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ABSTRACT 
The development of the digital economy has fundamentally transformed the way businesses create value, 
interact with consumers, manage resources, conduct transactions, and compete in increasingly 
interconnected markets. Digital platforms, electronic commerce, financial technology, artificial 
intelligence, big data, digital marketing, and automated business processes provide significant 
opportunities for Islamic businesses to improve efficiency, expand market access, and develop innovative 
products and services. However, digital transformation also generates complex challenges concerning 
Shariah compliance, transparency, consumer protection, data responsibility, contractual certainty, 
business ethics, and the legitimacy of innovative business models. This study examines the relationship 
between innovation and Shariah compliance in Islamic business management within the digital economy. 
The research aims to analyze how Islamic business managers can pursue technological and business 
innovation while maintaining consistency with Islamic principles. This study employs a qualitative library 
research method using secondary sources consisting of academic books, peer-reviewed journal articles, 
scholarly publications, and relevant authoritative sources concerning Islamic business management, 
Islamic economics, Shariah principles, digital economy, Islamic fintech, e-commerce, digital marketing, 
and technological innovation. The collected sources are analyzed through a descriptive-analytical 
approach involving identification, categorization, interpretation, comparison, and synthesis of relevant 
concepts. The findings demonstrate that innovation and Shariah compliance should not be positioned as 
opposing objectives. Innovation can become an instrument for creating broader economic and social 
benefits when it is guided by principles of justice, transparency, trust, responsibility, avoidance of harm, and 
legitimate economic activity. At the same time, Shariah compliance in the digital economy should not be 
understood merely as a restrictive mechanism but as an ethical framework that provides direction for 
responsible innovation. The study concludes that sustainable Islamic business management in the digital 
economy requires an integrated managerial approach in which technological advancement, commercial 
objectives, and Shariah principles operate simultaneously rather than independently. 
Keywords: Islamic Business Management, Digital Economy, Innovation, Shariah Compliance, Digital 
Business, Islamic Economics, Business Ethics 

 
 
 

INTRODUCTION 
The emergence of the digital economy has changed the structure and dynamics of 

contemporary business in ways that extend far beyond the adoption of digital technologies. 
Digitalization has transformed how businesses identify market opportunities, develop 
products, communicate with customers, organize supply chains, process payments, manage 
employees, and evaluate performance. Businesses can now reach consumers across 
geographical boundaries without establishing conventional physical distribution networks, 
while consumers can compare products, prices, reputations, and services almost 
instantaneously. Digital platforms have also enabled the emergence of new business models 
based on marketplaces, subscriptions, peer-to-peer services, digital content, algorithmic 
recommendations, online financial services, and data-driven commercial strategies. These 
developments have created substantial opportunities for business growth, but they have 
simultaneously generated questions concerning the ethical and legal boundaries of innovation, 
particularly for businesses that seek to operate according to Islamic principles. The digital 
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transformation of business creates a particularly important challenge for Islamic business 
management because technological innovation often develops more rapidly than conventional 
regulatory and conceptual frameworks (Arifyanto et al., 2025). New forms of transactions may 
emerge before their legal and ethical implications are fully understood. Digital platforms can 
facilitate transactions between parties who never meet physically, automated systems can 
determine prices or recommendations, and artificial intelligence can influence consumer 
behavior without direct human intervention. Digital assets, electronic contracts, online 
financing, algorithmic decision-making, and platform-based business models also create new 
forms of economic interaction that may not have direct equivalents in traditional commercial 
practices. Islamic business managers therefore face the challenge of interpreting contemporary 
innovations through principles that emphasize lawful economic activity, fairness, 
transparency, mutual consent, responsibility, and the prevention of harm. 

Innovation itself is not inherently incompatible with Islamic principles. Throughout 
Islamic intellectual and economic history, human beings have been encouraged to utilize 
knowledge and resources for beneficial purposes. The fundamental concern is not whether a 
business uses new technology but whether the technology and the business model are used in 
a manner consistent with ethical and Shariah principles. This distinction is essential because 
an overly restrictive interpretation of Shariah compliance could create the impression that 
Islamic businesses must avoid technological innovation. Such an approach would be 
problematic because digitalization is increasingly integrated into almost every dimension of 
economic life. Islamic business management must therefore develop the capacity to 
distinguish between technological innovation as a neutral instrument and business practices 
that may create ethical or Shariah-related problems. The relationship between innovation and 
Shariah compliance becomes more complex when digital technologies alter the structure of 
economic relationships. In traditional commerce, the parties to a transaction can often identify 
one another, observe the product directly, negotiate terms, and complete payment through 
established mechanisms. Digital commerce can remove or modify many of these elements. 
Consumers may purchase products based on images and descriptions rather than physical 
inspection. Sellers may operate through platforms that control communication and payment 
systems. Algorithms may determine which products consumers see first. Electronic contracts 
may be accepted with a simple click, and payment may occur through intermediaries that 
process transactions automatically. These characteristics create efficiency but also require 
careful consideration of transparency, consent, contractual certainty, and consumer 
protection (Bashori et al., 2024). 

