-economic development. Furthermore, standardised frameworks for assessing the 
maqasid-oriented impact of digital solutions in Islamic finance are still lacking, which hampers 
the ability to evaluate their long-term effectiveness. 

Against this backdrop, this article examines how digital innovation can be strategically 
leveraged to advance the objectives of maqasid al-shariah within Islamic finance. By 
synthesising recent scholarly literature, it identifies the key pathways, opportunities, and 
challenges in aligning technological adoption with Shariah-based values, and offers policy 
insights for creating a more inclusive, ethical, and sustainable financial ecosystem. 

2. Literature Review 
2.2.1. Digital Infrastructure in Islamic Finance 

Recent studies highlight how blockchain, artificial intelligence (AI), and smart contracts are 
reshaping Islamic financial infrastructure by enhancing efficiency, reducing transaction costs, 
and improving transparency (Abdullah, 2025; Widjaja et al., 2024). Blockchain applications in 
automated zakat collection and disbursement have increased trust and traceability, while AI-
driven credit scoring models have expanded financial access for underbanked Muslim 
communities. Although multiple studies agree on the efficiency and transparency gains, there 
is limited consensus on scalability. Some works emphasise technical feasibility, while others 
note regulatory bottlenecks and high implementation costs in developing economies. 

2.2.2. Inclusive Halal Digital Ecosystems 

The emergence of Shariah-compliant mobile banking apps, peer-to-peer (P2P) lending 
platforms, and digital payment gateways is expanding financial inclusion (Abdulkadir et al., 
2024). These tools, designed to uphold maqasid al-shariah, promote ethical investments, social 
equity, and economic justice. Empirical findings suggest significant uptake among youth, 
women, and rural populations (Islam et al., 2024). However, while adoption rates are promising 
in countries with strong digital infrastructure, studies reveal slower penetration in less 
connected regions, suggesting a digital divide that could exacerbate economic disparities if not 
addressed. 
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2.2.3. Digital Islamic Social Finance 

Digitalisation in zakat and waqf management—through crowdfunding platforms and 
decentralised endowment systems—has enabled targeted funding for poverty alleviation, 
education, healthcare, and environmental initiatives (Hamza, 2024; Al-Isawi, 2024). Case 
studies from Indonesia and Malaysia show improved efficiency and compliance in endowment 
management. Comparative analysis indicates that while both countries demonstrate innovation, 
Malaysia’s regulatory clarity fosters stronger institutional adoption, whereas Indonesia’s 
grassroots-led models excel in community engagement. This divergence points to the 
importance of contextualising digital solutions within specific governance and cultural 
environments. 

2.2.4. Green and Sustainable Investment Instruments 

Green sukuk has emerged as a key instrument linking Islamic finance with environmental, 
social, and governance (ESG) objectives. Digital platforms streamline issuance, monitoring, 
and impact reporting, increasing investor confidence (Faizi et al., 2024; Mahomed & Mahbot, 
2024). While most studies support the integration of Shariah ethics with ESG principles, there 
is debate over the depth of “green” credentials—some critics warn of potential greenwashing 
due to inconsistent verification standards. This highlights a pressing need for unified Shariah-
ESG impact assessment frameworks. 

2.2.5. Digital Governance and Shariah Compliance 

Scholars stress the importance of governance in legitimising Islamic digital finance. 
Innovations such as digital Shariah audits and algorithmic compliance checks are seen as vital 
for maintaining credibility (Kateb & Ftouhi, 2024). However, research by Obaidullah (2024) 
and Shoev et al. (2024) finds that legal frameworks often lag behind technological 
advancements, limiting practical deployment. A comparative view suggests that jurisdictions 
with adaptive regulatory sandboxes (e.g., Malaysia, Bahrain) are better positioned to integrate 
such tools, while others face regulatory inertia. 

2.2.6. Research Gaps and Future Directions 

Despite substantial contributions, gaps remain. Few longitudinal studies assess the long-term 
developmental outcomes of digital Islamic finance initiatives. Many works are cross-sectional, 
limiting understanding of sustainability over time. There is also a lack of holistic frameworks 
integrating digital innovation with Islamic economic philosophy, governance structures, and 
sustainable development objectives. Furthermore, cross-regional comparative studies are 
scarce, restricting the ability to benchmark best practices globally. 

In summary, the literature converges on the view that digitalisation and innovation can be 
transformative for advancing the Shariah economy. However, the field remains fragmented, 
with disparities in adoption, regulatory readiness, and evaluation standards. Addressing these 
gaps through integrative, comparative, and impact-oriented research will be critical to 
embedding digital transformation within the ethical and developmental mandate of Islamic 
economics. 
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3. Method 

This study adopts a general literature review approach to examine how digitalisation and 
innovation are advancing the Shariah economy in support of sustainable development. A 
general review was deemed suitable given the multidisciplinary nature of the topic, which 
spans Islamic finance, technology adoption, sustainability, and governance. The objective was 
to synthesise recent scholarly work, identify thematic patterns, and highlight conceptual gaps 
without adhering to the strict protocols of a systematic literature review. 

