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Abstract 

This article examines the integration of tokenisation into the Islamic business and finance 

ecosystem as a conceptual response to the growing digitalisation of financial markets, halal 

business, and Islamic social finance. Tokenisation enables real-world and financial assets to be 

represented as blockchain-based digital tokens, offering potential benefits such as fractional 

ownership, liquidity enhancement, transparency, traceability, and wider investment participation. 

Within Islamic finance, these features are particularly relevant because Shariah principles 

emphasise asset-backing, ownership clarity, risk-sharing, ethical investment, and the avoidance 

of riba, gharar, and maysir. The article argues that tokenisation can support Islamic capital markets, 

tokenised sukuk, halal supply chains, Islamic crowdfunding, waqf, zakat, and SME financing when 

properly governed through Shariah-compliant and maqasid-oriented frameworks. However, the 

integration of tokenisation also raises important concerns, including regulatory uncertainty, 

cybersecurity risks, speculative trading, digital literacy gaps, and the need for stronger Shariah 

supervision. The discussion highlights four core themes: tokenisation as Shariah-compatible 

financial innovation, its role in Islamic business ecosystem development, its potential in Islamic 

social finance, and the governance challenges that must be addressed. The article concludes 

that tokenisation offers transformative potential, but only if embedded within ethical, regulatory, 

and institutionally credible Islamic finance structures. 
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Introduction 

Tokenisation has emerged as one of the most important developments in the digital 

transformation of finance. It refers to the process of converting real-world assets, financial claims, 

or rights of ownership into digital tokens recorded on blockchain or distributed ledger infrastructure. 

Through tokenisation, assets that were previously illiquid, expensive to transfer, or limited to 

institutional investors can be divided into smaller digital units and traded more efficiently. Milkau 

(2024) discusses the question of whether tokenisation can deliver efficiency and what kind of 

efficiency it may generate, while Schwarz (2022) highlights that early design decisions in 

blockchain-based tokenisation have significant implications for how tokenised systems function. 

Bouraga (2025) further contributes to this discussion by classifying tokenisation approaches on 

blockchain, showing that tokenisation is not a single model but a diverse set of technological and 

institutional arrangements. 

The relevance of tokenisation is particularly strong for Islamic finance because Islamic financial 

principles emphasise asset-backing, ownership clarity, risk-sharing, ethical investment, and the link 

between finance and real economic activity. Daly and Frikha (2016) explain that Islamic finance 

is built upon basic principles that contribute to financing economic activity, while Tatiana et al. 

(2015) discuss the principles and instruments used by Islamic financial institutions. These principles 

create a natural connection with tokenisation, especially when digital tokens represent real assets, 

sukuk claims, waqf assets, halal business interests, or Shariah-compliant investment rights. Shah 

(2024) directly connects asset tokenisation with Islamic finance, historical perspectives, sukuk 

innovation, and Shariah-compliant blockchain, suggesting that tokenisation may become a 

significant tool for Islamic capital market development. 

The significance of this topic also lies in the growing role of Islamic fintech and blockchain in 

reshaping financial access, business models, and institutional governance. Unal and Aysan (2022) 

show that fintech, digitalisation, and blockchain have become increasingly important areas of 

investigation in Islamic finance. Alsaghir (2023) links digital risks and Islamic fintech with social 

justice and financial inclusion, indicating that technological innovation must be assessed not only 

in terms of efficiency but also in terms of ethical and social outcomes. Hidayat et al. (2021) 

propose a new model of the Islamic financial ecosystem in relation to sustainable economy, which 

supports the idea that tokenisation should be understood as part of a wider Islamic business and 

finance ecosystem rather than a narrow financial technology. 

This article aims to conceptually examine how tokenisation can be integrated into the Islamic 

business and finance ecosystem. It argues that tokenisation has potential to support Shariah-

compliant financial innovation, halal business development, Islamic social finance, SME financing, 

supply-chain transparency, and inclusive investment. However, this potential is not automatic. 

Tokenisation must be carefully designed to avoid riba, gharar, maysir, excessive speculation, 

unclear ownership structures, and non-compliant underlying assets, as Shariah prohibitions remain 

central to Islamic banking and finance (Kuyateh, 2022). The paper is guided by three research 

questions: How can tokenisation be integrated into the Islamic business and finance ecosystem? 
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In what ways can tokenisation support Shariah-compliant financial innovation and business 

development? What challenges limit the adoption of tokenisation in Islamic finance and halal 

business ecosystems? 

