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Abstract

Purpose — This study critically examines online lending practices by
evaluating their compliance with Sharia principles. The research also
highlights the interplay between regulations, public digital-financial literacy,
and Sharia-based fintech innovation, and proposes a digital business model
that is fair, transparent, and sustainable.

Methodology — This research uses a descriptive qualitative literature review
by systematically analyzing primary and secondary sources. This analysis
followed systematic review guidelines through the stages of selection, data
reduction, thematic analysis, and contextual interpretation, ensuring validity,
timeliness, and relevance in synthesizing theory and empirical findings.

Findings — This research shows that although digital transformation in the
financial sector, particularly online lending, brings efficiency and wider
access, it also raises serious issues regarding Sharia compliance. By
integrating regulatory perspectives, digital-financial literacy, and Sharia
financial technology, this study research reveals a gap between Islamic
principles, such as the prohibition of usury, uncertainty, and exploitation,
and the reality of online lending practices.

Implications — This study highlights the urgent need for stricter regulations
to protect consumers and ensure Sharia compliance in online lending. The
Islamic fintech sector emphasizes the importance of developing business
models based on justice and sustainability, utilizing alternative contracts,
such as mudharabah and musyarakah.

Originality — This research contributes to originality by integrating
multidimensional perspectives—regulation, literacy, and Sharia-driven
fintech innovation—offering a more holistic view than prior studies. It also
reinforces the relevance of magasid al-shari‘ab as both a normative and a
practical foundation for ethical and inclusive fintech governance.
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Introduction

The rapid advancement of information and communication technology has contributed
significantly to the emergence of innovative ideas across various sectors, particularly in the
economic domain. One of the most notable developments is the rise of financial technology
(fintech), which represents innovation in financial services by integrating technology into financial
systems. According to Imanuel (2017), fintech enables more efficient financial service delivery,
whereas Bank Indonesia defines it as the application of technology in financial structures, resulting
in new products, services, and business models. This innovation has influenced financial stability,
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payment systems, and overall efficiency and security, which are subsequently regulated in Bank
Indonesia Regulation Number 19/12/PBI/2017, concerning the Implementation of Financial
Technology.

Fintech has revolutionized traditional business models, replacing the need for face-to-face
meetings and cash transactions with remote and instantaneous digital processes (Suharyati &
Ediwarman, 2020). In the context of domestic economic development, technological progress is
expected to enhance public welfare and contribute to more robust economic conditions (Raden &
Hartono, 2019). Among the most transformative innovations is peer-to-peer (P2P) lending, which
connects lenders and borrowers directly through online platforms (Priliasari, 2013). By 2018,
fintech companies had disbursed loans totaling IDR 22 trillion (Budiyanti, 2019). As of January 20,
2023, 102 tintech lending platforms were officially registered and licensed by the Financial Services
Authority (Otoritas Jasa Keuangan, OJK), including Kredit Pintar, Kredivo, Dana, Akulaku,
AdaKami, and Easycash (Otoritas Jasa Keuangan, 2023).

Online lending has become a popular choice for the public because of its perceived
efficiency, speed, and simplicity in managing financial transactions (Mukhtisar 2021). However, the
proliferation of unregulated online lending platforms poses serious risks, especially for financially
vulnerable individuals (Amtricia & Yasin, 2022). These illegal services often target users with
limited financial literacy, urgent financial needs, and consumptive lifestyles (Isnaini, 2021).
Employing manipulative marketing tactics, these platforms ensnare users without proper
consideration of the risks involved, often pushing them into cycles of debt (Hendriyo, 2019). Many
individuals also turn to such services due to the complexity and rigidity of conventional bank loan
procedures (Edi & Ismawati, 2019).

The Financial Services Authority reported that between 2018 and 2020, a total of 3,631
illegal online lending services were shut down, while legal platforms disbursed loans amounting to
IDR 155.9 trillion by the end of 2020 (Thoha, 2022). Despite its potential benefits, online lending
has led to issues such as abusive collection practices, unauthorized sharing of personal data, and
excessive interest rates—problems mostly associated with unlicensed platforms operating outside
regulatory frameworks (Hidayat et al., 2022; Pardosi & Primawardani, 2020).