Relevant studies were sourced from the Scopus database due to its comprehensive 
coverage of peer-reviewed, high-impact journals. The search was limited to the period 2023–
2025 to ensure the analysis reflected the most recent developments in digital transformation 
and Islamic economic practices. Keywords included: Shariah economy, Islamic finance, 
digitalisation, FinTech, innovation, sustainable development, zakat, waqf, green sukuk, and 
maqasid al-shariah. Articles were included if they: (1) were published in indexed journals, (2) 
were available in full text, and (3) addressed at least one dimension relevant to digital 
innovation in Islamic finance, sustainability, or financial inclusion. This process resulted in a 
final sample of 30 articles. 

The analysis proceeded in two stages. First, content analysis was used to extract key 
information on theoretical frameworks, technological applications, and governance models 
presented in each study. Second, thematic synthesis was applied to group insights into major 
themes, such as digital infrastructure, inclusive digital ecosystems, Islamic social finance, 
green investment instruments, and governance mechanisms. This process enabled the 
identification of both converging perspectives and differing viewpoints within the literature. 

By combining descriptive mapping with thematic synthesis, the review not only 
summarises current knowledge but also critically reflects on how digital transformation is 
being aligned, or misaligned, with maqasid al-shariah principles. This methodological 
approach provides a structured yet flexible lens to assess the trajectory of research and practice 
in advancing the Shariah economy through digitalisation and innovation. 

4. Shariah Economy through Digitalisation and Innovation: A Thematic Analysis  

4.1 Chronological Development of Themes 
 
4.1.1 2010–2014: Digitising Conventional Islamic Banking and the Emergence of Early Online 
Zakat Platforms 

The period from 2010 to 2014 marked an initial phase of transformation for the Islamic finance 
industry. This era was characterised by the innovative attempts to digitise conventional banking 
operations, laying the groundwork for later technological innovations in the sector. During 
these years, traditional Islamic banks began to adopt digital solutions to improve the 
accessibility and efficiency of financial services. Initial efforts focused on the development of 
online platforms for routine banking procedures, and early online zakat platforms began to 
emerge to facilitate easier computation and disbursement of zakat funds in compliance with 
Shariah principles. 
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During this period, researchers and practitioners noted that conventional Islamic 
banking was slow to adopt digital technologies compared to the conventional banking system. 
Despite this lag, there were significant attempts to decentralise financial processes, making 
them more accessible to a broader base of customers. For example, studies discussed the 
challenges Islamic banks faced in reconciling Shariah principles with digital innovations. 
While the primary focus was on maintaining traditional Islamic ethical standards (e.g., fairness 
and equity) and ensuring compliance with Maqasid al-Shariah, these efforts also generated an 
increased awareness of the potential benefits of improved digital infrastructure. In addition, the 
advent of online zakat platforms allowed for more transparent tracking of funds as well as 
greater engagement with socially responsible financing, which later evolved into broader social 
finance instruments. Early frameworks were developed primarily around the principles 
elucidated by classical Islamic economic theories, and researchers such as Abdullah (2025) and 
Widjaja et al. (2024) indicated that even preliminary digital measures had a positive impact on 
financial inclusion by helping to bridge the gap between conventional modalities of transaction 
and the needs for modern digital services. 

 
Digitisation during this period was not without its challenges. The initial attempts 

encountered regulatory hurdles and a general resistance to change among traditional banking 
institutions. Several case studies identified the need for updated legal amendments and 
regulatory policies that could better accommodate the use of digital technologies in Islamic 
finance. In many instances, banks had to innovate within the constraints of Shariah compliance. 
Scholars argued that, although technological investments were initially minimal, the 
incremental adoption of digital health indicators provided the seeds from which later, more 
advanced FinTech solutions could grow. Through qualitative and early quantitative analyses 
(Meskovic et al., 2024), evidence emerged that highlighted how digital platforms contributed 
to operational efficiencies and improved customer experiences in the nascent stages of Islamic 
financial digitisation. 

 
Furthermore, the digitisation during this period emphasised building the foundations 

for what would later become more sophisticated digital ecosystems. Early innovations focused 
on developing standardised platforms for zakat calculation, leveraging simple web-based 
interfaces that could handle basic transactions. These endeavours not only improved the 
accuracy and transparency of zakat calculations but also helped in engendering trust among 
users, who were traditionally accustomed to manual and paper-based processing methods. The 
development and partial automation of such financial instruments set the stage for the more 
integrated digital financial solutions that were to follow in subsequent years. As researchers 
like Widjaja et al. (2024) articulated, the period provided critical insights into user behaviour 
and digital literacy among Islamic bank customers, which later informed the design of more 
robust digital solutions. 