The article contributes to broader debates on Islamic fintech, digital assets, blockchain-based 

capital markets, Shariah governance, and financial inclusion. Banu et al. (2026) discuss 

tokenisation in relation to efficient and integrated digital capital markets, while Ahmed (2024) 

examines security tokens, ecosystems, and financial inclusion from Islamic perspectives. Chehade 

et al. (2025) further frame Shariah-compliant tokenisation as a blockchain application for 

sustainable Islamic finance in emerging markets. These studies indicate that tokenisation is not 

merely a technological trend, but a structural development with implications for Islamic financial 

architecture, regulatory systems, market access, and maqasid-oriented development. 

Literature review 

The literature on tokenisation explains it as a digital mechanism for representing ownership, claims, 

or access rights through blockchain-based tokens. Milkau (2024) examines the efficiency promise 

of tokenisation, noting that its benefits depend on the type of infrastructure, settlement design, 

operational model, and legal recognition. Schwarz (2022) shows that early design decisions in 

blockchain-based tokenisation matter because they influence governance, interoperability, 

custody, investor access, and market structure. Bouraga (2025) provides a classification 

framework for blockchain tokenisation approaches, demonstrating that tokenisation may involve 

different token types, asset classes, technical designs, and business objectives. Thazuddin and 

Makkimane (2026) discuss tokenisation of real-world assets from theoretical and practical 

perspectives, while Sikiru et al. (2024) examine tokenisation of illiquid assets as part of the next 

generation of investment banking advisory and capital markets. Together, these studies show that 

tokenisation may enhance liquidity, fractional ownership, transparency, and market participation, 

but its effectiveness depends on institutional design. 

Within Islamic finance, the compatibility of tokenisation depends on the nature of the underlying 

asset, the structure of ownership, the rights attached to the token, and the avoidance of 

prohibited elements. Daly and Frikha (2016) explain the basic principles of Islamic finance and its 

contribution to economic financing, while Tatiana et al. (2015) identify the principles and 

instruments used by Islamic financial institutions. Kuyateh (2022) emphasises the importance of 

Shariah prohibitions, particularly riba, gharar, and maysir, which are highly relevant when assessing 

digital assets and token trading. Sami (2025) reviews blockchain and Bitcoin technology from legal 

and Islamic economic perspectives, showing that digital financial innovation requires careful 

Shariah and legal analysis. Soamole (2025) proposes a hybrid Shariah-compliant blockchain 

model for Islamic finance, reinforcing the argument that blockchain systems must be adapted to 

Islamic legal and ethical requirements. 

The literature also connects tokenisation with sukuk innovation and Islamic capital markets. Shah 

(2024) argues that asset tokenisation can be linked to historical developments in Islamic finance 
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and sukuk innovation through Shariah-compliant blockchain. Chehade et al. (2025) examine 

Shariah-compliant tokenisation in emerging markets and suggest that blockchain applications 

may support sustainable Islamic finance. Ahmed (2024) also discusses security tokens and financial 

inclusion from Islamic perspectives, highlighting how tokenisation may widen access to investment 

opportunities. Banu et al. (2026) focus on digital capital markets and the role of tokenisation in 

developing efficient integrated market infrastructure, which has implications for Islamic capital 

markets seeking greater liquidity and transparency. 

Islamic fintech literature provides another important foundation. Unal and Aysan (2022) present a 

retrospective investigation of fintech, digitalisation, and blockchain in Islamic finance, showing 

that digital technology is reshaping the Islamic finance landscape. Aysan and Syarif (2025) discuss 

the fusion of blockchain and Islamic fintech in relation to SME financing, financial well-being, and 

trade financing, indicating that tokenisation may contribute to real-sector development. Alsaghir 

(2023) highlights digital risks in Islamic fintech and links them to social justice and financial inclusion, 

showing that tokenisation must be assessed through both technological and ethical lenses. 

Kenneh (2024) further discusses Shariah investment challenges and sustainable inclusive financial 

equality in digital innovation, reinforcing the need to connect digital assets with financial justice. 