One of the most important dimensions of Islamic business management in the digital 
economy is the concept of transparency. Digital platforms provide organizations with 
unprecedented capacity to collect, process, and distribute information. This can improve 
transparency because consumers can access more information about products, prices, reviews, 
and business reputations. However, digital systems can also create information asymmetry 
when businesses control information that consumers cannot easily verify. Product 
descriptions may be exaggerated, reviews may be manipulated, algorithms may prioritize paid 
content, and promotional strategies may obscure important contractual conditions. From an 
Islamic perspective, transparency is closely connected to honesty and the prohibition of 
deceptive business practices. Therefore, digital innovation should increase the quality and 
accessibility of information rather than become a mechanism for exploiting informational 
advantages. Consumer behavior has also changed significantly in the digital economy. 
Consumers are increasingly influenced by personalized advertising, recommendation 
algorithms, influencer marketing, limited-time promotions, and social media content. These 
tools can help businesses reach appropriate markets more efficiently, but they can also 
encourage excessive consumption or manipulate consumer psychology. Islamic business 
management must therefore consider the ethical boundaries of digital marketing. Marketing 
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should provide useful information and communicate legitimate value rather than intentionally 
misleading consumers or exploiting their vulnerabilities. The development of increasingly 
sophisticated marketing technologies makes this issue particularly important because the 
ability to influence consumer behavior is becoming more precise and less visible (Taufik 
Syamlan et al., 2026). 

Another significant challenge concerns data. Data have become one of the most 
valuable resources in the digital economy because organizations can use consumer information 
to develop products, personalize marketing, predict demand, optimize operations, and 
improve decision-making. However, the collection and utilization of data create ethical 
questions concerning privacy, consent, security, ownership, and potential misuse. Within an 
Islamic framework, information entrusted to an organization can be understood in relation to 
the broader concept of amanah. Businesses that collect customer information have a 
responsibility to use that information appropriately and protect it from misuse. Data 
management should therefore not be treated merely as a technical issue but also as an ethical 
dimension of Islamic business management. Financial technology provides another important 
context in which innovation and Shariah compliance intersect. Digital payment systems, peer-
to-peer financing, crowdfunding, mobile banking, and other financial technologies have 
expanded access to financial services and created opportunities for more efficient economic 
interaction. At the same time, some digital financial models may involve elements that require 
careful Shariah consideration, including interest, excessive uncertainty, speculative behavior, 
or contractual structures that may not adequately reflect Islamic principles. Islamic business 
managers operating within the financial technology sector must therefore understand both 
technological mechanisms and Shariah requirements. Compliance cannot be added after a 
product has already been designed; it should be considered from the beginning of the 
innovation process (Putri, 2025). 

The same challenge applies to e-commerce. Electronic commerce can significantly 
expand the market opportunities of Muslim entrepreneurs and Islamic businesses, including 
small and medium-sized enterprises. A business can sell halal products to consumers in 
different regions without relying on conventional physical retail infrastructure. Digital 
platforms can also reduce barriers to market entry and enable smaller businesses to compete 
with larger organizations. However, the digital environment can make it more difficult for 
consumers to verify the authenticity of halal claims, the origin of products, the integrity of 
supply chains, and the reliability of sellers. This creates a need for stronger transparency and 
traceability mechanisms within Islamic digital commerce. The concept of halal itself therefore 
acquires broader significance in the digital economy. In a traditional context, halal may be 
associated primarily with the status of a product or ingredient. In a digitally integrated 
business environment, however, the broader business ecosystem becomes increasingly 
relevant. The halal character of a product may depend not only on its ingredients but also on 
how it is produced, stored, transported, marketed, financed, sold, and represented to 
consumers. Digital technologies can strengthen this ecosystem by providing traceability, 
certification information, supply chain monitoring, and transparent product histories. Yet 
these technologies must be implemented accurately and responsibly to ensure that digital 
representations correspond to actual business practices (Qizam et al., 2025). 

The increasing role of artificial intelligence also creates new managerial challenges. 
Artificial intelligence can support demand forecasting, customer service, recruitment, fraud 
detection, pricing, inventory management, and marketing personalization. These capabilities 
can improve organizational efficiency and create new forms of innovation. However, 
algorithmic systems may also reproduce bias, produce opaque decisions, manipulate 
consumers, or create unequal outcomes. An Islamic approach to digital innovation must 
therefore ask not only whether artificial intelligence improves efficiency but also whether its 
use is fair, transparent, responsible, and beneficial. The ethical evaluation of technology 
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becomes increasingly important as decision-making processes become more automated. 
Shariah compliance in this context should not be interpreted narrowly as a checklist of 
prohibited and permitted transactions. Although compliance with explicit legal and 
contractual requirements remains essential, the broader spirit of Islamic business 
management includes values such as justice, trust, honesty, responsibility, mutual benefit, and 
prevention of harm. These values provide a broader ethical foundation for evaluating emerging 
technologies and business models. A digital business may technically satisfy certain formal 
requirements while still creating significant ethical concerns if it systematically manipulates 
consumers, exploits workers, or uses personal data irresponsibly. Therefore, the Islamic 
approach should combine formal Shariah compliance with substantive ethical responsibility 
(Amrullah et al., 2025). 

This issue also raises questions concerning the role of managers. Digital business 
environments require managers to make decisions under conditions of rapid technological 
change and uncertainty. Managers may not always possess sufficient knowledge to evaluate 
the Shariah implications of emerging technologies. Conversely, Shariah experts may not fully 
understand the technical mechanisms of new digital systems. This creates a need for 
interdisciplinary collaboration between business managers, technology specialists, Islamic 
scholars, legal experts, and other relevant professionals. Effective Islamic business 
management in the digital economy requires a shared understanding of both innovation and 
Shariah principles rather than treating them as separate areas of expertise. The challenge of 
balancing innovation and Shariah compliance is particularly significant for Muslim 
entrepreneurs and Islamic businesses seeking to compete in global markets. If Shariah 
compliance is interpreted as an obstacle to innovation, Islamic businesses may lose 
opportunities to develop competitive products and services. On the other hand, if innovation 
is pursued without adequate ethical consideration, businesses may compromise the values 
that distinguish Islamic business management. The appropriate approach is therefore not to 
choose between innovation and compliance but to develop innovation within an ethical 
framework that preserves Islamic principles while responding to contemporary market needs 
(Irawan, 2023). 

