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Abstract: The present paper explores the strategic outcomes of Islamic banks regarding fintech distribution in GCC 
states in relation to how the banks adjust to the costs and benefits of technological unique solutions and regulatory 
compliance with Shariah principles. A multiple case design has been applied with four biggest Islamic financial 
institutions (i.e. Al Rajhi Bank, Dubai Islamic Bank, Kuwait Finance House and Al Baraka Bank) by using a 
documentary method and 12 semi-structured interviews on senior banking executives, financial regulators and Shariah 
officers. Thematic analysis narrowed down on five areas of core response including technology adaption, fintech 
collaborations, compliance-management tensions, customer-focused programs, and regulatory conformity. The essential 
findings point towards 75 percent of the banking institutions involved in the cases study having undertaken core system 
renewals and mobile first approaches. The highest adoption breadth was by Dubai Islamic Bank, due to four fintech 
solutions being used, whereas Al Baraka Bank had the lowest presence in the digital world. The major barriers 
mentioned by 83 percent of the interviewees were Shariah compliance to AI-based credit scoring and blockchain 
applications. Flexibility in regulation, specifically sandbox environments in the UAE and Bahrain, promoted quicker 
adoption. The research finds that agile flexibility, anticipatory governance and front-loading Shariah supervision form 
the key to strategic success in regards to digital innovation. The study provides practical knowledge to the Islamic 
banks to be able to stay competitive without breaking the religious and regulatory requirements. 
Keywords: Islamic Banking, Fintech, GCC, Shariah Compliance, Strategic Response 
 
