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Abstract: This study aims to examine the integration of blockchain technology in the Islamic financial
system by highlighting the opportunities and challenges of its implementation in increasing
transparency and compliance with Islamic principles. Using a library research approach with an
integrative review method, this study synthesizes various scientific literature from 2015 to 2024
obtained through reputable academic databases such as Scopus, DOA]J, and Google Scholar.
Thematic analysis was conducted to identify key patterns, key findings, and gaps in the literature.
The results of the study indicate that blockchain has significant potential in strengthening operational
efficiency, transaction transparency, and accountability of Islamic financial institutions. However,
the main challenges include regulatory readiness, compliance with Islamic values, and limited
technological literacy. With the right implementation strategy, continuous education, and regulatory
support, blockchain can act as an innovative solution for a sustainable and trusted Islamic financial
system. This study recommends further research on the design of smart contracts that comply with
Islamic contracts and the role of regulators in developing a comprehensive Islamic blockchain
ecosystem.
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A. INTRODUCTION

Blockchain technology is a digital innovation that offers a decentralized, transparent, and
secure transaction recording system through a cryptographic consensus mechanism. In the
context of Islamic finance, blockchain has the potential to increase transparency and efficiency
of transactions, as well as ensure compliance with sharia principles such as the prohibition of
usury, gharar, and maisir. The immutable and auditable characteristics of blockchain support
the principle of accountability in Islamic finance, as explained by Aminin (2023) and Rabbani
et al. (2020). However, the implementation of this technology requires adjustments to the
Islamic legal and ethical framework to ensure compliance with sharia values. Several studies
have explored the application of blockchain in increasing transparency and efficiency of
Islamic financial transactions. Aminin (2023) highlighted that blockchain can strengthen the
Islamic economic system by increasing transparency,efisiensi, dan keamanan yang sejalan
dengan nilai-nilai Islam. Sementara itu, Rabbani et al. (2020) dalam tinjauan literaturnya
identified that blockchain integration in Islamic finance can improve efficiency and
transparency, although it still faces challenges in terms of regulation and sharia compliance.
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Another study by Wati and Yazid (2023) showed that blockchain can improve the security of
Islamic financial transactions through decentralized mechanisms and strong cryptography.

The implementation of blockchain in Islamic banking in Indonesia has also been studied
by several academics. Aminin (2023) found that the use of blockchain can improve the
transparency, efficiency, and security of Islamic banking financial transactions, although
further research is still needed to ensure compliance with sharia principles. Octaviana (2024)
in her study identified that blockchain can improve operational efficiency, transparency, and
transaction security in Indonesian Islamic banking. However, challenges such as
standardization, infrastructure, and client education need to be overcome to maximize the
benefits of blockchain in Islamic banking.

In addition, research by Fitria and Sari (2024) showed that blockchain can minimize the
risk of fraud and improve operational efficiency through a decentralized and secure
transaction recording system. However, challenges such as regulatory limitations,
technological infrastructure readiness, and low digital literacy are still obstacles to blockchain
implementation in the Islamic banking sector. This study recommends collaboration between
regulators, Islamic financial institutions, and technology providers in designing a legal
framework that is in accordance with Islamic principles and supports system transparency.
Furthermore, research by Putri et al. (2023) emphasized that blockchain technology can
improve transaction security in Islamic financial institutions by providing an immutable and
transparent recording system. However, challenges such as lack of technical expertise,
regulatory clarity, and adequate infrastructure remain barriers to blockchain adoption in the
Islamic financial sector. This study highlights the need for strong capacity building and
regulatory initiatives to support blockchain adoption in Islamic finance.

Based on the literature review above, it is clear that blockchain technology has great
potential in improving transparency and sharia compliance in Islamic finance. However, there
is still a research gap in terms of integrating this technology with sharia principles and the
challenges of its implementation in various contexts. This study aims to analyze the
opportunities and challenges of blockchain technology integration in Islamic finance, as well
as provide recommendations for effective and sharia-compliant implementation.