The Islamic business ecosystem is also relevant because tokenisation can be applied beyond 

finance to halal supply chains, smart contracts, certification, and trade operations. Doborjginidze 

et al. (2020) show that smart contracts can improve supply-chain efficiency and reliability, while 

Deeva et al. (2020) discuss blockchain and smart contracts as technological methods for 

regulating transactions and trade operations. Abd Muin et al. (2026) examine blockchain 

integration in halal supply-chain management and argue that it can enhance transparency in 

Islamic business practices. These studies support the idea that tokenisation can strengthen halal 

value chains by improving traceability, authenticity, ownership documentation, and transaction 

verification. 

Islamic social finance represents another major area of potential application. Dallah et al. (2026) 

discuss Islamic cryptocurrencies and waqf management through global asset tokenisation, 

suggesting that tokenisation may transform waqf administration and participation. Ibrahim et al. 

(2023) explore the remodeling of qard hasan with cash waqf funds as a post-pandemic economic 

stability solution. Hikam et al. (2025) discuss digital services in Islamic social finance through a 

service-dominant framework, while Darajat (2025) evaluates the role of zakat, waqf, and Islamic 

philanthropic instruments in addressing wealth distribution inequality and social justice in the digital 

economy era. Adegbite (2024) also highlights blockchain’s role in enhancing financial inclusion, 

supporting the idea that tokenised Islamic social finance can widen participation and community 

impact. 

Finally, the literature highlights governance, regulation, and institutional readiness. Azizov et al. 

(2025) propose a maqasid al-shariah framework for fintech and digital asset regulation in Muslim 

jurisdictions, which is directly relevant to tokenisation. Sharif et al. (2025) connect Shariah 

governance and digital security through secure digital credentials in Islamic estate administration. 
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Ermiati (2025) examines the transformation of Shariah supervision in the digital Islamic financial 

ecosystem and identifies national policy directions. These studies indicate that tokenisation 

requires integrated governance involving Shariah scholars, regulators, technology experts, Islamic 

financial institutions, and market participants. 

Methods 

This study adopts a qualitative and conceptual research approach to examine the integration of 

tokenisation into the Islamic business and finance ecosystem. A qualitative design is appropriate 

because the study focuses on technological, Shariah, institutional, regulatory, and ethical 

dimensions that cannot be fully captured through quantitative measurement. Rather than testing 

hypotheses or measuring statistical relationships, the research seeks to develop a theoretically 

grounded understanding of how tokenisation can be positioned within Islamic finance and halal 

business practices as part of a broader framework of asset-backing, transparency, ownership 

clarity, financial inclusion, and maqasid-oriented innovation. 

The analysis is based on secondary qualitative data derived from an extensive review of peer-

reviewed literature in tokenisation, blockchain, Islamic finance, Islamic fintech, digital assets, halal 

business, and Islamic social finance. The study also draws on contemporary discussions concerning 

tokenised sukuk, Shariah-compliant digital assets, smart contracts, halal supply-chain 

transparency, waqf tokenisation, zakat digitalisation, and Islamic crowdfunding platforms. These 

sources are selected because they provide conceptual and practical insights into how 

tokenisation can be understood, structured, and institutionalised within Islamic business and 

finance. This approach enables a critical assessment of the opportunities and constraints 

associated with embedding blockchain-based tokenisation into Shariah-compliant financial and 

commercial ecosystems. 

To enhance analytical depth, the study adopts a thematic and theory-driven approach by 

synthesising insights from Islamic finance theory, blockchain literature, Shariah governance, 

Islamic fintech, and digital asset regulation. The materials are analysed to identify recurring themes 

such as asset-backing, fractional ownership, transparency, traceability, smart contracts, tokenised 

investment, halal value chains, Islamic social finance, and financial inclusion. The analysis also 

considers contemporary challenges, including Shariah uncertainty, regulatory fragmentation, 

cybersecurity risks, speculative behaviour, digital literacy gaps, and institutional readiness. By 

integrating literature-based insights with conceptual analysis, the methodology provides a holistic 

framework for understanding how tokenisation can strengthen the Islamic business and finance 

ecosystem while remaining aligned with Shariah principles and ethical digital innovation. 

Result and Discussion 

Tokenisation as a Shariah-Compatible Financial Innovation 

Tokenisation can function as a Shariah-compatible financial innovation when it is structured 

around asset-backing, ownership clarity, transparency, and legitimate economic value. In 
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conventional markets, tokenisation is often promoted for efficiency, liquidity, and fractionalisation. 