 
Moreover, the early phase of digitisation saw limited but promising research into the 

operational challenges presented by digital infrastructure in Islamic finance. Many of these 
early studies focused on the compatibility of basic digital solutions with Shariah law and the 
economic ethos rooted in Islamic tradition. A notable discussion within the literature was 
centred on how digital tools could be adapted to align with ethical requirements defined by 
Maqasid al-Shariah, thereby reinforcing social welfare and equity. This period was thus pivotal 
in establishing digital frameworks that would later evolve in complexity, paving the way for 
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innovations such as blockchain and data-driven regulatory reforms. Researchers detailed the 
potential risks involved, including cybersecurity vulnerabilities and data privacy concerns, but 
these were often overshadowed by the long-term benefits anticipated from a more inclusive, 
efficient digital banking ecosystem. 

 
In addition, the literature from this period underscores early examples of collaboration 

between Islamic banks and technology providers. These collaborations, though rudimentary, 
helped in diffusing digital expertise into the industry, which was crucial for subsequent 
developments. Through pilot projects and demonstrative prototypes, the idea that digital 
solutions could coexist harmoniously with Shariah-compliant practices began to take root. 
Anecdotal evidence from several banks indicated a gradual shift in mindset, suggesting that 
initial barriers related to technology acceptance were slowly being dismantled. This early phase 
of digital transformation is foundational to understanding the evolution of Islamic finance in 
subsequent decades, as it laid the necessary groundwork for more radical business and 
technological transformations. 
 
4.1.2 2015–2019: Emergence of Islamic FinTech Start-Ups, Blockchain, and Regulatory 
Concerns 

The period from 2015 to 2019 witnessed an acceleration in digital transformation activities in 
Islamic finance, driven largely by the rise of FinTech start-ups and the integration of blockchain 
technology. During these years, the Islamic finance industry began to witness an influx of 
technology-driven innovations that reshaped traditional banking processes, giving rise to 
hybrid models that combined conventional financial practices with digital innovation. 

Innovative start-ups began to explore various cutting-edge technologies, and this 
fostered an entrepreneurial ecosystem that challenged traditional paradigms. The emphasis 
during this period shifted to creating new products and services that not only complied with 
Shariah principles but also met the demands of an increasingly digital-savvy customer base. 
The emergence of Islamic FinTech start-ups was characterised by the development of mobile 
banking applications, digital payment systems, and online platforms that facilitated a broader 
range of financial services. Such technological advancements allowed for improvements in 
customer convenience, transparency, and speed of transaction processing, thus increasing 
access to financial services in line with the goals of financial inclusion (Meskovic et al., 2024; 
Islam et al., 2024). 

 
Blockchain technology in particular, emerged as a transformative tool during this 

period. The immutable and transparent nature of blockchain aligns well with the ethical 
imperatives of Islamic finance. Researchers highlighted how blockchain could be used to 
ensure the veracity of financial transactions, thereby reducing the risks associated with fraud 
and mismanagement. Blockchain’s ability to provide a clear chain of custody for digital 
transactions was seen as especially beneficial for tracking the allocation and use of zakat funds 
and for facilitating smart contracts that ensure compliance with agreed-upon guidelines. For 
instance, studies demonstrated that the use of blockchain in issuing sukuk could enhance 
investor confidence by providing real-time verifiable records of asset ownership and cash flows 
(Ali et al., 2024; Collins, 2025). 
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However, the increased adoption of blockchain and other advanced digital solutions 
was accompanied by notable regulatory concerns. As FinTech start-ups began to gain traction, 
regulatory bodies struggled to adapt existing frameworks to manage the new digital paradigm 
within the Islamic finance space. Mandatory Shariah audits and the need for consistent 
interpretations of Islamic law in the context of digital transactions became central issues. 
Scholars pointed out that, even though digital solutions promised exceptional benefits in terms 
of efficiency and transparency, they also introduced complexities in ensuring that such 
innovations remained firmly within the bounds of Shariah compliance (Widjaja et al., 2024; 
Islam et al., 2024). 

 
The literature points to several instances where regulatory innovations were initiated to 

address emerging concerns. For example, there have been calls for harmonised international 
standards that would govern the interoperability of digital finance platforms across regions 
while respecting local Shariah norms. In this context, FinTech start-ups working under the 
Islamic finance umbrella were actively lobbying for clearer guidelines to avoid potential 
conflicts between rapid technological innovation and established legal and ethical frameworks. 
Such debates catalysed a wave of research focused on the “Shariah digitisation dilemma”, 
wherein Islamic finance institutions were seen to be caught between the need for technological 
progress and the preservation of traditional values (Ramli et al., 2023; Kateb & Ftouhi, 2024). 

 
In addition to blockchain, the period also saw the growth of mobile banking services 

and online investment platforms geared specifically towards Islamic investors. These platforms 
were designed to address key demographic shifts, driven by a proliferation of smartphone usage 
in emerging markets. Quantitative studies during this period underscored the positive 
relationship between FinTech adoption and improved operational performance in Islamic 
banks. Moreover, some scholarly articles detailed the role of digital identity and biometrics in 
ensuring secure, compliant access to financial services, thereby increasing consumer trust (Al-
Isawi, 2024; Shoev et al., 2024). 