In response to these challenges, the Indonesian Council of Ulama (Majelis Ulama
Indonesia, MUI) has issued several fatwas regarding online loans. It emphasizes that debt
agreements should be based on Zabarru’ (benevolence), in line with Sharia principles. Coercive debt
collection methods such as threats or public disclosure of personal information are strictly
prohibited. Similarly, delaying debt repayment despite having the means to pay is also considered
haram (Majelis Ulama Indonesia, 2021). According to DSN-MUI Fatwa No. 117/DSN-
MUI/I1/2018, Shatia-compliant online lending is permissible, provided that it adheres to specific
guidelines rooted in Islamic law. Borrowers must be well-informed about the legal, ethical, and
religious implications of such transactions (Anwar et al., 2020; Agung, 2021). Given the complex
dynamics between digital transformation in the financial sector, evolving business models, and the
controversies surrounding online lending practices, this study aims to explore these phenomena
through the lens of Islamic economics.

This study has several important differences from previous research. First, most prior
studies have focused on the regulatory aspects, financial literacy, and legitimacy of Islamic law in
online lending practices. However, this study secks to integrate these three issues within a broader
framework, namely, the digital transformation of the financial sector in the era of the Fourth
Industrial Revolution. Second, while earlier studies were largely normative and descriptive, this
study emphasizes critical analysis through a systematic qualitative descriptive literature review
approach.

Therefore, this study examines the extent to which online lending practices can be
comprehensively assessed from the perspective of Islamic economics by considering the dynamics
of regulation, society’s digital-financial literacy, and Sharia-based financial technology innovations.
Thus, this research not only reaffirms the prohibition of conventional online lending practices that
involve elements of usury (77ba) but also proposes a conceptual alternative in the form of integrating
Sharia principles with digital business models based on justice, transparency, and sustainability.
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Literature Review

Digital financial transformation within the context of the Fourth Industrial Revolution has driven
significant changes in online lending. In Indonesia, the rapid growth of fintech lending has become
a major phenomenon, yet it also raises dilemmas regarding regulations, consumer protection, and
compliance with Islamic economic principles.

First, regulation and consumer protection are of primary concern. Afif et al. (2023)
emphasize that the effectiveness of fintech lending regulations in Indonesia still faces challenges,
particularly in terms of supervision and compliance. This is reinforced by Budiyanti (2019) and
Jermy (2022), who highlight the proliferation of illegal fintech practices and their implications for
legal consumer protection. The Financial Services Authority (Otoritas Jasa Keuangan, 2023) also
released a list of licensed fintech lending companies as a preventive measure against illegal practices.
From a human rights perspective, Pardosi and Primawardani (2020) underlined the importance of
protecting users’ rights, which aligns with the urgency of personal data protection discussed by
Priliasari (2013).

Second, studies on public knowledge of online lending have revealed low levels of digital
financial literacy. Agung (2021) finds that the people of Surakarta have a limited understanding of
online lending mechanisms, whereas Widjaja (2022) reports similar findings in Jakarta. Shaikh and
Sharif (2024) further note that digital financial literacy, particularly among the younger generations,
strongly influences the adoption of digital financial services.

Third, several studies have examined the legitimacy of online lending from the perspective
of Islamic law. Isnaini (2021), Hidayat et al. (2022), and Thoha (2022) argue that many online
lending practices contradict Sharia principles, mainly due to the elements of riba, gharar, and
manipulative practices (Hendriyo, 2019). Anwar et al. (2020) and the Indonesian Council of Ulama
(MUI, 2021) refer to DSN-MUI Fatwa No. 117/DSN-MUI/IX/2018, which states that
conventional online lending is unlawful when it involves 7iba. Similarly, Amtricia and Yasin (2022)
found parallel issues in their analysis of the Shopee Paylater.