However, in Islamic finance, its significance is deeper because Shariah-compliant finance requires 

a clear link between financial claims and real assets or permissible economic activities. Milkau 

(2024) questions the type of efficiency tokenisation may deliver, which is important for Islamic 

finance because efficiency alone is insufficient if the structure fails to meet Shariah principles. 

Tokenisation must therefore be assessed not only by operational speed or reduced cost, but also 

by whether it strengthens asset-backed financing, reduces uncertainty, and enhances fairness in 

financial transactions. 

Asset tokenisation aligns with Islamic finance when the token represents genuine ownership, 

usufruct, or rights in a permissible asset. Shah (2024) highlights the relevance of asset tokenisation 

for Islamic finance, particularly through sukuk innovation and Shariah-compliant blockchain. This 

is significant because sukuk already represent ownership or beneficial interests in underlying assets, 

making them conceptually compatible with tokenisation. Tokenised sukuk can potentially reduce 

issuance costs, widen investor participation, improve secondary market liquidity, and provide 

more transparent records of ownership. Chehade et al. (2025) similarly argue that Shariah-

compliant tokenisation can support sustainable Islamic finance in emerging markets, especially 

where conventional capital market access is limited. 

Security tokens are another important area. Ahmed (2024) discusses security tokens, ecosystems, 

and financial inclusion from Islamic perspectives, suggesting that tokenisation can democratise 

access to investment when properly governed. For Islamic finance, tokenised securities must avoid 

interest-bearing debt, excessive uncertainty, speculative structures, and non-permissible 

underlying assets. Kuyateh (2022) emphasises the importance of avoiding riba, gharar, and maysir 

in Islamic banking and finance, which remains central to any tokenised structure. This means that 

tokens cannot simply be labelled Islamic; they must be examined based on contract structure, 

asset ownership, investor rights, risk allocation, trading rules, and use of proceeds. 

Real-world asset tokenisation may also support Islamic capital formation. Thazuddin and 

Makkimane (2026) discuss theoretical and practical perspectives on tokenising real-world assets, 

while Sikiru et al. (2024) examine the tokenisation of illiquid assets in investment banking and 

capital markets. In an Islamic finance context, tokenised real estate, commodities, infrastructure 

assets, halal business equity, or productive assets could provide Shariah-compliant investment 

opportunities, provided the assets are permissible and the ownership rights are clear. This can 

support financial inclusion by allowing smaller investors to participate in assets that were previously 

accessible only to large institutions. 

However, Shariah compatibility requires more than asset representation. Azizov et al. (2025) 

propose a maqasid al-shariah framework for fintech and digital asset regulation, which suggests 

that tokenisation should be evaluated according to broader objectives such as justice, 

transparency, wealth circulation, protection of property, and public benefit. Sami (2025) shows 

that blockchain and Bitcoin-related technologies require legal and Islamic economic review, 

while Soamole (2025) proposes a hybrid Shariah-compliant blockchain model for Islamic finance. 
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These studies indicate that the technology must be designed around Islamic legal and ethical 

requirements rather than adopted uncritically. Therefore, tokenisation is Shariah-compatible only 

when its technological, contractual, and market structures support real economic value, ethical 

conduct, and maqasid-oriented outcomes. 

 

Figure 1. Tokenisation as a Shariah-Compatible Financial Innovation 

Figure 1 illustrates how tokenisation can function as a Shariah-compatible financial innovation 

when it is grounded in real asset-backing, ownership clarity, and ethical financial conduct. The 

framework begins with tokenisation as the digital representation of assets, which must be linked to 

genuine ownership, usufruct, or asset rights to meet the requirements of Islamic finance. Shariah 

compliance then becomes the central filter to ensure that tokenised structures avoid riba, gharar, 

maysir, excessive speculation, and non-permissible underlying assets. When these conditions are 

fulfilled, tokenisation can support Islamic financial innovation through tokenised sukuk, real assets, 

and Shariah-compliant investment tokens. Blockchain-based transparency and traceability 

further strengthen trust and accountability, allowing tokenisation to contribute to maqasid-

oriented outcomes such as justice, wealth circulation, and inclusive finance. 
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Tokenisation and Islamic Business Ecosystem Development  

Tokenisation can also support the broader Islamic business ecosystem by strengthening halal 

value chains, SME financing, trade financing, and digital market infrastructure. Islamic finance has 

always emphasised the relationship between finance and the real economy. Hidayat et al. (2021) 

propose a model of the Islamic financial ecosystem connected to sustainable economy, showing 

that Islamic finance should operate as part of an interconnected system of institutions, markets, 

social finance, and real-sector development. Tokenisation can contribute to this ecosystem by 

enabling digital ownership, traceability, programmable contracts, and more accessible financing 

for halal businesses and entrepreneurs. 