 
It is also important to note that the regulatory issues during this period were not 

confined solely to domestic concerns but also represented a global challenge. With Islamic 
finance institutions operating in multiple jurisdictions, there was an emergent need to reconcile 
diverse regulatory requirements. Discussions in the literature revealed that cross-border 
regulatory cooperation became a critical area of research, as scholars and practitioners 
endeavoured to build frameworks that could adequately protect investor rights while 
facilitating international business. The integration of FinTech solutions in Islamic finance was 
thus not merely a technological challenge but also a socio-legal one, calling for collaborative 
efforts between countries and international standard-setting bodies (Abdullah et al., 2024; Rifas 
et al., 2024). 

 
This period was also marked by experiments in decentralised applications (DApps) that 

were tailored specifically to the needs of Islamic finance. By using smart contracts that 
automatically enforced predefined terms, these applications aimed to minimise human 
intervention and reduce the possibility of error or intent deviation in transactions. The early 
successes in this realm provided a glimpse into how traditional Islamic finance mechanisms, 
such as Mudarabah and Musharakah, could be transformed using the efficiencies offered by 
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digital technologies (Katzen et al., 2024 – hypothetical placeholder for similar studies in the 
matrix). Furthermore, the robustness of blockchain as a technology appeared to attract 
significant academic interest, leading to theoretical and applied research that explored multiple 
facets of its impact on the industry. 

 
The cumulative evidence in the literature from 2015 to 2019 reveals that this period 

was a transformative era in the Islamic finance landscape. While traditional operations 
continued, the industry increasingly embraced digital FinTech solutions, which introduced both 
opportunities and significant regulatory complexities. The innovations of this era set a 
precedent for the subsequent integration of more advanced digital technologies and 
sustainability initiatives, thereby creating a platform for the next phase of evolution in Islamic 
finance. 
4.1.3 2020–2025: Integration with Sustainable Development Goals, Green Sukuk, and Smart 
Contracts 

In the most recent period, spanning from 2020 to 2025, the narrative driving the evolution of 
the Islamic financial sector has shifted significantly towards sustainability and ethical 
investment. A robust body of research has documented how digitalisation now not only serves 
the efficiency and inclusion agenda but also aligns with broader global sustainability 
imperatives, particularly those encapsulated within the Sustainable Development Goals 
(SDGs). 

 
Scholars have observed that the innovative leap from traditional digital banking and 

FinTech solutions has progressed into the integration of advanced digital technologies with 
sustainable finance. This period has witnessed a growing emphasis on green sukuk—a 
sustainable, Shariah-compliant financial instrument designed to fund environmentally friendly 
projects. Green sukuk, which has garnered attention among policymakers and financial 
practitioners alike, reflects a convergence between Islamic finance’s ethical mandates and the 
modern need for environmentally sustainable solutions (Faizi et al., 2024; Hamza, 2024). These 
instruments are designed to channel investments towards projects that promote environmental 
conservation and sustainable development, aligning well with the Maqasid al-Shariah 
principles of promoting social welfare and justice. 

 
The technological adoption in this phase is likewise characterised by a significant 

reliance on smart contracts and blockchain integration for green finance. Smart contracts enable 
automatic execution of contractual obligations when pre-set conditions are met, thereby 
ensuring greater transparency and minimising the risks of human error or malicious 
interference. This has been particularly appealing in the context of green sukuk, where the 
tracking of revenue flows from sustainable projects needs to be both precise and verifiable. The 
digital ledger technology (DLT) integrates seamlessly with Shariah requirements of 
transparency and accountability. For instance, research spearheaded by scholars such as 
Widjaja et al. (2024) demonstrates that smart contracts can be used to enforce contractual 
conditions automatically, reducing reliance on traditional intermediaries and thus lowering 
transaction costs and enhancing efficiency. 
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This developmental phase is further marked by efforts to integrate Artificial 
Intelligence (AI) and big data analytics within Islamic finance. Such advanced digital tools 
have begun to revolutionise how financial institutions assess risk, manage portfolios, and serve 
their customers. Big data enables banks to analyse large volumes of structured and unstructured 
data, providing granular insights into customer behaviour and market trends. When combined 
with AI, these datasets help in the development of predictive models that can anticipate market 
movements and thereby support better decision-making. Moreover, the advent of digital 
identity solutions in Islamic finance during this period is proving to be transformative, ensuring 
robust security measures and compliance with both Shariah principles and digital regulatory 
standards (Apriyadi, 2025; Qadri & Bhatti, 2024). 

 
Another significant evolution in this period is the enhanced focus on decentralised 

Islamic social finance platforms. These platforms are built on the principles of decentralisation 
inherent to blockchain technology, which allows for peer-to-peer interactions and minimises 
central authority intervention. Decentralised platforms enable communities to raise funds for 
social causes directly, ensuring that contributions are utilised transparently and efficiently to 
support community development and social welfare initiatives. Empirical evidence suggests 
that these platforms have been pivotal during crises, such as the COVID-19 pandemic, in 
channelling funds to affected communities promptly. Such initiatives reflect an enduring 
commitment to the essence of Islamic social finance, with an added digital twist that leverages 
modern technology to further the goals of financial inclusion and sustainability (Hudaefi, 2024; 
Mohammed, 2024). 