Fourth, the literature emphasizes sharia-based alternatives. Harjoni and Asmah (2024)
explore sharia-compliant peer-to-peer lending as an alternative to MSME financing, while Ibrahim
and Alenezi (2024) propose Qardh al-Hasan as a sustainable financing instrument. The principles of
mt’amalah (Yusof & Karim, 2022) and ethical boundaries in financial transactions (Zulkifli & Aziz,
2023) serve as essential foundations for designing Sharia-compliant digital lending models.

Fifth, theoretical studies on Islamic finance highlight points of convergence with modern
practices. Ahmad and Rahman (2020) and Franzoni and Allali (2018) stressed the integration of
Sharia principles with corporate social responsibility. Hasan et al. (2020), Alshater et al. (2022), and
Qudah et al. (2023) in their fintech literature reviews note that the vast potential of fintech in
Islamic finance must be balanced with appropriate regulation and sharia-based product innovation.

Sixth, the Fourth Industrial Revolution served as a catalyst for digital transformation. Arif
et al. (2020) highlight its implications for the Islamic finance industry, while Fahmi (2019)
underscores the importance of Quranic inspiration in the development of Islamic fintech.
Eskandarany (2024) and Rahman et al. (2024) emphasize the role of artificial intelligence and
blockchain in banking systems, which aligns with Dahdal et al. (2022), who point out the potential
of blockchain in Islamic finance. Tira (2025) also stresses that the digitalization of Islamic banking
presents both challenges and opportunities in this era.

Seventh, in terms of methodology, Grant and Booth (2009), Snyder (2019), and Tranfield
et al. (2003) provide systematic methodological foundations for literature reviews, whereas Braun
and Clarke (2006) and Miles et al. (2014) remain essential references for qualitative analysis. Overall,
the literature suggests that online lending practices within the framework of the Fourth Industrial
Revolution represent a complex phenomenon. On the one hand, it offers easier access to financing,
yet on the other, it raises issues of regulation, literacy, ethics, and Sharia legitimacy. Hence, Islamic
economic analysis is required to propose a framework that balances technological innovation,
consumer protection, and compliance with Sharia principles.
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Research Methods

This study uses a descriptive qualitative literature review approach that aims to critically evaluate
previous findings, conceptual ideas, and relevant knowledge related to digital transformation in the
financial sector, particularly in the context of Islamic economics and peer-to-peer lending practices
in the era of Industrial Revolution 4.0. This approach is widely used in socioeconomic research to
synthesize theoretical and empirical findings for a comprehensive understanding (Snyder, 2019).

This method is considered valid because it has been successfully applied in previous studies.
For example, Shaikh and Sharif (2024) used a descriptive qualitative literature review to examine
the development of technology-based Islamic finance, whereas Hasan et al. (2020) applied it to
analyze the implementation of Islamic fintech in Southeast Asia. Both studies demonstrated that
this method is effective for systematically combining empirical evidence and theory to generate
academic and practical recommendations.

This research process begins with the formulation of the research focus and questions, in
which the researcher defines the scope of research on digital financial transformation, Islamic
economic principles, and peer-to-peer lending practices. This stage is crucial to ensure a clear
research direction, as suggested by Grant and Booth (2009), that a literature review should begin
with a specifically defined research question to guide the search and selection of sources. Next, a
literature search was conducted using scientific databases such as ScienceDirect, SpringerLink,
Taylor and Francis, and ResearchGate with relevant keywords. This search process was conducted
systematically to minimize potential selection bias, as emphasized by Snyder (2019).

The next stage was the determination of inclusion and exclusion criteria, which limited the
literature to publications relevant to the topics of financial technology, peer-to-peer lending, and
Islamic economic principles, and published within the last five years (2019-2024) to ensure the
timeliness of the information. This approach is in line with the practice of Shaikh et al. (2022) in
their technology-based Islamic finance literature study. Subsequently, studies were screened and
selected based on the title, abstract, and full text of the articles to ensure their suitability with the
focus of the research. This study followed the systematic descriptive review guidelines outlined by
Tranfield et al. (2003).