I. INTRODUCTION 
Financial technology (fintech) has been developing at a fast pace and has made drastic changes to the 
financial services market across the world by providing new approaches, which are efficient, opened to 
new possibilities, and customer-friendly. Fintech has experienced rapid growth in GCC countries over 
the past few years, due to government promoted digitization campaigns and the need to have hassle-free 
yet technologically enhanced financial services [1]. Although the more traditional banks have reacted 
relatively fast to this digital transformation, Islamic banks with their drive to comply with Shariah rules 
offer individual opportunities and obstacles of embracing fintech methodologies [2]. Islamic banking 
constitutes a very important part of the financial ecosystem in the GCC with the Islamic banking assets 
occupying a significant portion of banking assets in the likes of Saudi Arabia, the United Arab Emirates, 
Kuwait, Bahrain, and Qatar. Nevertheless, the growth of fintech systems is likely to redefine the 
traditional banking systems, due to the introduction of lean and customer friendly services, which may 
interfere with the conventional Islamic banking system [3]. This shock will leave the Islamic banks with 
no choice but to act strategically both to sustain their future competitiveness, but also their identities as 
Shariah-compliant financial institutions in this fast-approaching digital era. This study tries to investigate 
the strategic responses of Islamic banks in GCC with regard to the increasingly impact of fintech. It 
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considers the degree to which these institutions are embracing fintech solutions, the difficulties they 
experience when aligning technology with the principles of Islamic finance, and the tactics activated in 
the development of digital competitiveness. With the target of finding the answer to the intersection of 
technology, strategy, and Islamic finance, this paper is set to offer guidance that may benefit policy makers, 
bank heads and innovators in the realm of fintech, to promote sustainable development in Islamic 
banking. It, eventually, improves the knowledge of the way Islamic financial institutions could strategically 
operate through the fintech revolution without compromising their religious and ethical premises. 
II. Related Works 
The fintech innovation and Islamic banking fusion has drawn the increasing academic attention, 
especially when institutions consider the need to balance the digitalizing with the Islamic Shariah 
requirements. The effects of fintech on the financial satisfaction, cost efficiency, and institutional 
performance have been discussed by several studies, which provide a source of insights into the strategic 
actions of Islamic banks in GCC. Chen et al. [15] investigated the impacts of fintech being used in 
payment on consumer financial satisfaction in the U.S., and emphasized that technology increases the 
levels of convenience and comfort. Even though the context of the study is a traditional financial 
environment, its findings in the field of digital user experience are highly applicable to the development 
of Islamic banks within the GCC region, which are lately paying more attention to customer-centred 
fintech services. Regulatory regimes, as well as IT investment, do play a major role in Islamic banking 
performance. Daoud and Kammoun [16] were interested in the relevance of the connection between the 
financial soundness and the regulation of banking during crisis; however, they discussed it through the 
Islamic banking perspective. The conclusion of their findings supports the need of regulatory flexibility, 
which is being used in the present trend of the fintech sandboxes in the GCC region aimed at 
accommodating innovation in accordance with Shariah guidelines. Ebissa and Deresse [17] have shown 
empirically the role of fintech in enhancing efficiency in costs in the Ethiopian banking industry. The 
findings of their report indicate that fintech has the potential to reduce operational expenses which is an 
essential consideration to Islamic banks because they need to continue making profits as they increase 
the digital services that they offer in a highly competitive landscape. Effendi et al. [18] examined the 
determinants of IT Investment and its impact on the performance of Islamic banks in Indonesia especially 
when moderated by sukuk issuance and Shariah governance structures. Their study proves that Islamic 
banks may realize performance improvements in case digital strategies are backed by strong religious and 
financial frameworks so that such a dynamic is of high priority to GCC banks in adopting the alternatives 
of blockchain and AI. Fintech is also a transformative factor as far as product development is concerned 
in Islamic banking. Faizi [19] examined the process of developing Islamic financial products within the 
context of the emerging markets and pointed out that fintech solutions achieve the speed of innovations 
without breaching the compliance as Shariah review solutions are considered an integrated part. 
Regarding customer outcomes, Ghazi and Marwa [20], concluded that there is a significant contribution 
of digital adoption into the Islamic banking through the increase of customer satisfaction especially in 
the context of transparency, responsiveness and accessibility. These trends make the growing trend of 
mobile-first strategies and partnership with fintech in GCC plausible. Income diversification along with 
digital banking models was further highlighted after the COVID-19 pandemic. As demonstrated by Ho 
et al. [21], diversification of income sources helped the banks to perform better in the crisis, so fintech-
based services could play a strategic resilience role in case of disruption in the future in Islamic banks. 
The direct effect of strategic use of fintech adoption on competitiveness was also tested by Hussain et al. 
[22], who investigated the effects of social influence and competitive trends on the financial performance 
in Pakistan. Their moderated mediation analysis indicated that the fintech use strengthens the 
competitiveness, which is already observable among the top Islamic banks in GCC. On the risk 
management part, John et al. [23] underlined the importance of governance structures to reduce the risks 
linked to fintech. In the case of the Islamic banks, where compliance and trust form the core elements of 
governance, appropriate governance systems come in handy during the process of handling technology-
driven change. Khsemiri et al. [24] also mentioned the trade-off between the financial incorporation and 
the stability of the Islamic banks in GCC and this is mediated by corporate social responsibility (CSR). 
Their paper implies the balancing act that the Islamic banks have to do, i.e., extend its digital services 
without going against the fundamental principles that it has regarding religion and morality. In the article 
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by Laith et al. [25], the authors discussed the topic of fintech innovation and liquidity risk in banks within 
the GCC and revealed the fact that larger institutions can better deal with fluctuations associated with 
fintech. Such moderating role of the bank size is essential when it comes to comprehending why the 
biggest Islamic banks such as Al Rajhi or DIB are leaders of the digital adaptation. Lastly, Magoma et al. 
[26] examined the attributes of the board and their implications to the financial performance and their 
ultimate importance to technologically-induced change is to have good leadership, a lesson that is echoed 
throughout the Islamic banks in digital transformation in the GCC. 
 