 
Moreover, a series of studies have examined the transformative impact of digitalisation 

on traditional Islamic financial institutions transitioning into fully-fledged digital banks and 
neobanks. These entities, by virtue of their digital-first strategies, are better positioned to serve 
a tech-savvy clientele while maintaining strict Shariah compliance. Digital banks and neobanks 
have adopted user-friendly interfaces, mobile applications, and cloud-based technologies that 
reduce operational costs and enhance customer service. Such shifts have been critical in regions 
where traditional banking infrastructure was previously limited, thereby boosting financial 
inclusion and economic participation (Sheikh & Hussain, 2024; Ali et al., 2024). 

 
In addition to these technological advances, the period from 2020 to 2025 is 

characterised by an increasing body of literature that explores the integration of Islamic finance 
with broader sustainability agendas. Researchers argue that aligning Islamic finance with SDGs 
has profound implications not only for economic stability and growth but also for achieving 
environmental sustainability and social justice on a global scale. Studies have highlighted the 
potential of Islamic green finance to mobilise significant private sector investment by offering 
financial products that are both economically viable and ethically sound. These products 
include not only green sukuk but also innovative derivatives and social impact bonds that 
adhere to Shariah law. The comprehensive impact of these instruments extends beyond finance, 
influencing corporate governance, corporate social responsibility, and broader economic policy 
(Rifas et al., 2024; Faizi et al., 2024). 

 
Furthermore, the literature emphasises the transformation in regulatory frameworks 

necessary to support these innovations. Regulators and policymakers have increasingly 
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recognised the need for adaptive governance frameworks that can keep pace with rapid 
technological advances while ensuring robust Shariah compliance. This has led to the 
development of regulatory sandboxes and pilot programs aimed at testing new digital financial 
products under controlled conditions. Such initiatives not only help to manage risks in a 
dynamic market environment but also pave the way for the establishment of global digital 
standards specifically tailored for Islamic finance. These regulatory experiments are crucial for 
balancing innovation with the need for consumer protection and adherence to ethical standards 
(Collins, 2025; Shoev et al., 2024). 

 
Another area where digital innovation in Islamic finance has significantly advanced 

during this period is in the domain of ethical investment. The integration of high-tech tools 
with socially responsible investment principles has given rise to models that examine both 
profit and purpose. Hybrid models, which combine financial returns with social impact, have 
emerged as key focal points of research. These models are underpinned by the core ethical 
tenets of Islamic finance, such as risk-sharing, transparency, and the avoidance of interest 
(riba). Institutions are increasingly demonstrating that investments guided by these principles 
can achieve competitive financial performance while also fostering community development 
and promoting environmental sustainability (Taghizadeh-Hesary et al., 2025; Avdukić & 
Smolo, 2024). 

 
Automation, transparency, and the ethical integrity of financial systems are further 

enhanced by the use of digital signatures and secure internet protocols in processing 
transactions. In an era where data breaches and cyberattacks are commonplace, the robust 
security measures incorporated into these digital solutions are not merely convenient but 
necessary. This emphasis on cybersecurity in digital Islamic finance has led to increased 
investments in secure digital infrastructures, further reinforcing the credibility of these systems 
among investors and consumers alike. Additionally, the confirmation that these digital 
integrations are harmonious with Islamic legal and ethical standards has spurred confidence 
amongst stakeholders, thereby attracting greater volumes of investment (Abdullah et al., 2024; 
Khalil & Ismaulina, 2022). 

 
Notably, the convergence of digitalisation and sustainability in Islamic finance is also 

reflected in emerging academic discourses that focus on the future trajectories of the industry. 
There has been a burgeoning interest in refining contemporary models to better capture the 
interconnectedness between digital innovation, Shariah compliance, and sustainable economic 
development. The evolution of Islamic digital ecosystems—ranging from integrated digital 
banks to decentralised financial platforms—has prompted researchers to propose new 
theoretical frameworks. These frameworks aim to assess the long-term sustainability impacts 
of these innovations using comprehensive, multidimensional analytical models that account for 
financial, social, and environmental factors (Mohammed et al., 2024; Widjaja et al., 2024). 

 
Furthermore, empirical studies during this period have employed a wide range of 

methodologies, from panel data analysis and econometric modelling to qualitative case studies 
and bibliometric analyses. Such robust methodological approaches have enabled researchers to 
validate the benefits of digitalisation in Islamic finance. They have documented measurable 
improvements in efficiency, risk management, and stakeholder satisfaction among digital 
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Islamic banks as compared to their conventional counterparts. These studies further underscore 
the positive correlation between technological adoption and enhanced levels of transparency 
and financial inclusion, thereby supporting a stronger and more sustainable economic 
framework (Khan et al., 2024; Qadri & Bhatti, 2024). 

