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Abstract

Introduction: In the present era, digital technologies have brought about fun-
damental transformations in financial and banking systems, and Islamic digital
banking is emerging and developing as a combination of modern technologies and
Sharia principles. This research aims to design an Islamic digital banking business
model based on Sharia principles by examining and integrating three approaches:
jurisprudence, technology, and digital economy.

Methodology: The present study is applied in nature and employs a mixed-meth-
ods (qualitative-quantitative) approach. In the qualitative phase, semi-structured
interviews were conducted with 17 experts in monetary, financial, and academ-
ic fields. Data analysis was performed using thematic analysis and Interpretive
Structural Modeling (ISM). In the quantitative section, the PLS Structural Equa-
tion Modeling method was used to evaluate the designed model.

Findings: The qualitative findings indicated that the model consists of 30 basic
themes, 9 organizing themes (including: Islamic digital banking infrastructures,
human capital and culture, cybersecurity in Islamic digital banking, stakeholder
interaction, alignment with the Islamic digital economy, Sharia and jurisprudence
in digital banking, jurisprudential digital economy, and social consequences), and
1 overarching theme, derived from 160 open codes. Subsequently, using Interpre-
tive Structural Modeling, Sharia and regulatory policymaking, as well as the rela-
tionships among themes, were discovered and prioritized across five levels. The
quantitative findings also showed that the designed model has acceptable fitness,
and there is a significant relationship between the model and various factors.
Conclusion: The designed model for Islamic digital banking demonstrates that the
realization of this system requires the simultaneous integration of three approaches:
jurisprudence, technology, and digital economy. According to the findings, “Sharia
and regulatory policymaking” has the highest priority in implementing this model.
Quantitative validation also confirmed that the proposed model has acceptable fitness.
This model provides practical guidance for banks and financial institutions seeking to
successfully implement digital banking in compliance with Islamic rulings.
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Extended Abstract

1. Introduction

The digital economy is recognized as one of the most important finan-
cial and economic concepts in today’s world, encompassing all activities,
interactions, and transactions carried out through emerging technologies.
The term “digital economy” has grown significantly in recent years and re-
fers to a type of activity that has transformed conventional banking practices
through the use of digital tools. In recent years, the growth of Islamic banks
has attracted global attention due to their role in expanding financial inclu-
sion and providing financial solutions aligned with religious principles for
both Muslims and non-Muslims. An Islamic bank is a financial institution
that operates in accordance with the principles of Islamic Sharia. Therefore,
digitizing Islamic banking will bring countless opportunities for the growth
of the industry. In addition to offering many other benefits, digitalization
enhances Islamic banks’ compliance with regulatory requirements and their
risk management capabilities. Moreover, the monitoring and control capa-
bilities of regulatory and supervisory authorities increase due to the result-
ing operational efficiency and effectiveness. With the development of digi-
tal technologies and massive transformations in the financial sector, digital
banking has become one of the main global branches. Meanwhile, Islamic
banking, as a financial system based on Sharia principles, requires new busi-
ness models that are aligned with modern technologies and consistent with
Islamic standards.

2. Research Methodology

The present research is exploratory (seeking to construct concepts, pat-
terns, and frameworks). In terms of orientation, it is fundamental; in terms of
research philosophy, it follows the pragmatism paradigm; and its main strat-
egy is methodological pluralism, simultaneously employing two strategies,
based on a qualitative approach combined with thematic analysis and struc-
tural-interpretive modeling (ISM), as well as a quantitative approach. In the
first part, using thematic analysis, the main themes related to the concept of a
Sharia-based Islamic digital banking business model are extracted. Then, in
the next step, the extracted themes are leveled according to the process rec-
ommended in the ISM method, and the relationship model among the main
themes is derived. The data required for a research design can be collected
both through library methods and literature review, as well as through field
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methods such as questionnaires, interviews, and so on. To collect information
in the thematic analysis section of this study, expert interviews were used,
and in the ISM section, a researcher-made questionnaire was employed. Ac-
cording to the research objective, the questionnaire was provided to experts
and opinion leaders in line with the research topic. Therefore, the statistical
population of the present study consists of experts and specialists in the field
of economics and banking. In the thematic analysis section of this research,
interviews were conducted with experts selected based on theoretical satura-
tion and snowball sampling, totaling 17 individuals. Structural-interpretive
modeling is an interactive learning process in which a set of various and in-
terrelated elements is structured within a comprehensive systematic model.
This method falls under the domains of mathematical sciences, graph theory,
social sciences, group decision-making, and computer science. ISM helps
establish order in the complex relationships among the elements of a system
and identifies the internal relationships of variables. It is a suitable technique
for analyzing the influence of one variable on others. As an interpretive
method, it seeks to provide a judgment from group decision-making regard-
ing the relationships among variables. ISM is an interpretive model because
it is the group’s judgment that determines which elements are related to each
other and how. On the other hand, it is also a structural model, meaning that
based on the existing relationships, an overall structure of the complex set
of elements is extracted. Finally, the relationships among the elements and
the overall structure are visualized and presented in a graphical model. In the
final stage, descriptive statistics were analyzed using SPSS software, and in
the inferential section, structural equation modeling (SEM) using Smart PLS
software was employed to validate the model.

3. Research Findings

In the first step, to become familiar with the data, all data obtained from
interviews regarding the Sharia-based Islamic digital banking business mod-
el were reviewed. After repeated reviews, in the second step, 160 open codes
were extracted. In the next step, basic themes emerged from the analysis and
synthesis of the noted statements. Subsequently, in the fourth step, with the
formation of 30 basic themes, 9 organizing themes were determined. In the
fifth step, the themes and patterns within the data are identified using either
an inductive approach (bottom-up) or a theoretical-deductive approach (top-
down). In the inductive approach, the identified themes are more closely re-
lated to the data themselves and are derived from the collected data, whereas
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in the theoretical-deductive approach, the data arise from the researcher’s
theoretical interest in the subject and emerge from the research background.
Research on a topic is typically conducted when there are few existing theo-
ries on that subject. In such cases, it is better to adopt an inductive approach.
Therefore, in this study, the inductive approach was used to extract basic,
organizing, and overarching themes. The 30 basic themes, 9 organizing
themes, and 1 overarching theme resulting from 160 open codes concerning
the Sharia-based Islamic digital banking business model are presented in the
following table.

4. Conclusion

The extensive transformations that have emerged in the field of modern
digital technologies in recent decades have fundamentally reshaped finan-
cial and banking systems worldwide. In such an environment, Islamic bank-
ing, in order to survive and progress, is inevitably required to adapt itself to
these changes and harness the potential of emerging technologies to achieve
its Sharia and economic objectives. Islamic digital banking is essentially a
combination of three key elements: Sharia principles, information and com-
munication technology (ICT), and digital economy concepts. Designing an
efficient business model for Islamic digital banking necessitates a precise
understanding and appropriate integration of these three domains, so that, on
one hand, it meets the contemporary needs of customers, and on the other
hand, it ensures Sharia legitimacy.
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