SME financing is one of the most promising areas. Aysan and Syarif (2025) discuss the fusion of 

blockchain and Islamic fintech in SME financing, financial well-being, and trade financing. 

Tokenisation can allow SMEs to raise capital through Shariah-compliant equity tokens, asset-

backed financing tokens, or tokenised receivables linked to real trade transactions. Such models 

may reduce dependence on collateral-heavy bank financing and expand access to capital for 

halal entrepreneurs. Unal and Aysan (2022) show that blockchain and digitalisation are already 

important in Islamic finance, suggesting that tokenisation can be part of the next stage of Islamic 

fintech development. 

Smart contracts can enhance the operational efficiency of Islamic business transactions. 

Doborjginidze et al. (2020) argue that smart contracts can improve supply-chain efficiency and 

reliability, while Deeva et al. (2020) describe blockchain and smart contracts as methods for 

regulating transactions and trade operations. In Islamic business, smart contracts may be used to 

automate payment conditions, verify delivery, record asset transfers, manage profit-sharing 

arrangements, and improve compliance monitoring. For example, a tokenised murabaha trade 

transaction could digitally record purchase, ownership transfer, markup disclosure, and payment 

obligations. A tokenised musharakah structure could record contributions, profit-sharing ratios, 

and distribution rules. 

Halal supply chains represent another important application. Abd Muin et al. (2026) show that 

blockchain technology can enhance transparency in halal supply-chain management and 

Islamic business practices. Tokenisation can strengthen this process by linking digital tokens to 

certified halal products, production batches, logistics events, or ownership claims. This can 

improve trust among consumers, regulators, producers, and investors. It may also help prevent 

fraud in halal certification by creating immutable records of sourcing, processing, transportation, 

and certification status. 

Trade financing can also benefit from tokenisation. Islamic trade finance often involves 

documentation, asset transfer, and verification requirements. Tokenisation can reduce 

documentation friction by representing trade assets, invoices, warehouse receipts, or commodity 

ownership digitally. When combined with smart contracts, this may improve settlement speed and 

reduce operational disputes. However, tokenised trade finance must still comply with Islamic rules 
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on ownership, possession, sale sequencing, and risk transfer. Therefore, technological efficiency 

must be integrated with Shariah governance. 

Tokenisation also has implications for cross-border Islamic business. Banu et al. (2026) discuss 

tokenisation in relation to efficient and integrated digital capital markets, which can be relevant 

for Islamic markets across jurisdictions. Tokenised Islamic assets may allow investors from different 

countries to access sukuk, halal business ventures, waqf projects, or Islamic funds more easily. This 

can strengthen global Islamic capital flows, but only if regulatory frameworks, Shariah standards, 

digital identity systems, and custody mechanisms are sufficiently harmonised. 

Overall, tokenisation can develop the Islamic business ecosystem by connecting finance, trade, 

halal production, entrepreneurship, and digital infrastructure. Yet this development requires 

careful design. If tokenisation is driven only by speculation or market hype, it may weaken the 

ethical foundations of Islamic finance. If it is connected to real assets, halal value chains, SME 

empowerment, and transparent governance, it can become a powerful tool for Islamic business 

development. 

 

Figure 2. Tokenisation and Islamic Business Ecosystem Development 

Figure 2 presents tokenisation as a catalyst for Islamic business ecosystem development. The figure 

positions tokenisation as a digital infrastructure that supports ownership recording, asset 

representation, and transaction verification. Through Islamic fintech tools such as blockchain, 

smart contracts, and digital platforms, tokenisation can improve SME financing, trade financing, 

halal value-chain transparency, and Islamic entrepreneurship. In this framework, tokenised 

financing mechanisms may help halal businesses access capital more efficiently, while 
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blockchain-based traceability can strengthen halal certification, product verification, and 

consumer trust. These elements collectively enhance market connectivity by enabling broader 

cross-border participation and investment. As a result, tokenisation contributes to the 

development of a more transparent, efficient, and Shariah-based Islamic business ecosystem. 