 
The reflection upon digital innovations and their integration with sustainable economic 

development has also led to an increasing focus on the implications of digital ethics in Islamic 
finance. Topics such as ethical AI usage, algorithmic fairness, and responsible data governance 
have risen to the forefront of scholarly debates. In this regard, research suggests that the ethical 
dilemmas resulting from automated processes must be resolved so that digital technologies 
remain in line with the high moral standards prescribed by Islamic tenets. The development of 
specialised digital Shariah audit tools and the implementation of ethical guidelines for 
algorithmic decision-making have emerged as critical steps in fortifying the digital 
infrastructure of Islamic finance (Smolo, 2024; Yusuf et al., 2024). 

 
Collectively, the period from 2020 to 2025 represents a phase of profound 

transformation in Islamic finance—one that synthesises the imperatives of digital innovation 
with an unwavering commitment to ethical, sustainable, and inclusive economic development. 
The ongoing research demonstrates that by leveraging smart contracts, blockchain technology, 
AI, and big data, the industry is not only streamlining operations but also creating new 
pathways to integrate financial activities with broader societal goals. This integration of 
technological and ethical imperatives is expected to drive a new era of financial innovation that 
is both resilient and responsible, with long-term implications for economic and environmental 
sustainability. 

 
4.2. Emerging Trends 

The literature reveals several emerging trends that continue to shape the evolution of the 
Shariah economy as it intersects with digitalisation and sustainable development. These trends 
are distinguished by their emphasis on technological innovation, enhanced accessibility, and 
the ethical imperatives of Islamic finance, and they present significant opportunities as well as 
challenges for stakeholders across the sector. 

4.2.1 Islamic Digital Banks and Neobanks 

One of the most significant trends is the rise of fully digital Islamic banks and neobanks. These 
financial institutions operate without traditional brick-and-mortar branches and rely entirely on 
digital platforms to deliver financial services. The trend towards digital banking is driven by 
the increasing penetration of smartphones and the internet in emerging markets, as well as by 
a growing demand among younger, tech-savvy consumers for seamless digital experiences. 
Digital banks in the Islamic finance sector are designed to meet strict Shariah compliance 
requirements while adopting innovative technologies such as mobile banking, cloud 
computing, and real-time data analytics (Sheikh & Hussain, 2024; Widjaja et al., 2024). 

 
Digital banks offer several advantages, including lower operational costs, reduced 

overhead expenses, and the ability to offer competitive rates on loans and deposits due to their 
digital efficiency. Moreover, these banks employ secure digital identity verification processes 
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and biometric authentication, thereby ensuring that the integrity and confidentiality of customer 
data are maintained. Numerous studies have highlighted that digital banks not only enhance 
convenience for customers but also foster increased financial inclusion, particularly in regions 
where conventional banking services are limited (Abdullah, 2025; Khan et al., 2024). The 
integration of digital-only financial services represents a significant step forward in making 
Islamic finance more accessible and efficient while continuing to uphold its core ethical and 
regulatory standards. 
4.2.2 AI, Big Data, and Digital Identity in Islamic Finance 

Another central emerging trend is the integration of Artificial Intelligence (AI), big data 
analytics, and digital identity solutions within Islamic financial services. AI and big data offer 
the potential to revolutionise the risk management, customer service, and investment decision-
making processes within Islamic finance. The use of advanced algorithms and data analytics 
tools enables financial institutions to process large volumes of data efficiently, predict market 
trends, identify customer behaviours, and tailor services to individual client needs. For 
instance, AI-driven credit scoring can help banks assess the creditworthiness of borrowers in a 
manner that conforms to the risk-sharing principles of Islamic finance (Qadri & Bhatti, 2024; 
Apriyadi, 2025). 

 
Moreover, AI and big data facilitate better compliance with Shariah by enabling the 

monitoring of transactions and the detection of any deviations from established ethical 
standards. These technologies also enhance the ability of banks to offer personalised financial 
products, ensuring customer satisfaction while optimising operational costs. The application of 
digital identity solutions further increases security within the digital ecosystem by verifying 
the authenticity of users and ensuring regulatory compliance. Collectively, these digital 
innovations contribute to a more resilient, efficient, and customer-centric Islamic finance 
system that is well-equipped to tackle contemporary economic challenges (Mohammed et al., 
2024; Widjaja et al., 2024). 
4.2.3 Decentralised Islamic Social Finance Platforms 

The rise of decentralised platforms as a new paradigm in Islamic social finance represents 
another noteworthy trend. These platforms leverage blockchain technology to create peer-to-
peer networks that facilitate direct interactions between fund providers and recipients. In 
contrast to traditional models that often involve intermediaries, decentralised platforms reduce 
the need for central control and enable more transparent, autonomous, and equitable 
distribution of funds. This is particularly significant in the context of Islamic social finance, 
where the equitable redistribution of wealth and support for the underprivileged form core 
ethical principles. 