After the literature was selected, data reduction was conducted by sorting and summarizing
key information covering the issues of financial digitization, peer-to-peer lending mechanisms, and
their compatibility with Sharia principles. This stage followed the guidelines of Miles et al. (2014),
which emphasize the importance of data reduction in the production of focused information. The
results of the data reduction were then presented in thematic and critical analysis forms to reveal
patterns and relationships between concepts. This thematic presentation technique refers to Braun
and Clarke (2006) approach, which is commonly used in descriptive qualitative research.

The next stage is contextual interpretation, which considers Indonesia's socioeconomic
conditions, regulatory dynamics, and related ethical challenges. This step aligns with the perspective
of Hasan et al. (2020), who emphasize the importance of incorporating local context into
descriptive literature analysis. Finally, this study concludes with the drawing of conclusions and
implications that formulate conceptual understanding and policy recommendations for the
development of regulations and academic literature in the field of Islamic economics and financial
technology. As emphasized by Snyder (2019), descriptive qualitative literature reviews can
contribute both theoretically and practically.

Results and Discussion

Digital transformation in the financial sector: An Islamic perspective

The rapid advancement of digital technology has significantly transformed various aspects of
human life, including those in the financial sector. Financial institutions are increasingly integrating
digital technologies to enhance efficiency, reduce errors, optimize workforce allocation, and
expedite processes. This shift towards a digital ecosystem is evident in the adoption of mobile
applications, Internet banking, and other innovative financial services (Shaikh & Sharif, 2024).
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The rapid spread of smartphones and always-on connectivity has reconfigured how
consumers buy, sell, and bank, accelerating the uptake of digital financial services. In Islamic
finance, this transformation is double-edged: digital rails widen access and efficiency, yet they must
be designed to avoid riba, gharar, and maysir while safeguarding justice and transparency. Recent
global reviews confirm that Islamic Fintech is now a mature research stream, with explosive growth
since 2015 and clear thematic clusters around financial inclusion, Shariah governance, and enabling
technologies (e.g., blockchain and Al). These studies argue that the sector’s digital evolution can
be positive if governance and product design remain tightly anchored to Shariah objectives (wagasid
al-shari ‘ah) (Qudah et al., 2023).

Within the broader Industry 4.0 toolbox, Al, big-data analytics, and cloud platforms have
already lifted core financial functions such as screening, monitoring, and auditing. High-quality
evidence from the accounting and auditing literature shows that Al and data-driven methods
strengthen controls and assurance when properly governed—capabilities directly relevant to
Shariah reviews and ex-post compliance testing in Islamic banks (Alshater, 2022). In Islamic
finance, a growing body of peer-reviewed work maps how Al can support Shariah compliance (e.g.,
automated flagging of impermissible revenue streams, real-time transaction monitoring, and
decision support for Shariah boards), as well as warnings about model explainability, bias, and the
need for explicit Shariah Al governance frameworks (Eskandarany, 2024).

Distributed ledger Technology (DLT) adds complementary strengths. Systematic reviews
of blockchain in banking highlight tamper-evident record-keeping and programmable execution
(smart contracts), which can hard-code contractual prohibitions and disclosure rules—features that
align with Islamic finance’s emphasis on transparency and risk-sharing. At the same time, scholars
stress interoperability, legal enforceability, and standardization as critical preconditions (Rahman et
al., 2024). Focusing on Islamic finance, legal-technical analyses argue that blockchain can help
harmonize divergent Shariah interpretations across jurisdictions and support truly asset-backed
structures (e.g., sukuk lifecycles), provided that tokenization, custody, and dispute-resolution layers
are Shariah- and law-compliant (Dahdal et al., 2022).

Pulling these threads together, international literature converges on a pragmatic view:
digitalization can expand the reach and ethical impact of Islamic finance, but only under robust
Shariah governance that integrates (i) algorithmic accountability for Al tools, (i) privacy-preserving
data architectures, and (iii) legally enforceable, transparent distributed ledger technology (DLT)
implementations. Bibliometric syntheses of Islamic FinTech underscore this balance of innovation
with guardrails placing financial inclusion and moral hazard mitigation at the center of the research
agenda (Qudah et al., 2023).