III. METHODOLOGY 
3.1 Introduction 
This chapter describes the research methodology used to understand the strategic responses of Islamic 
banks towards fintech distribution in the GCC. One of the most essential components of research is 
selecting a method that enables nuanced perspectives to be gathered from industry practitioners, experts 
in Islamic finance, and themselves fintech stakeholders operating across the region. Since fintech cannot 
be easily segmented and packaged in Shariah-compliant approaches towards banking, the research 
methodology provides a comprehensive methodological framework to address empirical data and 
contextual perspectives [4]. 
3.2 Research Philosophy 
This study adopts an interpretive research philosophy, which is functional when there is an interest in 
social, cultural, and institutional responses occurring in a dynamic setting. In that regard, interpretivism 
embraces our understanding of reality as a socially constructed and subjective phenomenon, and 
especially so, when we are examining Islamic banking intuitions' interpretations, evaluations and eventual 
decisions and responses towards fintech distribution [5]. 
Islamic banking strategies have a number of common elements. However, they are influenced by religious 
contexts, client expectations, regulatory environments, and organizational culture. An interpretivist view 
provides the opportunity to gain different perspectives, especially utilizing qualitative methods such as 
interviews, document analysis, and case studies [6]. 
3.3 Research Approach 
A deductive approach was used to test existing theories and frameworks related to strategy and technology 
adoption through the lens of Islamic finance. Although interpretivism relies on inductive logic, the hybrid 
approach used in this study has included general theories (e.g., Technology-Organization-Environment 
framework, and Porter's Generic Strategies) that are tested against existing practices of selected Islamic 
banks [7]. 
3.4 Research Design 
The research design in question is descriptive and exploratory, which allows for a comprehensive 
investigation of strategic responses to fintech. Some descriptive elements will provide consistent insights 
into strategies Islamic banks have been using, while other exploratory components will provide insights 
into trends and adaptive behaviors that are emerging under pressures from fintech [8]. 
A multiple case study design was utilized to investigate four leading Islamic banks situated in different 
GCC countries. This design aided in comparative understanding of institutional contexts, maturity levels 
of fintech, and regulatory responses. The institutions involved in the study are: 

● Al Rajhi Bank (Saudi Arabia) 
● Dubai Islamic Bank (UAE) 
● Kuwait Finance House (Kuwait) 
● Al Baraka Bank (Bahrain) 

3.5 Data Collection Method 
The study followed qualitative secondary data collection methods and was based on publicly available 
documentation including:         

● Annual reports (2018–2024) 
● Strategic documents 
● Press releases 
● Shariah board publications 
● Regulatory guidelines by central banks 
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● Fintech partnership announcements 
Along with documentary analysis, semi-structured interviews were undertaken with 12 respondents, 
comprising the following:   

● 5 senior executives from Islamic banks 
● 3 fintech entrepreneurs operating in GCC 
● 2 Shariah compliance officers 
● 2 regulators (from central banks and fintech sandboxes) 

Interviews were held via Zoom or in-person when possible, over a period of 40–60 minutes, while using 
a recording device with participant approval. 
3.6 Data Analysis Method 
The data analysis utilised thematic analysis, a proven qualitative technique that is ideal for capturing 
patterns within strategic behavior. Braun and Clarke's six-phase process was followed: 

1. Familiarization with data: All interviews and documents were reviewed and transcribed. 
2. Initial coding: Broad codes were assigned such as, "Shariah compliance challenge" "partnership 

models" "regulatory constraints" "customer digital expectation," among others [9]. 
3. Theme development: Codes were organized into higher-order themes, for example, "Strategic 

Adaptation," "Compliance & Innovation Tensions," and "Technology Adoption Models." 
4. Reviewing themes: Themes were cross-checked against data from other banks to demonstrate 

representative behaviour. 
5. Name and define themes: Each theme was defined explicitly in relation to the research purpose. 
6. Producing the report: The final findings will be presented in Chapter IV using direct quotations 

and excerpts from documents. 
NVivo software was utilized to organize and visualize qualitative data. This was particularly beneficial for 
transparency, auditability, and validity of our coding processes. 
3.7 Ethical Considerations 
Ethical clearance was acquired through the university's research ethics board. All interview participants 
received: 

● a written consent form,  
● an explanation of the research aims,  
● assurance of anonymity and confidentiality, and  
● the right to withdraw at any point. 