This study examines Islamic business management in the digital economy by focusing 
on the relationship between innovation and Shariah compliance. The research seeks to 
understand how Islamic businesses can utilize digital technologies and develop innovative 
business models while maintaining ethical and Shariah-based responsibilities. The analysis 
considers digital commerce, financial technology, digital marketing, data management, 
artificial intelligence, transparency, consumer protection, and organizational governance as 
interconnected dimensions of the broader transformation of Islamic business management. 
The significance of this study lies in the need to strengthen the conceptual foundations of 
Islamic business management in response to technological transformation. Digitalization is 
not simply a technological phenomenon; it changes the relationships between businesses and 
stakeholders and creates new forms of economic power. Islamic business management must 
therefore develop principles that are sufficiently grounded in Islamic teachings while 
remaining responsive to contemporary technological realities. By examining innovation and 
Shariah compliance together, this study seeks to demonstrate that Islamic business 
management can contribute to the development of a digital economy that is technologically 
innovative while remaining ethically responsible and socially beneficial. 
 
METHOD 

This study employs a qualitative library research method to examine Islamic business 
management in the digital economy, particularly the relationship between innovation and 
Shariah compliance. The use of library research is appropriate because the study focuses on 
conceptual, normative, and theoretical issues that require an examination of existing scholarly 
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discussions rather than the collection of primary empirical data. The research does not employ 
surveys, interviews, observations, experiments, or statistical analysis. Instead, it examines 
secondary sources that provide theoretical explanations and normative interpretations 
concerning Islamic business management, digital transformation, business ethics, Shariah 
principles, and technological innovation. The sources used in this research consist of academic 
books, peer-reviewed journal articles, scholarly publications, and authoritative materials 
related to Islamic economics, Islamic business management, Shariah principles, digital 
business, e-commerce, financial technology, digital marketing, artificial intelligence, data 
management, organizational governance, and business ethics. The literature was selected 
based on its relevance to the central research problem, namely the challenge of integrating 
technological innovation with Islamic ethical and Shariah requirements. Classical Islamic 
concepts were considered to establish the normative foundations of business conduct, while 
contemporary academic discussions were used to understand the changing characteristics of 
the digital economy (Assyakurrohim et al., 2022). 

The analytical process involved identification, categorization, interpretation, 
comparison, and synthesis of relevant concepts. The identification process focused on 
recurring concepts associated with innovation, Shariah compliance, digital transactions, 
transparency, trust, consumer protection, data responsibility, and business ethics. These 
concepts were then categorized according to their implications for managerial decision-
making and organizational practices. Interpretation was used to understand the meaning of 
Islamic principles in relation to contemporary digital business conditions. Comparison was 
conducted between conventional approaches to digital innovation and the ethical orientation 
of Islamic business management, while synthesis was used to develop an integrated 
conceptual understanding of how innovation can be pursued without undermining Shariah 
principles. The study does not employ a systematic literature review, PRISMA procedure, 
bibliometric analysis, or meta-analysis. The purpose of the research is not to statistically 
aggregate previous studies but to critically examine concepts and arguments relevant to the 
relationship between innovation and Shariah compliance. The library research method is 
therefore used to construct a descriptive-analytical interpretation that connects Islamic 
principles with contemporary digital business practices. 

The analysis focuses particularly on the principles of tawhid, amanah, justice, honesty, 
transparency, mutual consent, prevention of harm, and maslahah. These principles are 
examined in relation to contemporary technologies and business models in order to 
understand how Islamic values can provide ethical direction for innovation. The method 
ultimately seeks to identify the conceptual conditions under which digital innovation can 
contribute to business development while remaining consistent with the normative and 
ethical foundations of Islamic business management. 

 
RESULTS AND DISCUSSION 
RESULTS 

The findings indicate that innovation and Shariah compliance should not be 
understood as inherently contradictory dimensions of Islamic business management. Digital 
innovation provides businesses with new ways to create value, improve efficiency, expand 
market access, and respond to changing consumer needs. Shariah compliance, meanwhile, 
establishes ethical and legal boundaries within which such innovation should occur. The 
relationship between the two is therefore complementary rather than oppositional. 
Innovation provides the means through which businesses can respond to technological and 
market changes, while Shariah principles provide guidance concerning the legitimacy, 
fairness, transparency, and consequences of those innovations. The analysis demonstrates that 
the central challenge is not the use of technology itself but the business practices enabled by 
technology. Digital technologies are generally instruments that can be used for different 
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purposes. The same platform can facilitate legitimate commerce or deceptive practices, 
depending on how it is designed and managed. Artificial intelligence can improve customer 
service and operational efficiency, but it can also be used to manipulate consumer behavior. 
Data analytics can help organizations improve products, but it can also facilitate intrusive 
surveillance. Digital payment systems can increase financial inclusion, but certain financial 
structures may raise Shariah concerns. Therefore, Shariah evaluation must focus on both the 
technology and the manner in which it is incorporated into business activity (Nusantara et al., 
2026). 