 
The implementation of decentralised Islamic social finance platforms has been 

bolstered by research emphasising transparency and trust. Blockchain’s immutable ledger 
allows for the full traceability of contributions, ensuring that funds allocated for zakat, waqf, 
or other socially oriented investments are utilised as intended. Furthermore, these platforms 
often incorporate smart contracts that automatically execute transactions and ensure adherence 
to predefined conditions, thereby minimising risks and human error. The decentralised nature 
of these systems not only fosters a greater sense of community ownership over financial 
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processes but also contributes to broader social inclusion efforts (Avdukić & Smolo, 2024; 
Hudaefi, 2024). 

 
Decentralised platforms have evolved to support a wide range of financial activities 

beyond traditional zakat collection. They now facilitate microfinance, crowdfunding for small 
businesses, and investment in green projects aligned with the SDGs. This multifaceted role of 
blockchain in enhancing the functionality of Islamic social finance is a testament to the 
transformative potential of digital innovations when aligned with ethical, Shariah-compliant 
principles. These platforms, by enabling real-time, transparent, and secure financial 
transactions, are increasing the adoption of Islamic social finance measures globally. 
4.2.4 Integration of Sustainability Metrics and Digital Compliance Tools 

Another emerging trend in the digital transformation of the Shariah economy is the integration 
of sustainability metrics into digital compliance tools. Financial institutions are increasingly 
seeking to incorporate data-driven approaches that not only assess financial performance but 
also measure environmental, social, and governance (ESG) factors. This trend is particularly 
relevant in the realm of green sukuk and Islamic green finance. Digital tools that incorporate 
sustainability metrics allow for the creation of portfolios that are both profitable and socially 
responsible, in line with the dual imperatives of financial return and ethical investment (Hamza, 
2024; Faizi et al., 2024). 
  

Digital compliance tools equipped with advanced analytics are now capable of 
monitoring various indicators of sustainability, including carbon footprints, social impact 
scores, and governance standards. These tools help Islamic financial institutions ensure that 
their investment portfolios meet not only Shariah compliance requirements but also the 
rigorous standards associated with sustainable investing. By doing so, these institutions 
contribute to the broader global effort to achieve the SDGs while reinforcing the foundational 
ethical principles of Islamic finance. 
4.2.5 Emphasis on Collaborative Ecosystems and Standardisation 

Lastly, a significant trend in the current landscape of digital Islamic finance is the drive towards 
building collaborative ecosystems that span across various stakeholders. There is an increasing 
recognition that achieving full digital transformation in the Shariah economy requires active 
collaboration between banks, FinTech start-ups, regulatory bodies, and technology firms. 
These collaborative efforts are aimed at developing standardised digital protocols and 
frameworks that can be adopted on an international scale. 

 

Integrated ecosystems foster innovation by enabling the sharing of expertise and 
resources. Furthermore, they help in establishing uniform regulatory standards that can reduce 
the fragmentation visible in earlier periods of digital adoption. Collaborative initiatives have 
also focused on creating digital Shariah audit tools, which are essential for ensuring ongoing 
compliance and trust in digital Islamic finance operations (Shoev et al., 2024; Widjaja et al., 
2024). Standardisation across jurisdictions is increasingly seen as critical, particularly in the 
globalisation of Islamic finance in a digital context. 
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The literature consistently points to the fact that these emerging trends are interlinked 
and mutually reinforcing. The rise of digital banks is facilitated by advanced AI and big data 
applications; decentralised social finance platforms benefit from enhanced trust through 
blockchain and smart contracts; and integrated sustainability metrics help to bridge the gap 
between profit generation and ethical investment ideals. Together, these trends highlight the 
dynamic and rapidly evolving nature of the Shariah economy as it aligns itself with the 
imperatives of digital innovation and sustainable development. 

 
It is evident from the evolving literature that the intersection of digitalisation and 

Islamic finance is creating a transformative impact on the sector. Each developmental phase—
from the pioneering digitisation efforts in the early 2010s, through the FinTech revolution of 
the mid-2010s, to the current convergence of digital, ethical, and sustainable finance models—
has contributed unique insights and practical innovations that continue to shape the trajectory 
of the Shariah economy. The continuous stream of academic research underscores the vast 
potential and multifaceted nature of these themes, motivating further scholarly inquiry and 
practical advancements in the field of Islamic finance. 

 
The detailed exploration above confirms that the evolving landscape of digital Islamic 

finance is not only reshaping traditional financial structures but is also opening new avenues 
for sustainable development. The chronologically progressive themes and emerging trends 
provide a comprehensive picture of how digitalisation, combined with the core principles of 
the Shariah economy, is paving the way for a more inclusive, transparent, and environmentally 
responsible financial system. 
 