B. METHOD

This study uses a library research approach with an integrative review method, which
aims to integrate various previous research results in order to gain a deep understanding of
the integration of blockchain technology in Islamic finance. This approach allows researchers
to synthesize information from various scientific sources, evaluate the quality of research, and
identify trends, opportunities, and challenges of blockchain implementation that are relevant
in the context of Islamic finance. This method is considered appropriate because it is able to
combine conceptual and empirical data to obtain a comprehensive picture of the issues being
studied (Torraco, 2005).

Data sources were obtained from several reputable academic databases such as Google
Scholar, Scispace, Directory of Open Access Journals (DOAJ), and Scopus. The literature
reviewed includes journal articles, conference proceedings, and scientific books that are
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relevant to the topic of blockchain and Islamic finance. The inclusion criteria include: (1)
scientific publications in the period 2015 to 2024, (2) articles that discuss blockchain technology
and/or Islamic finance conceptually or empirically, and (3) available in text complete in
Indonesian or English. Meanwhile, the exclusion criteria include: (1) articles that are not
relevant to the focus of the study, (2) popular non-academic publications, and (3) articles that
are duplicates or not fully accessible. S

The literature search process was carried out using keywords such as "blockchain in
Islamic finance", "blockchain and Islamic finance", "shariah compliance blockchain", and
"blockchain transparency Islamic banking". The search was carried out systematically by first
identifying the title and abstract, then continuing with a full content review for articles that
met the inclusion criteria. The selection procedure was carried out in stages through initial
screening and full-text review, and consulted with the supervisor to ensure the relevance and
quality of the sources used.

The data obtained were analyzed using a thematic analysis approach to identify patterns,
main findings, and existing research gaps. Validity in this study was maintained through the
selection of reputable scientific sources and a systematic literature selection method.
Reliability was maintained by cross-checking between data and synchronizing findings from
various studies. This procedure aims to ensure that the study results truly represent the
empirical and theoretical conditions regarding blockchain integration in Islamic finance
(Whittemore & Knafl, 2005).

C. RESULTS AND DISCUSSION
1. Blockchain Potential in Improving Transparency of Islamic Finance

The potential of blockchain technology in improving transparency of Islamic finance is a
theme that is increasingly receiving attention, especially considering the importance of
integrity and transparency in a sharia-based financial system. Blockchain, as a distributed
technology that enables transparent and secure data recording, has the ability to improve a
number of weaknesses that exist in current Islamic financial practices.

2. One of The Most Prominent Aspects of Blockchain Implementation

Is its ability to increase transparency in financial transactions. Djumadi explained that
blockchain technology can be applied in various fields of Islamic finance, such as payment and
investment systems, and this has the potential to overcome transparency issues that often
disrupt public trust in Islamic financial institutions (Djumadi, 2023). This is reinforced by
research by Najibulloh and Rahmalia which noted that the application of blockchain in the
Islamic finance industry can create a safer and more transparent investment environment, as
well as reduce the risk of fraud (Najibulloh & Rahmalia, 2024). Research conducted by
Nur'Aini also shows that blockchain-based financial markets offer a better level of
transparency compared to traditional financial markets, which is important for increasing
investor security and confidence (Nur'aini, 2024).

In addition, the use of smart contracts in blockchain can automate the transaction process,
which not only saves time but also reduces the possibility of human error. This greatly
supports efficiency and transparency in Islamic finance, as discussed in the study by Djumadi
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(Djumadi, 2023). By implementing smart contracts, all parties in a financial transaction can
have equal access to the necessary information without the need for intermediaries, thereby
reducing conflict and increasing trust between the parties involved. However, the application
of blockchain in Islamic finance is not without challenges. Given the unique characteristics of
Islamic finance that must comply with strict Islamic principles, regulatory challenges and
adequate understanding from stakeholders are crucial. Research by Cahyani shows the
importance of an implementation strategy that considers Islamic values in adopting this new
technology (Cahyani et al., 2024). With proper training and literacy, Islamic finance industry
players can better understand and integrate this technology into their practices, as explained
by Norrahman in his study of Islamic fintech (Norrahman, 2023).