The findings reveal that digital transformation requires Islamic business managers to 
adopt a broader understanding of compliance. Compliance should include attention to the 
legality of contracts and transactions but should also consider the ethical consequences of 
business processes. In digital commerce, for example, an organization may need to ensure that 
product information is accurate, contractual conditions are understandable, prices are 
transparently presented, payment mechanisms are legitimate, and consumer rights are 
protected. The digital environment makes these considerations particularly important 
because consumers may have limited opportunities to verify information before completing a 
transaction. Transparency emerges as one of the most significant requirements for Islamic 
digital business management. Digital platforms can create substantial information asymmetry 
because businesses often possess more knowledge about products, algorithms, pricing 
mechanisms, data practices, and contractual conditions than consumers. This informational 
advantage creates opportunities for manipulation. Islamic principles of honesty and fairness 
require businesses to minimize such asymmetry by communicating relevant information 
clearly and accurately. Transparency is therefore not simply a technical feature of digital 
platforms but an ethical responsibility of businesses (Wahyudi et al., 2025). 

The analysis also demonstrates that trust has become an increasingly valuable 
organizational asset in the digital economy. Physical interaction between businesses and 
consumers is often limited in digital transactions, meaning that consumers must rely heavily 
on digital information, platform reputation, customer reviews, certification, and security 
mechanisms. In Islamic business management, trust is closely connected to amanah. 
Businesses that consistently provide accurate information, protect customer data, fulfill 
contractual obligations, and respond responsibly to complaints can develop stronger 
stakeholder trust. This trust can become a significant source of long-term competitiveness. 
The findings further indicate that digital marketing presents both opportunities and ethical 
risks. Digital platforms enable businesses to target specific consumer groups with highly 
personalized advertising. This can improve marketing efficiency and reduce unnecessary 
promotional costs. However, the same capability can be used to exploit psychological 
vulnerabilities, create artificial urgency, conceal important information, or encourage 
excessive consumption. Islamic business management requires marketing practices to remain 
consistent with honesty and fairness. Promotional communication should represent the actual 
value and characteristics of products rather than intentionally creating false perceptions. 

Influencer marketing represents another area in which transparency becomes 
particularly important. Consumers may interpret recommendations from influencers as 
personal opinions rather than paid promotional communication. When commercial 
relationships are concealed, consumers may be misled about the independence of the 
recommendation. An Islamic ethical approach would emphasize the importance of 
transparency concerning commercial interests. The credibility of digital marketing should 
therefore be based on truthful communication rather than hidden persuasion. The analysis 
also reveals that e-commerce creates substantial opportunities for Islamic businesses, 
particularly small and medium-sized enterprises. Digital platforms can reduce geographical 
barriers and allow businesses to reach broader consumer markets. Halal products can be 
marketed to consumers in different regions, and entrepreneurs can build specialized 
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businesses around Islamic lifestyle products and services. However, the expansion of digital 
markets also increases the need for reliable verification of halal claims. Consumers may not be 
able to physically inspect products or directly evaluate production processes. Digital 
certification, traceability, and transparent supply chain information can therefore strengthen 
consumer confidence (Ramashar & Khairunnisa, 2025). 

The concept of halal in digital business consequently extends beyond the physical 
characteristics of products. The findings indicate that consumers increasingly require 
confidence concerning the entire value creation process. Product sourcing, manufacturing, 
logistics, storage, marketing, payment, and customer service can all influence perceptions of 
business integrity. Digital technologies can facilitate this broader understanding by allowing 
businesses to provide information about production processes, certifications, suppliers, and 
distribution channels. However, such systems must be based on accurate information because 
digital transparency becomes meaningless if the underlying data are unreliable. Financial 
technology is another area in which innovation must be carefully integrated with Shariah 
requirements. Digital financial services can increase access to financing, simplify payments, 
and support entrepreneurial activity. Islamic financial technology can potentially expand the 
reach of Shariah-compliant financial products and make them more accessible to consumers. 
Nevertheless, the digital format of a transaction does not automatically make the underlying 
contract Shariah-compliant. The economic substance of the transaction remains important. 
Managers must therefore evaluate the structure, risk allocation, contractual obligations, and 
financial mechanisms of digital products rather than focusing solely on their technological 
sophistication (Asyiqin, 2025). 

The findings also demonstrate that smart contracts and automated transactions raise 
questions concerning contractual certainty and mutual consent. Automation can improve 
efficiency by reducing transaction costs and eliminating certain administrative procedures. 
However, digital contracts should still provide parties with sufficient information concerning 
rights, obligations, prices, risks, and conditions. Automation should not eliminate meaningful 
consent or obscure contractual responsibilities. Islamic business management therefore 
requires technological efficiency to remain subordinate to the fundamental requirement of fair 
and understandable transactions. Data management emerges as another critical dimension of 
Shariah-oriented digital business. Organizations increasingly collect large amounts of 
personal and behavioral information from consumers. While such data can generate valuable 
insights, businesses have an ethical responsibility to use the information appropriately. The 
concept of amanah provides a useful foundation for understanding data stewardship because 
information entrusted to an organization should not be exploited beyond legitimate purposes. 
Businesses should therefore establish responsible practices concerning data collection, 
storage, access, sharing, and security. 