Despite these promising prospects, the adoption of Industry 4.0, a technology in Islamic
finance, is not without obstacles. Challenges include financial and regulatory constraints as well as
a shortage of skilled human capital in software development. Addressing these issues is crucial for
the successful implementation of digital transformation initiatives in the Islamic financial sector
(Arif et al., 2020).

In Indonesia, the digitalization of Islamic banking has significantly improved the efficiency,
accessibility, and compliance of financial services with Islamic principles. Technological advance-
ments, such as mobile banking, have enabled Islamic banks to thrive in the digital era while upholding
the values of justice, trust, and economic equity, as prescribed in Islamic teachings (Tira, 2025).

Furthermore, collaboration between banking and peer-to-peer (P2P) sectors drives digital
transformation in Islamic finance. This partnership supports micro, small, and medium enterprises
(MSME?¢) by providing efficient, low-cost alternatives to traditional financing, thereby promoting
financial inclusion and economic development (Harjoni & Savitri, 2024).

In conclusion, the digital transformation of the financial sector, particularly within Islamic
finance, offers significant benefits in terms of efficiency, accessibility, and compliance with the
Shariah principles. However, it also presents challenges that must be addressed through strategic
planning, regulatory support, and investments in human capital development. By navigating these
complexities, Islamic finance can harness the potential of digital technologies to foster inclusive
and ethical economic growth (Ardiansyah et al., 2023).
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Online lending: Business model and controversies

Regulations governing online lending practices in Indonesia are currently established by the
Financial Services Authority (Otoritas Jasa Keuangan, OJK) through Regulation Number
77/POJK.01/2016 concerning Technology-Based Lending Services and Circular Letter Number
18/SE. OJK.02/2017 regarding the governance and risk management of Information Technology
in lending services. Despite these regulations, the legal protection for users remains insufficient. A
major criticism is that sanctions apply only to lenders registered with OJK. Article 47 of the
regulation specifies administrative penalties, such as written warnings, fines, business restrictions,
and license revocation, but there is no clear legal action against unregistered fintech providers.
Moreover, license revocation often fails to halt operations (Afif et al., 2023).

Technological advancements have enabled the growth of peer-to-peer lending models that
allow individuals to lend and borrow directly, without going through traditional banks. P2P lending
offers an alternative for those seeking quick loans with simpler procedures and without collateral,
unlike conventional bank loans (Sari et al., 2021). This service is easily accessible via smartphone
apps anytime and anywhere, thereby attracting a broad user base. However, this convenience comes
with risks, especially due to high interest rates and potential legal issues arising from defaults,
according to the agreed terms (Jeremy, 2022). The main advantage of online loans is swift access
to funds without the complicated processes required by banks (Sari et al., 2021).

Nevertheless, the misuse of borrowers' personal data by some online lenders is frequent,
including intimidation during debt collection and the spread of private information to contacts
stored on the borrower’s phone, with even reports of sexual harassment related to these practices
(Widjaja, 2019). The number of victims of illegal online loans continues to increase due to weak
oversight and law enforcement (Anwar et al., 2020). Illegal online lending operations pose setrious
problems, such as potential money laundering and terrorism financing, data privacy violations, loss
of potential tax revenues, and social harm due to the lack of public understanding of fintech risks
(Ahmad & Rahman, 2020).

Furthermore, the non-performing loan (NPL) ratio in legal fintech reached 1.45% in 2018,
indicating greater risks for illegal lenders (Irawan & Kusuma, 2019). Low public awareness of the
legal status of fintech companies has resulted in many complaints about unethical debt collection
practices by online loan providers (Budiyanti, 2019). Addressing these challenges requires
comprehensive strategies, including responsive regulation development, improving human
resource quality, fostering inter-industry collaboration, and leveraging advanced technologies, such
as artificial intelligence and blockchain, to strengthen the internal security systems of fintech
platforms (Fahmi, 2019).