Overall, the potential of blockchain in improving the transparency of Islamic finance is
significant. With proper implementation and supportive regulations, this technology can be
an effective tool to improve the Islamic financial system in Indonesia and provide solutions to
the challenges faced by the industry, such as the risk of fraud and lack of transparency.
Blockchain Application in Islamic Financial Products and InstitutionsPenerapan teknologi
blockchain dalam produk dan lembaga keuangan syariah menawarkan suatu terobosan dalam
hal peningkatan transparansi, efisiensi, serta akuntabilitas operasional. Overall, the potential
of blockchain in improving the transparency of Islamic finance is significant. With proper
implementation and supportive regulations, this technology can be an effective tool to
improve the Islamic financial system in Indonesia and provide solutions to the challenges
faced by the industry, such as the risk of fraud and lack of transparency. Blockchain
Application in Islamic Financial Products and Institutions

3. Blockchain Implementation Challenges and Strategies for Sharia Compliance

The implementation of blockchain technology within a sharia compliance framework
presents both innovative opportunities and significant challenges. The main challenges faced
include regulatory immaturity, suboptimal technological infrastructure, and lack of trust from
various stakeholders. A study by Bahanan and Wahyudi (Bahanan & Wahyudi, 2023; shows
that regulations related to the use of blockchain in Islamic banking transactions are still in the
development stage, which causes legal uncertainty and difficulties in standardizing
transaction mechanisms. In addition, the need for strong infrastructure and integrated system
interoperability are also obstacles to the implementation of this technology.

The strategy to overcome these challenges must begin with a collaborative approach
between regulators, Islamic financial institutions, and industry stakeholders. Research by
Cahyani et al. Cahyani et al., 2024; underlines the importance of integrating sharia values that
must be accommodated in every policy and strategy for technological innovation in the Islamic
financial sector. This strategic approach includes developing technical and legal standards that
are in accordance with sharia principles, so that the smart contracts used can be thoroughly
audited to ensure compliance with fatwas and Islamic legal provisions Fitri, 2023; . This is
crucial because smart contracts, as a central component of blockchain, must be designed in
such a way as not to violate the principles of Islamic economics and finance.
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Furthermore, research by Najibulloh and Rahmalia Najibulloh & Rahmalia, 2024)
highlights the need to develop transparent digital verification and audit mechanisms to
increase accountability and public trust. The blockchain implementation strategy in the
context of sharia compliance must prioritize the use of technology to create an immutable and
decentralized recording system, so that all transactions can be verified in real time by
regulators and independent auditors. This approach not only increases transparency but also
provides a strong foundation to reduce the risk of misappropriation that can damage the
integrity of the sharia financial system.

From a sharia law and compliance perspective, Asmarini and Rahmatullah Asmarini &
Rahmatullah, 2024; stated that adjusting the regulatory framework that integrates sharia
principles with the technical aspects of blockchain is an essential strategic step. Adaptive and
risk-based regulations can pave the way for innovation without sacrificing the basic values of
sharia finance. Thus, a holistic implementation strategy must include the preparation of a
comprehensive regulatory framework, the development of reliable technological
infrastructure, and increasing digital literacy among Islamic finance practitioners so that all
ecosystems support the transformation towards a more transparent and efficient Islamic
economy.

Overall, the synergy between mature regulations and technological innovation is the key
to overcoming the challenges in implementing blockchain for sharia compliance. The
implementation of this strategy not only increases accountability and efficiency, but also
ensures that every aspect of the operation of Islamic financial institutions remains within the
corridor of Islamic law and ethics, which ultimately strengthens the trust of stakeholders and
the wider community (Bahanan & Wahyudi, 2023;, Cahyani et al., 2024; , Fitri, 2023; , Asmarini
& Rahmatullah, 2024; , Najibulloh & Rahmalia, 2024).

D. CONCLUSIONS AND SUGGESTIONS

The integration of blockchain technology into the Islamic financial system offers great
potential in increasing transparency, efficiency, and accountability. Its implementation can
reduce the risk of fraud and increase public trust in Islamic financial institutions. However,
its successful implementation requires synergy between technological understanding,
adaptive regulation, and commitment to Islamic principles. With a strategic approach and
continuous education, blockchain can be a transformational instrument in realizing a more
inclusive and integrated Islamic financial ecosystem.
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