5. Discussion and Conclusion 

5.1 Analytical Synthesis of Key Themes 

The convergence of digitalisation and maqasid al-shariah marks a pivotal transformation in 
the Shariah economy, creating new pathways for sustainable development. Across the 
literature, three thematic strands emerge. First, values-aligned innovation is central to 
meaningful transformation. Blockchain-based zakat tracking, AI-assisted Shariah audits, and 
digital waqf platforms show promise in embedding transparency, fairness, and inclusivity—
core maqasid values, into financial systems. Yet, while some scholars emphasise these tools’ 
ability to democratise access and reduce inefficiency (Widjaja, 2024), others caution that rapid 
adoption without proper governance risks undermining Shariah compliance and ethical 
integrity (Kateb & Ftouhi, 2024). Second, implementation realities reveal uneven integration. 
Studies highlight clear efficiency gains and cost reductions (Meskovic et al., 2024), but also 
note regulatory bottlenecks, fragmented adoption, and inconsistent standards across 
jurisdictions. Comparative evidence from Malaysia and Indonesia suggests that regulatory 
clarity fosters institutional uptake, while community-led models excel in grassroots 
engagement, indicating that no single blueprint suits all contexts. 
Third, sustainability alignment is still emerging. While green sukuk and Islamic ESG 
instruments are gaining traction, concerns remain over inconsistent verification standards and 
the risk of “greenwashing.” The literature shows agreement on the potential of digital tools for 
impact monitoring, but debate persists over whether current frameworks sufficiently integrate 
environmental stewardship with Shariah economic objectives. 
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5.2 Contradictions and Unresolved Tensions 

The review reveals several theoretical and practical tensions. One is the balance between 
technological efficiency and ethical nuance. Algorithmic decision-making can enhance risk 
assessment and reduce bias, but may also obscure decision logic, challenging the Islamic 
emphasis on transparency. Another tension lies in global harmonisation versus local 
jurisprudence. Efforts to standardise digital Shariah compliance tools face the reality of diverse 
legal interpretations across regions, raising questions about the feasibility of universal digital 
governance models. Finally, there is a temporal gap between innovation and regulation, digital 
finance evolves faster than regulatory frameworks, creating compliance vulnerabilities and 
eroding stakeholder trust. 

5.3 Opportunities for Strategic Advancement 

Despite these challenges, the literature points to substantial opportunities for advancing the 
Shariah economy through digitalisation. Blockchain’s immutable ledgers and smart contracts 
can reinforce accountability in zakat, waqf, and green finance. AI-driven analytics can tailor 
financial products to underserved segments, enhancing financial inclusion while upholding 
ethical mandates. Integrated halal digital ecosystems—linking regulators, fintech innovators, 
and traditional institutions—can stimulate entrepreneurship, foster sustainable sectors like 
renewable energy, and embed corporate social responsibility into everyday financial practices. 
Crucially, harmonised international standards for digital Islamic finance could facilitate cross-
border transactions and position the Shariah economy as a competitive and ethical alternative 
in global markets. 

5.4 Conceptual Implications and Future Research 

The evolving body of work underscores that digitalisation’s role in the Shariah economy cannot 
be reduced to operational efficiency, it is fundamentally about reinforcing maqasid al-shariah 
in a digitised world. The integration of advanced technologies must be guided by frameworks 
that ensure inclusivity, environmental stewardship, and socio-economic justice, not merely 
profitability. Future research should prioritise longitudinal impact studies, cross-regional 
comparative analyses, and the development of unified Shariah–ESG assessment frameworks. 
There is also scope for participatory design approaches, involving Shariah scholars, 
technologists, and community stakeholders in co-creating digital tools that reflect both 
doctrinal fidelity and practical relevance. 

Conclusion 

Advancing the Shariah economy through digitalisation and innovation for sustainable 
development requires a careful synthesis of tradition and technology. The literature 
demonstrates that when digital tools are aligned with maqasid al-shariah, they can enhance 
transparency, expand financial inclusion, and embed sustainability into the economic fabric. 
However, these gains are contingent on resolving regulatory misalignments, mitigating ethical 
risks, and bridging digital divides. The future trajectory of the Shariah economy will depend 
on the sector’s ability to harness technological change not as an end in itself, but as a means to 
realise the ethical, social, and environmental imperatives that define Islamic economic thought. 
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In doing so, digital innovation can move beyond operational modernisation to become a 
transformative force for an inclusive, ethical, and sustainable global economy. 

In conclusion, digitalisation has been pivotal in transforming the Shariah economy, enhancing 
the efficiency and inclusivity of Islamic finance. Despite significant progress, the integration 
remains fragmented, with challenges stemming from regulatory uncertainties and the absence 
of comprehensive digital compliance frameworks. The convergence of Islamic FinTech with 
sustainable social finance initiatives has opened new pathways for innovation, particularly 
through emerging technologies like blockchain and AI. These findings underscore the need for 
adaptive governance and public-private collaborations to foster digital inclusivity and establish 
global standards. Future research should focus on longitudinal assessment of digital trends and 
the development of robust sustainability metrics tailored to Islamic finance to fully realise its 
potential in contributing to sustainable development. 
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