The findings indicate that privacy should be considered part of responsible digital 
business management. Consumers may agree to data collection without fully understanding 
how their information will be used, particularly when privacy policies are complex or difficult 
to understand. Formal consent may therefore not always be sufficient to establish genuine 
transparency. Islamic business management should encourage businesses to communicate 
data practices in accessible ways and avoid collecting information that is unnecessary for 
legitimate business purposes. Responsible data governance can strengthen consumer trust 
and reduce the risk of harm. Artificial intelligence introduces a further layer of complexity. AI 
systems can improve business decision-making by processing large quantities of information 
and identifying patterns that humans may not easily detect. However, automated systems can 
also produce biased outcomes, make decisions that are difficult to explain, and influence 
individuals without their full awareness. From an Islamic perspective, the use of AI should 
therefore be evaluated through principles of justice, transparency, responsibility, and 
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prevention of harm. Efficiency alone cannot justify an algorithmic system if its outcomes 
systematically disadvantage certain stakeholders. 

The findings also suggest that managers must recognize that technological neutrality 
has practical limits. Although technology itself may not possess moral intentions, the design 
and deployment of technology reflect human decisions. Managers determine what data are 
collected, what objectives algorithms optimize, which consumers are targeted, and what risks 
are accepted. Consequently, technological innovation remains subject to managerial 
responsibility. Islamic business management must therefore incorporate ethical 
considerations into technology governance rather than assuming that ethical issues can be 
addressed after implementation (Afdawaiza et al., 2024). The analysis demonstrates that 
Shariah compliance can provide an important source of differentiation for Islamic digital 
businesses. In highly competitive digital markets, consumers may experience uncertainty 
concerning product authenticity, seller reliability, payment security, and business practices. 
A credible commitment to Shariah principles can provide an additional basis for trust, 
particularly when supported by transparent governance and verifiable business practices. 
However, this advantage depends upon authenticity. Businesses cannot rely on Islamic 
branding alone. Shariah-oriented claims must be supported by actual operational practices. 

The findings also reveal that the role of Shariah governance becomes increasingly 
important as digital business models become more sophisticated. Managers may encounter 
products and services for which existing interpretations are not immediately applicable. This 
creates a need for collaboration between technology specialists, business professionals, legal 
experts, and Shariah scholars. Such collaboration can help ensure that innovation is evaluated 
comprehensively. Shariah governance should therefore become more adaptive and capable of 
engaging with emerging technologies rather than functioning only as a final approval 
mechanism. Another important finding concerns organizational culture. Digital 
transformation can encourage organizations to prioritize speed, experimentation, scalability, 
and rapid market expansion. These characteristics are valuable for innovation, but they can 
also create pressure to move faster than ethical evaluation processes. Islamic business 
management requires organizations to balance entrepreneurial speed with responsible 
decision-making. Ethical considerations should be incorporated into innovation processes 
from the beginning rather than treated as obstacles that are addressed after a product has 
entered the market. 

The analysis further indicates that maslahah provides an important conceptual basis 
for evaluating digital innovation. A technologically advanced product is not necessarily 
beneficial simply because it is profitable or popular. Its broader consequences must also be 
considered. Innovation that increases efficiency while generating significant harm to 
consumers, workers, or society raises ethical concerns. Conversely, innovation that improves 
accessibility, reduces transaction costs, expands legitimate economic opportunities, increases 
transparency, or supports social welfare may provide broader benefits. Maslahah therefore 
provides a basis for evaluating the overall value of innovation. The findings also demonstrate 
that consumer protection becomes more important as digital businesses expand. Consumers 
can make decisions rapidly, sometimes based on incomplete information or persuasive digital 
interfaces. Businesses have a responsibility to ensure that commercial processes do not 
intentionally exploit these conditions. Clear pricing, understandable terms, accurate product 
descriptions, fair refund mechanisms, and accessible complaint channels can strengthen 
ethical digital commerce. Such practices reflect not only good business management but also 
Islamic principles concerning fairness and protection from harm. 

The digital economy also changes the nature of competition. Platform businesses can 
accumulate substantial amounts of data and market power, potentially creating barriers for 
smaller competitors. Islamic business management should therefore consider whether 
technological advantages are being used to create unfair market practices. Innovation should 
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support legitimate competition rather than becoming a mechanism for exploiting dominant 
market positions. Fair competition is consistent with the broader Islamic concern for justice 
in economic relationships. The findings further reveal that the integration of innovation and 
Shariah compliance has implications for small and medium-sized enterprises. Large 
organizations may possess greater financial and technological resources to implement 
sophisticated compliance systems, cybersecurity mechanisms, and traceability technologies. 
Smaller businesses may struggle with these costs. Islamic business development should 
therefore encourage accessible compliance mechanisms and affordable digital tools so that 
Shariah-oriented entrepreneurship is not restricted to large organizations. Digital technology 
can potentially reduce these barriers when appropriately designed. 

The analysis indicates that Islamic digital business management should also consider 
employee welfare. Digitalization can automate routine tasks and create new forms of 
employment, but it can also generate job insecurity, intensive monitoring, and excessive 
performance pressure. An Islamic management approach should evaluate technological 
transformation not solely according to productivity gains but also according to its 
consequences for workers. The principle of justice requires businesses to consider fair 
treatment, reasonable working conditions, professional development, and human dignity 
when implementing digital technologies. The findings ultimately demonstrate that innovation 
should be embedded within a broader system of ethical accountability. Shariah compliance 
can provide a normative foundation for such accountability, while modern governance 
mechanisms can translate ethical principles into organizational procedures. Businesses need 
clear standards concerning data, marketing, transactions, financial practices, consumer 
protection, technology use, and stakeholder relationships. Spiritual and ethical values can 
strengthen these systems by influencing managerial motivation and organizational culture 
(Wahab & Mahdiya, 2025). 