Islamic Social Finance and Inclusive Tokenisation 

Islamic social finance is one of the most important areas where tokenisation can create 

meaningful impact. Zakat, waqf, sadaqah, qard hasan, and other philanthropic instruments are 

central to the Islamic economic vision of wealth circulation, poverty alleviation, and social justice. 

Darajat (2025) evaluates the role of zakat, waqf, and Islamic philanthropic instruments in 

addressing wealth distribution inequality and social justice in the digital economy era. Tokenisation 

can support this agenda by improving transparency, participation, traceability, and impact 

reporting in Islamic social finance. 

Waqf tokenisation is particularly promising. Dallah et al. (2026) discuss Islamic cryptocurrencies 

and the future of waqf management through global asset tokenisation, suggesting that 

tokenisation could open new ways to manage and mobilise waqf assets. Traditionally, waqf assets 

may suffer from illiquidity, weak governance, limited public participation, and underutilisation. 

Tokenisation can allow fractional participation in waqf development projects, digital tracking of 

contributions, and clearer reporting of how waqf revenues are used. It can also enable global 

Muslim communities to participate in waqf projects across borders, provided the structure 

complies with waqf rules and local regulations. 

Cash waqf and qard hasan models can also be strengthened through digital platforms. Ibrahim 

et al. (2023) propose remodeling qard hasan with cash waqf funds as a solution for post-pandemic 

economic stability. Tokenisation can support this model by representing contribution units, 

beneficiary rights, repayment flows, or project-based waqf participation through transparent 

digital records. This may improve trust among donors and beneficiaries because transactions and 

fund allocation can be monitored more clearly. Hikam et al. (2025) discuss digital services in 

Islamic social finance through a service-dominant framework, indicating that Islamic social 

finance should be designed around user participation, service quality, and social value creation. 

Financial inclusion is another major benefit. Adegbite (2024) examines the role of blockchain 

technology in enhancing financial inclusion, while Ahmed (2024) links security tokens and 

ecosystems with inclusion from Islamic perspectives. Tokenisation can reduce minimum investment 

thresholds and allow small contributors to participate in Islamic social finance and ethical 

investment. For example, micro-tokenised waqf projects, tokenised sadaqah campaigns, or qard 

hasan pools can allow individuals to contribute small amounts while still receiving transparent 

updates on social impact. This can be especially relevant for underserved communities, diaspora 

networks, and young digital users. 
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Kenneh (2024) discusses Shariah investment challenges and sustainable inclusive financial equality 

in digital innovation. This is important because inclusive tokenisation must not reproduce existing 

inequalities. Digital access, literacy, legal protection, and trustworthy platforms are necessary for 

tokenised Islamic social finance to benefit wider communities. If tokenisation is accessible only to 

technologically advanced or wealthy users, it may fail to achieve maqasid-oriented inclusion. 

Therefore, inclusive tokenisation requires affordable platforms, user education, multilingual access, 

transparent fees, and strong consumer protection. 

Tokenisation can also improve accountability in zakat and philanthropic distribution. Digital tokens 

can record contributions, allocation categories, project milestones, and beneficiary verification. 

This does not mean that all social finance must become tradable; in fact, many Islamic social 

finance tokens should not be speculative instruments. Instead, tokens may function as digital 

records, contribution certificates, access rights, or governance tools. This distinction is crucial 

because Islamic social finance aims at social welfare rather than profit-seeking speculation. 

Thus, tokenisation can support Islamic social finance when it is designed to enhance trust, 

transparency, participation, and impact. Its value lies not merely in digitalisation, but in enabling 

more effective wealth circulation and social justice. To achieve this, Islamic social finance 

platforms must combine Shariah governance, technological reliability, donor protection, 

beneficiary dignity, and measurable social outcomes. 

 

Figure 3. Islamic Social Finance and Inclusive Tokenisation 
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Figure 3 demonstrates the role of tokenisation in strengthening Islamic social finance and financial 

inclusion. The framework begins with inclusive tokenisation, which enables low-cost digital 

participation and allows wider groups of contributors to engage in Islamic social finance 

mechanisms such as waqf, zakat, sadaqah, and qard hasan. Through fractional participation, 

small contributors can support social finance projects that may previously have required larger 

capital commitments. Tokenisation also enhances transparency by enabling digital tracking of 

fund flows, allocation processes, and impact reporting. These features can strengthen community 

development by supporting poverty alleviation, welfare initiatives, and productive social projects. 