Online lending in Islamic commercial jurisprudence (Figh al-Mu'amalab)

Qard refers to aloan contract in which the borrower is obliged to return the exact principal amount
without any additional benefit or interest, with repayment either in a lump sum or installments over
an agreed period (Ahmad & Rahman, 2020). In Islamic finance, a Qard transaction is valid only if
all necessary conditions are met and fully comply with the Shariah rules; otherwise, the contract is
rendered invalid (Nasir & Zain, 2021). The fundamental principles of mwu'amalah in Islam, as
outlined by Yusof and Karim (2022), include the following: (1) all transactions are permissible
unless explicitly prohibited by the Qut’an and Sunnah, (2) transactions must be voluntary and free
from coercion, (3) justice and fairness must be upheld, (4) harmful actions and exploitation must
be avoided, and (5) transactions should generate societal benefits while preventing harm.
Correspondingly, prohibitions in mu'amalah comptise maisyir (gambling), gharar (excessive
uncertainty), baram (trading in forbidden goods), 77ba (usury), and bathi/ (invalid transactions)
(Zulkifli & Aziz, 2023).

The concept of Qardin Islamic finance has been widely examined in the academic literature,
particularly in relation to the implementation of »u# ‘amalah principles that exclude riba, gharar, and
maisyir. Ibrahim and Alenezi (2024) highlight Qard as a crucial instrument for strengthening Islamic
financial inclusion, especially for low-income communities, because of its non-commercial and
socially oriented nature as a benevolent loan. Najeeb and Lahsasna (2013) further emphasize that
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the validity of a Qard contract critically depends on fulfilling all 7ukun and syarat of the contract
under Islamic law, including mutual consent (Zaradhi) and clarity of the subject matter (ma 'qud ‘alaib),
aligning with Nasir and Zain (2021) assertion that failure to meet any of these conditions renders
the contract bathil.

From a regulatory perspective, Franzoni and Allali (2018) observe that many Islamic
financial institutions apply gard through gard hasan schemes as part of their Corporate Social
Responsibility (CSR) to promote economic empowerment. However, improper application, such
as imposing unauthorized additional charges, can blur the line between social financing and
commercial products, thereby risking Shariah noncompliance. Empirical findings by Hasan et al.
(2020) indicate that gard practices in the Islamic fintech sector require strict oversight to prevent
misuse, such as disguising interest as disproportionate “administrative fees.” These findings
reinforce the prohibition of 7iba as outlined in the mu’'amalah framework.

By integrating these scholarly insights, the discussion not only aligns with the foundational
principles of mu’'amalah but also rests upon recent, globally recognized research. This positions the
analysis as a credible and significant contribution to international academic discourse on embedding
Shariah principles into modern financial innovations.

Analysis of online loans from the perspective of Islamic economics
Fundamentally, gard is an agreement of mutual assistance in goodness between the borrower
(muqtarid) and lender (mugrid), aimed at facilitating acts of benevolence without any element of
exploitation. On the other hand, online loans are financial services operated through digital
platforms by companies or service providers, where borrowers only need to fill in their personal
data to apply for funds, which are then automatically transferred to their bank accounts (Anwar et
al. 2020; Syatarina & Muzammil, 2024).

From the perspective of Islamic economics, compliance with sharia principles is measured
through several muamalah principles, including:

1. The principle of brotherhood (#&huwah) emphasizes togetherness and mutual benefit, and
avoids the profit gained from another party’s loss. Although online loans aim to provide
capital or access to funds for the public, various field findings indicate that many borrowers
feel disadvantaged, meaning that the promised benefits are not fully realized for them
(Anwar et al., 2020).

2. 'The principle of justice (‘@dalah) requires the protection of all parties’ rights and prohibits
the elements of 7iba, zulm, maysir, gharar, and unlawful activities. In practice, online loans
often apply repayment systems that impose additional charges beyond the loan principal,
benefiting the lender but harming the borrower (Syafarina & Muzammil, 2024).

3. The principle of public interest (maslahah) demands that every economic activity brings
both global and spiritual benefits. However, unethical debt collection practicessuch as
intimidation and verbal harassmentcause tangible harm, thus contradicting the aim of
collective benefit. It is important to remind Muslims to avoid practices that cause harm
(Anwar et al., 2020).