 
DISCUSSION 

The relationship between innovation and Shariah compliance in the digital economy 
demonstrates that Islamic business management should not be understood as a management 
model that simply restricts business activity. Rather, it can be interpreted as an ethical 
orientation that determines the direction in which innovation should develop. Technology 
provides businesses with new capabilities, but capabilities do not automatically determine 
whether their use is legitimate or beneficial. Managers remain responsible for determining the 
purposes, processes, and consequences of technological implementation. Islamic principles 
therefore provide a basis for distinguishing innovation that creates legitimate value from 
innovation that creates value through deception, exploitation, injustice, or harm. One of the 
most important implications is that Shariah compliance should be integrated into the 
innovation process from the beginning. A common organizational approach is to develop a 
product first and conduct compliance evaluation afterward. This sequence can create 
significant difficulties when technological architecture, contractual structures, or business 
models have already been established. If Shariah principles are incorporated at the design 
stage, businesses can develop products that are both innovative and compliant. This approach 
transforms Shariah governance from a reactive approval function into a proactive component 
of innovation management (Ibrahim, 2026).  

Such integration requires a change in managerial thinking. Managers should not ask 
only whether a new technology can increase revenue or reduce costs. They should also ask 
what relationships the technology creates, what information it collects, who bears the risks, 
who benefits from the innovation, and whether the resulting business model respects the 
rights of stakeholders. This broader decision-making process is consistent with the Islamic 
understanding of responsible economic activity. It allows businesses to pursue innovation 
while remaining conscious of their ethical consequences. The principle of amanah is 
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particularly valuable in this context because digital businesses increasingly exercise control 
over resources that are not traditionally understood as physical assets. Consumer data, 
algorithms, digital identities, platform access, and technological infrastructure represent 
forms of organizational power. The concept of amanah encourages managers to recognize that 
control over these resources creates responsibility. A company that possesses extensive 
consumer data cannot treat that data as an unrestricted commercial asset. It must consider the 
trust under which the information was obtained and the potential consequences of its use. 

Transparency is similarly important because digitalization can make business 
practices less visible even as it increases the overall quantity of information available. 
Consumers may have access to thousands of product options while remaining unable to 
understand how platforms determine rankings, prices, recommendations, or advertisements. 
This creates a paradox in which more information does not necessarily produce greater 
transparency. Islamic business management must therefore focus on meaningful transparency, 
meaning information that allows stakeholders to understand important aspects of 
transactions and make informed decisions. The digital economy also requires a deeper 
understanding of informed consent. Clicking an acceptance button may technically constitute 
agreement, but meaningful consent requires that individuals understand what they are 
agreeing to. This issue is particularly important for data collection and digital contracts. 
Businesses that use complex legal language to obscure important conditions may satisfy 
formal requirements while undermining substantive transparency. An Islamic approach 
would encourage businesses to communicate contractual and data-related information clearly 
enough for consumers to make meaningful decisions. 

Digital marketing provides another example of the tension between innovation and 
ethics. Advanced algorithms can identify consumer preferences with remarkable precision, 
allowing businesses to deliver highly personalized advertisements. From a managerial 
perspective, this capability can improve conversion rates and marketing efficiency. However, 
the ability to influence consumers more effectively also creates greater responsibility. 
Businesses must recognize that greater persuasive power increases the potential for 
manipulation. Islamic principles of honesty and fairness therefore require digital marketing to 
remain within ethical boundaries (Nudin et al., 2024). The same reasoning applies to artificial 
intelligence. AI can help organizations make decisions more rapidly and efficiently, but 
automated decision-making does not remove managerial accountability. If an algorithm 
discriminates against certain groups or produces harmful outcomes, the organization cannot 
simply attribute responsibility to the technology. Managers and developers remain 
responsible for how the system was designed, trained, deployed, and monitored. Islamic 
business management therefore requires accountability to remain attached to technological 
decision-making even when human involvement becomes less visible. 

This issue is particularly important because algorithmic systems can create forms of 
opacity that are difficult for consumers and employees to understand. When people do not 
know why a particular price was offered, why an application was rejected, or why certain 
content was prioritized, they may be unable to challenge the decision. Justice requires not only 
equal treatment but also appropriate mechanisms through which affected stakeholders can 
understand and contest decisions. Therefore, Islamic digital business management should 
promote explainability and accountability where automated systems have significant 
consequences. The concept of maslahah provides a useful basis for determining whether 
innovation serves broader interests. A business innovation may be profitable but still generate 
social costs. For example, a digital platform may reduce transaction costs while encouraging 
exploitative labor practices. An advertising technology may increase sales while encouraging 
excessive consumption. An automated financial product may expand access to financing while 
exposing vulnerable consumers to disproportionate risks. Maslahah requires managers to 
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consider the totality of benefits and harms rather than focusing exclusively on organizational 
performance. 

This broader understanding of benefit also changes the concept of business success. 
Digital businesses often measure success through user growth, transaction volume, 
engagement, revenue, valuation, and market share. These metrics are useful but incomplete. 
Islamic business management encourages organizations to consider whether growth is 
accompanied by ethical integrity, stakeholder welfare, and legitimate value creation. A 
business that grows rapidly through misleading practices may be financially successful in the 
short term but organizationally fragile because its legitimacy and stakeholder trust can 
deteriorate. Trust therefore becomes a strategic as well as ethical dimension of digital 
business. In environments characterized by uncertainty and limited physical interaction, 
consumers rely heavily on trust signals. Shariah compliance can potentially provide such a 
signal, but only if it is credible and verifiable. Certifications, transparent business practices, 
clear contracts, responsible data management, and consistent customer service can reinforce 
trust. Islamic branding without substantive compliance, by contrast, can create significant 
reputational risks because stakeholders may perceive it as deceptive (Kenneh, 2024). 