Ultimately, inclusive tokenisation supports maqasid-oriented impact by promoting social justice, 

wealth circulation, and greater access for underserved communities. 

Governance, Regulatory, and Institutional Challenges 

Despite its potential, tokenisation faces significant governance, regulatory, and institutional 

challenges in the Islamic business and finance ecosystem. Alsaghir (2023) highlights digital risks in 

Islamic fintech, particularly in relation to social justice and financial inclusion. These risks include 

cybersecurity threats, platform failure, fraud, data misuse, technological exclusion, and 

speculative behaviour. Tokenisation may increase efficiency and access, but it may also expose 

users to new forms of digital vulnerability if governance structures are weak. 

Shariah governance is one of the most critical challenges. Ermiati (2025) examines the 

transformation of Shariah supervision in the digital Islamic financial ecosystem and highlights policy 

directions for digital Shariah oversight. Tokenised products require Shariah review not only at 

launch but throughout their lifecycle, including asset selection, token issuance, custody, trading, 

secondary-market behaviour, smart contract rules, and redemption mechanisms. A token may 

be Shariah-compliant at issuance but become problematic if traded speculatively, detached 

from underlying assets, or used in non-compliant financial arrangements. 

Regulation also remains fragmented. Azizov et al. (2025) propose a maqasid al-shariah framework 

for fintech and digital asset regulation in Muslim jurisdictions, indicating that regulation must 

balance innovation, protection, and Islamic ethical objectives. Digital assets often operate across 

borders, while Islamic finance regulation remains jurisdiction specific. This creates uncertainty 

regarding legal ownership, investor rights, tax treatment, custody, dispute resolution, and Shariah 

recognition. Without regulatory clarity, Islamic financial institutions may hesitate to adopt 

tokenisation, and investors may lack sufficient protection. 

Digital security is another major concern. Sharif et al. (2025) evaluate a secure digital credentials 

management framework in Islamic estate administration, linking Shariah governance with digital 

security. This is relevant because tokenisation depends on secure digital identity, custody, 

credential verification, and transaction authentication. If private keys are lost, platforms are 

hacked, or digital identities are compromised, investors and beneficiaries may suffer serious losses. 

Therefore, tokenised Islamic finance must include strong cybersecurity, secure custody, 

auditability, and recovery mechanisms. 
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The compatibility of blockchain and digital assets with Islamic legal principles also requires careful 

review. Sami (2025) analyses blockchain and Bitcoin technology in the digital financial system from 

legal and Islamic economic perspectives. Soamole (2025) proposes a hybrid Shariah-compliant 

blockchain model, suggesting that Islamic finance may require specialised blockchain designs 

rather than relying entirely on conventional crypto infrastructure. This is important because some 

blockchain ecosystems are associated with speculation, anonymity, volatile tokens, and non-

compliant activities. Islamic tokenisation should therefore use controlled, transparent, and 

governance-oriented infrastructure. 

Institutional capacity is another limitation. Islamic banks, fintech firms, regulators, Shariah boards, 

halal certification bodies, and social finance institutions may lack the technical expertise needed 

to evaluate tokenisation. Tokenisation requires knowledge of blockchain architecture, smart 

contracts, securities regulation, Islamic jurisprudence, cybersecurity, accounting, and investor 

protection. Without interdisciplinary expertise, institutions may either reject innovation 

unnecessarily or adopt it without adequate safeguards. 

The final challenge is ethical direction. Tokenisation can serve maqasid-oriented development, 

but it can also fuel speculative trading, asset bubbles, and exclusion if poorly designed. Therefore, 

Islamic tokenisation must be guided by Shariah governance, regulatory clarity, technological 

standards, and social purpose. It should prioritise real assets, productive investment, halal business 

development, financial inclusion, and social finance impact. Only then can tokenisation become 

a meaningful part of the Islamic business and finance ecosystem rather than a digital replication 

of conventional speculative markets. 