4. 'The principle of balance in sharia transactions requires that profits are not enjoyed solely
by companies or capital owners, but are fairly shared among all stakeholders. However,
reality shows an imbalance: borrowers are burdened with additional fees, interest calculated
from the loan amount, and late payment penalties, which clearly benefit the service provider
more than the borrower (Syafarina & Muzammil, 2024).

5. The principle of universality requires that agreements are clear, mutually beneficial, and not
harmful to any party. Although service providers have the right to collect debt, the
dissemination of borrowers’ personal information without consent as a form of pressure
clearly contradicts Islamic ethics and violates privacy rights (Anwar et al., 2020).

In the sharia-based financial technology ecosystem, several types of contracts are
permissible, such as Mudbarabah (a partnership between a capital provider and an entrepreneur with
profit-sharing according to agreement and losses borne by the capital provider), Musyarakah (a
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partnership between two or more parties with capital contributions and profit-sharing according
to a predetermined ratio), Wakalah bi al-ujrah (delegation of authority with a fee), and Qard (a loan
with repayment according to agreement). DSN-MUI Fatwa No. 117/DSN-MUI/IX/2018 permits
information technology-based financing services as long as they do not violate sharia principles,
particularly the prohibition of 7ba and oppressive practices.

However, the analysis shows that in the practice of online loans using a gard contract, there
are several violations of the fatwa, including deductions of administrative fees from the loan
amount, the imposition of late payment penalties, and interest calculations that fall under the
category of riba. This demonstrates a gap between the ideality of sharia principles and the reality of
their implementation in the field (Anwar et al., 2020; Syafarina & Muzammil, 2024).

Conclusion

The findings of this research explicitly answer the research questions posed, namely, how the
dynamics of digital transformation in the financial sector—particularly online lending—can be
examined from the perspective of Islamic economics. The results show that although digital
technology brings efficiency, accessibility, and potential for financial inclusion, its implementation
in online lending practices still leaves serious issues regarding compliance with Sharia principles.
An in-depth analysis of regulations, figh al-mu’amalah literature, and DSN-MUI fatwas revealed a
gap between the ideals of Sharia principles (such as the prohibition of riba, gharar, and exploitation)
and the reality of online lending practices, which often cause harm to society.

Practically, this study offers important implications for policymakers and regulators. First,
there is an urgent need for stricter and more responsive regulations to oversee both legal and illegal
online lending providers, emphasizing consumer protection and compliance with Sharia. Second,
for the Islamic fintech industry, the findings highlight the importance of designing business models
based on the principles of justice, transparency, and sustainability, for instance, by applying
alternative Sharia contracts such as mudharabah ot musyarakah as substitutes for interest-based loans.

From a theoretical perspective, this research enriches academic discourse by integrating
three main dimensions—regulation, digital-financial literacy, and Sharia-based technological
innovation—into a comprehensive analytical framework. This approach provides a new perspective
compared to the previous literature, which tends to emphasize only one aspect. Moreover, the
research reaffirms the relevance of wagasid al-shari‘ah as a normative foundation for designing
ethical and inclusive financial technology governance.

However, this study had certain limitations. First, the analysis relies solely on a literature
review and regulatory analysis, without empirical field data that could provide more detailed
insights into the direct experiences of society or industry actors. Second, this research focuses on
the Indonesian context; therefore, generalizing the findings to a global scale must be approached
with caution.

Based on these limitations, future research is suggested to: (1) conduct empirical studies
based on surveys or interviews to capture user and industry experiences in both Sharia-compliant
and conventional online lending, (2) expand the analysis with a comparative cross-country
approach to identify best practices in regulation and Islamic fintech implementation, and (3) further
explore the integration of emerging technologies such as Artificial Intelligence and blockchain in
Islamic fintech systems, particularly concerning governance, transparency, and consumer
protection. In conclusion, this research contributes not only to the academic understanding of the
relationship between digital transformation and Islamic economics but also provides practical
guidance for regulators, industry, and researchers in developing an inclusive, ethical, and Sharia-
compliant fintech ecosystem.
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