The digital transformation of halal business provides a particularly strong example of 
how technology and Shariah principles can complement each other. Digital traceability can 
enable consumers to obtain information about product origins, certification, production 
processes, and distribution. Such systems can strengthen the credibility of halal claims and 
reduce information asymmetry. However, technology cannot replace substantive compliance. 
A digital platform may display certification information, but the accuracy of that information 
depends on the integrity of the underlying verification process. Digital transparency therefore 
requires reliable institutional foundations. Islamic financial technology also demonstrates the 
potential for constructive integration between innovation and compliance. Digital tools can 
make Shariah-compliant financing more accessible, reduce administrative costs, and connect 
entrepreneurs with potential investors. However, the introduction of digital interfaces does 
not eliminate the fundamental importance of contractual substance. Managers must still 
ensure that financial relationships are structured appropriately and that risks and obligations 
are clearly understood. The technological format of a transaction should not distract from its 
underlying economic and ethical structure. 

The discussion also highlights the importance of interdisciplinary knowledge. Digital 
business managers cannot rely exclusively on technological expertise because technology is 
embedded within legal, economic, ethical, and social relationships. Similarly, Shariah 
expertise alone may not be sufficient to evaluate highly technical digital systems. Effective 
governance therefore requires collaboration. Scholars and practitioners must engage with 
technology specialists to understand how systems operate, while technology professionals 
need sufficient awareness of ethical and Shariah principles to design appropriate solutions. 
This interdisciplinary approach is especially important for emerging technologies whose 
implications are not yet fully understood. Islamic business management must possess 
sufficient intellectual flexibility to engage with new forms of economic activity without 
abandoning normative principles. This does not mean that every innovation should 
automatically be accepted. Rather, it means that Islamic scholarship and management practice 
should develop the capacity to evaluate technological change through established principles 
while recognizing the specific characteristics of new systems. 

The balance between innovation and compliance also has implications for 
organizational culture. Organizations that treat compliance as a barrier may encourage 
employees to conceal technological developments until products are nearly complete. 
Conversely, organizations that integrate ethical and Shariah considerations into innovation 
culture can encourage employees to identify potential issues earlier. This creates an 
environment in which compliance becomes part of creative problem-solving rather than an 
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obstacle to creativity. Employees can be encouraged to ask how a product can be redesigned 
to preserve its commercial value while improving its ethical and Shariah characteristics. Such 
an approach can generate innovation in its own right. Ethical constraints can sometimes 
stimulate creative solutions. For example, requirements for transparent transactions may 
encourage better user interfaces, while restrictions on certain financial mechanisms may 
encourage alternative contractual structures. The need to protect consumer data can stimulate 
the development of privacy-preserving technologies. Shariah compliance can therefore become 
a source of innovation rather than merely a limitation on innovation. 

The findings also suggest that Islamic business management should pay attention to 
the social implications of platform economies. Digital platforms can create opportunities for 
entrepreneurship, but they can also concentrate economic power in a small number of 
dominant firms. When platforms control access to markets, data, and customer relationships, 
smaller businesses may become highly dependent on platform policies. An Islamic perspective 
emphasizing justice and fair economic relationships can encourage managers and 
policymakers to consider whether platform structures create excessive concentration of 
power or unfair distribution of benefits. The issue of labor also deserves attention. Digital 
platforms can create flexible employment opportunities but may simultaneously shift risks 
from organizations to workers. Employees or independent workers may experience unstable 
incomes, algorithmic monitoring, and limited bargaining power. Islamic business management 
should therefore consider whether digital innovation improves or undermines human welfare. 
Technological efficiency should not be pursued at the expense of dignity and justice. The 
responsible use of digital technology requires managers to recognize the human consequences 
of organizational transformation (MayaPutra, 2025). 

Cybersecurity is another area that can be interpreted through the concept of amanah. 
Businesses that store financial information, personal data, and transaction records have a 
responsibility to protect those resources. Security failures can expose consumers to financial 
loss, identity misuse, and other forms of harm. Investing in cybersecurity is therefore not 
merely an operational expense but an element of responsible management. Organizations that 
neglect reasonable security measures may fail to fulfill their responsibility toward 
stakeholders. The discussion further demonstrates that Shariah compliance can contribute to 
long-term organizational resilience. Businesses that operate transparently, maintain 
stakeholder trust, protect consumers, and manage risks responsibly may be better positioned 
to survive changes in regulation and public expectations. Ethical integrity can create 
organizational legitimacy that extends beyond immediate financial performance. In this sense, 
Shariah compliance can become part of strategic management because it influences the quality 
and durability of stakeholder relationships. 

Nevertheless, the integration of Shariah compliance into digital innovation faces 
several practical challenges. The first is the speed of technological change. Business models 
can evolve rapidly, while scholarly and regulatory processes may require more time. The 
second is the complexity of digital systems, which can make it difficult to identify all ethical 
and contractual implications. The third is the shortage of professionals who possess both 
technological knowledge and Islamic business expertise. The fourth concerns the cost of 
implementing sophisticated compliance, cybersecurity, and transparency systems, 
particularly for smaller enterprises. These challenges suggest that Islamic business 
management requires institutional development rather than relying solely on individual 
managerial commitment. Organizations need governance structures capable of continuously 
evaluating new technologies and business models. Educational institutions also have an 
important role in developing professionals who understand both modern management and 
Islamic principles. Industry bodies and Shariah authorities can contribute by developing 
guidance that is sufficiently clear to support innovation while remaining responsive to 
technological developments. Ultimately, the most appropriate relationship between 
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innovation and Shariah compliance is one of integration. Innovation should not be pursued 
without ethical boundaries, and Shariah compliance should not be implemented in a manner 
that prevents legitimate technological development. Islamic business management can 
provide a middle position in which technological capabilities are actively embraced but 
directed toward legitimate, transparent, fair, and beneficial purposes. This approach enables 
Islamic businesses to participate fully in the digital economy while preserving the ethical 
identity that distinguishes Islamic management. 
 