Conclusion 

Tokenisation offers significant potential for transforming the Islamic business and finance 

ecosystem. By converting real-world assets, financial claims, and participation rights into digital 

tokens, tokenisation can improve transparency, liquidity, fractional ownership, market access, and 

operational efficiency. These features are highly relevant to Islamic finance because the industry 

is founded upon asset-backing, ownership clarity, ethical investment, and the connection 

between finance and real economic activity. When designed properly, tokenisation can 

strengthen Islamic capital markets, support sukuk innovation, improve halal business financing, 

and widen participation in Shariah-compliant investment opportunities. 

The integration of tokenisation into Islamic finance should not be understood merely as 

technological adoption. It requires a deeper alignment between blockchain-based innovation 

and the ethical, legal, and social objectives of Islamic finance. Tokenised products must represent 

permissible assets, avoid interest-based structures, reduce uncertainty, prevent gambling-like 

speculation, and ensure fair allocation of risk and reward. This means that tokenisation must be 

evaluated according to both technical efficiency and Shariah substance. A tokenised Islamic 

financial product should not only be faster or more accessible; it should also contribute to justice, 

transparency, trust, and real economic benefit. 
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Tokenisation also provides important opportunities for Islamic business ecosystem development. It 

can support SMEs, halal entrepreneurs, trade finance, and supply-chain transparency by creating 

digital records of ownership, certification, transaction flows, and contractual obligations. Through 

smart contracts and blockchain infrastructure, Islamic business transactions can become more 

transparent, traceable, and efficient. In halal value chains, tokenisation may improve consumer 

trust by strengthening the verification of production, logistics, certification, and distribution. In 

Islamic trade and SME financing, it may reduce barriers to capital and help smaller enterprises 

access wider investor networks. 

Islamic social finance is another area where tokenisation can make a meaningful contribution. 

Waqf, zakat, sadaqah, and qard hasan platforms can benefit from greater transparency, 

participation, and impact monitoring. Tokenisation can allow small contributors to participate in 

waqf projects, enable better tracking of social finance flows, and improve accountability in fund 

allocation. It can also support cross-border participation by allowing global Muslim communities 

to contribute to social development initiatives in a more transparent and structured manner. 

However, tokenised social finance must remain focused on public benefit rather than speculation, 

ensuring that digital tools serve social justice and community welfare. 

At the same time, the adoption of tokenisation in Islamic finance faces serious challenges. 

Regulatory uncertainty remains one of the most important barriers, especially because digital 

assets often operate across borders while Islamic finance regulation remains jurisdiction-specific. 

Questions of legal ownership, investor protection, custody, tax treatment, dispute resolution, and 

Shariah recognition must be clarified before tokenisation can develop at scale. Without regulatory 

certainty, institutions may hesitate to innovate, and investors may be exposed to unnecessary risks. 

Shariah governance must also evolve to address the complexity of tokenised financial structures. 

Digital tokens require ongoing supervision across issuance, trading, custody, redemption, and 

secondary-market behaviour. Shariah boards must understand both Islamic jurisprudence and 

technological infrastructure in order to evaluate tokenised products properly. This requires stronger 

interdisciplinary collaboration between scholars, regulators, technologists, lawyers, and Islamic 

finance practitioners. Shariah supervision in the digital era must move beyond product approval 

and become a continuous governance process. 

Cybersecurity, digital literacy, and institutional capacity are equally important. Tokenisation 

depends on secure digital infrastructure, reliable custody systems, identity verification, smart 

contract accuracy, and protection against fraud or hacking. Users must also understand the risks 

and rights attached to tokenised assets. If platforms are poorly designed or investors are 

inadequately informed, tokenisation may create new forms of vulnerability rather than inclusion. 

Islamic financial institutions must therefore invest in technology, education, governance, and 

consumer protection before expanding tokenised products. 

Ultimately, tokenisation can become a transformative tool for Islamic business and finance if it is 

guided by maqasid-oriented objectives, regulatory clarity, ethical design, and strong institutional 
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governance. Its greatest value lies not in copying speculative digital asset markets, but in 

strengthening asset-backed finance, widening access to investment, improving halal business 

transparency, and enhancing Islamic social finance. The future of tokenisation in Islamic finance 

will depend on whether institutions can balance innovation with compliance, efficiency with 

justice, and digital transformation with ethical responsibility. When these conditions are met, 

tokenisation can support a more inclusive, transparent, and resilient Islamic business and finance 

ecosystem. 
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