CONCLUSION 

This study concludes that Islamic business management in the digital economy 
requires an integrated relationship between innovation and Shariah compliance. Digital 
transformation provides substantial opportunities for businesses to improve efficiency, 
expand market access, develop new products, and create innovative forms of economic 
interaction. However, technological capabilities also generate new ethical challenges 
involving transparency, consumer protection, data privacy, contractual certainty, algorithmic 
decision-making, financial practices, market power, and stakeholder welfare. These challenges 
demonstrate that digital innovation cannot be evaluated solely according to technological 
sophistication or financial performance. The findings demonstrate that Shariah compliance 
should not be perceived merely as a restrictive mechanism that limits innovation. Instead, 
Shariah principles can provide an ethical and normative foundation for determining how 
innovation should be developed and implemented. Principles such as amanah, justice, honesty, 
transparency, prevention of harm, mutual consent, and maslahah can guide managers in 
evaluating the purposes and consequences of technological innovation. When these principles 
are integrated into business processes, Shariah compliance can become a source of responsible 
innovation rather than an obstacle to organizational development. The study also concludes 
that the digital economy requires a broader understanding of transparency and accountability. 
Digital businesses possess significant information and technological advantages over 
consumers and other stakeholders. This creates responsibilities concerning the accuracy of 
information, disclosure of contractual terms, data management, algorithmic practices, and 
marketing communication. Islamic business management should therefore promote 
meaningful transparency that allows stakeholders to make informed decisions and protects 
them from deceptive or manipulative practices. Data governance represents one of the most 
important areas for future Islamic business management. Consumer information should be 
treated as a responsibility rather than simply as a commercial asset. The principles of amanah 
and prevention of harm provide a strong basis for responsible data collection, storage, 
utilization, and protection. Businesses should ensure that data practices are transparent, 
proportionate, secure, and connected to legitimate purposes. Such practices can strengthen 
consumer trust while reinforcing the ethical identity of Islamic digital businesses. 

The study further concludes that artificial intelligence and other advanced 
technologies require continuous ethical oversight. Automation does not eliminate human 
responsibility because managers and organizations remain responsible for the systems they 
design and deploy. Issues concerning bias, opacity, discrimination, manipulation, and unequal 
outcomes should therefore be incorporated into digital governance. Islamic business 
management should encourage technological innovation while ensuring that automated 
systems remain consistent with justice, accountability, transparency, and human dignity. In 
the context of e-commerce and halal business, digital technologies can provide significant 
opportunities to strengthen traceability, certification, transparency, and consumer 
confidence. However, digital representations of halal status must be supported by reliable 
underlying practices. Islamic businesses should therefore integrate technological systems 
with substantive halal assurance mechanisms rather than relying exclusively on digital claims. 
This approach can strengthen the credibility of halal businesses and enable them to compete 
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more effectively in increasingly globalized markets. The study also highlights the importance 
of interdisciplinary collaboration. The complexity of digital business models requires 
cooperation among business managers, technology professionals, Shariah scholars, legal 
experts, and other relevant stakeholders. Such collaboration can improve the ability of Islamic 
businesses to evaluate emerging technologies and develop innovative solutions that remain 
consistent with Islamic principles. Shariah governance should consequently evolve from a 
primarily reactive approval process into a more dynamic component of strategic innovation 
and organizational governance. For managers, the central implication is that innovation and 
compliance should be incorporated into strategic decision-making simultaneously. Businesses 
should not wait until new technologies or products are fully developed before evaluating their 
ethical and Shariah implications. Instead, compliance should be considered during product 
design, business model development, technology selection, data governance, marketing 
strategy, and stakeholder management. This proactive approach can reduce compliance risks 
while creating opportunities for innovation that is ethically credible and commercially 
sustainable. 

The study ultimately argues that the future of Islamic business management in the 
digital economy does not depend on choosing between technological innovation and Shariah 
compliance. The more constructive approach is to integrate both dimensions within a 
coherent managerial orientation. Innovation provides the capacity to adapt and create new 
forms of value, while Shariah principles provide ethical direction concerning how that 
capacity should be exercised. When these dimensions are integrated, Islamic businesses can 
participate actively in digital transformation without sacrificing their commitment to justice, 
trust, transparency, responsibility, and social benefit. The broader contribution of this 
perspective is the development of a model of digital business management in which economic 
competitiveness and ethical responsibility are not treated as mutually exclusive objectives. 
Islamic business management can demonstrate that technological advancement does not have 
to be separated from moral accountability. Digital businesses can pursue growth, efficiency, 
and innovation while simultaneously protecting consumers, respecting employees, managing 
information responsibly, maintaining transparent relationships, and avoiding harmful 
practices. Such an approach provides a meaningful foundation for the development of Islamic 
businesses capable of responding to the demands of the digital economy while preserving the 
ethical principles that constitute their distinctive identity. 
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