Because the study dealt with sensitive information, particularly with respect to strategic decision-making 
and Shariah interpretations, confidentiality was crucial. The reporting of real names and job titles was 
anonymized to protect their identity. 
3.8 Methodological Framework Table 
The table below provides a summary of the primary methodological choices: 

Component Description 

Research Philosophy Interpretivism 

Research Approach Deductive with exploratory components 

Research Design Descriptive and Multiple Case Study 

Data Collection Secondary documents + Semi-structured 
interviews 

Case Study Subjects Al Rajhi Bank, Dubai Islamic Bank, KFH, Al 
Baraka Bank 

Data Analysis Method Thematic Analysis using NVivo 

Time Horizon Cross-sectional (2024–2025 data window) 
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Ethical Considerations Consent, anonymity, voluntary 
participation, data protection ensured 

3.9 Justification for Methodological Choices 
The selection of qualitative methods and case study design is due to understand complex decision making 
within a deeply religious and culture-oriented setting. Quantitative methods can be useful in measuring 
adoption or any growth in fintech, but quantitative methods cannot elicit the internal strategic decision 
making of Islamic banks, nor the ethical dilemmas involved with Shariah compliance in digitisation [10].  
Further compounding the complexity is the different levels of regulatory readiness and fintech maturity 
in the region between the GCC countries. For example, UAE and Bahrain have regulatory sandboxes, 
whereas Saudi Arabia enforces a stricter licensing regime. The unique contextual factors and differences 
in development require a more social, comparative and interpretative approach that can be best carried 
out using a case study strategy [11]. 
Iv. Results and analysis 
4.1 Introduction 
This chapter provides the analysis and discusses in depth the thematic interpretation of how Islamic banks 
in the GCC region are strategically responding to fintech actors. The thematic interpretation is ultimately 
based on the document reviews and interviews conducted with the bank's members of management, the 
fintech community members, and Shariah compliance professionals [12]. The findings are covered 
thematically according to the five major themes that emerged from the analysis above, 

1. Technology Adoption Patterns 
2. Strategic Partnerships with Fintech Firms 
3. Shariah Compliance and Innovation Tensions 
4. Customer-Centric Digital Strategies 
5. Regulatory Environment and Institutional Readiness 

The coverage of each of these themes is described across the four case study banks: Al Rajhi Bank (Saudi 
Arabia), Dubai Islamic Bank (United Arab Emirates), Kuwait Finance House (Kuwait), and Al Baraka 
Bank (Bahrain) [13]. 

 
Figure 1: “Exploring the Role of Islamic Fintech in Combating the Aftershocks of COVID-19: The Open 
Social Innovation of the Islamic Financial System” 
4.2 Theme 1: Technology Adoption Patterns 
While Islamic banks perceive fintech as a successive form of operational transformation, the range of 
technology and the rate of adoption varies greatly depending on the internal bank capabilities and 
maturity of technology of the nation of operation. 
Table 1: Core Fintech Technologies Adopted by Case Study Banks 

Bank Mobile 
Banking 

AI & 
Chatbots 

Blockchain 
Pilots 

Robo-
Advisory 

Core System 
Overhaul 
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Al Rajhi Bank           

Dubai Islamic 
Bank 

          

Kuwait 
Finance House 

          

Al Baraka 
Bank 

          

Dubai Islamic Bank pioneered the use of many advanced technologies, such as blockchain-powered 
remittances or robo-advisory websites, compared to Al Baraka Bank, which has been much more 
conservative in the digital space, opting for mobile services only. Al Rajhi's executives noted that 
modernizing core banking systems was an added necessity of scaling digital services [14]. 
4.3 Theme 2: Strategic Partnerships with Fintech Firms 
Strategic partnerships have become another essential piece of digital transformation strategy, allowing 
Islamic banks to take advantage of fintech companies' expertise while minimizing their capital expense. 
Three of the four banks included in the study, chose collaboration over building their capabilities 
themselves. 
Table 2: Key Fintech Partnerships and Strategic Intent 

Bank Fintech 
Partner(s) 

Year Strategic Purpose Shariah Vetting 
Status 

Al Rajhi Bank STC Pay, 
PayTabs 

2022 Expand digital 
wallets and payments 

Approved 

Dubai Islamic 
Bank 

Norbloc, Beehive 2021 Digital KYC, P2P 
finance 

Approved 

Kuwait Finance 
House 

Ripple Labs 2020 Blockchain 
remittance trials 

Under Review 

Al Baraka Bank None reported — — — 

Dubai Islamic Bank has partnered with Norbloc to utilize blockchain to enable secure sharing of KYC 
data, while Kuwait Finance House has tested remittance transfers based on Ripple's protocol but was 
delayed due to a pending Shariah committee approval on the remittance process. Interviewees reinforced 
that most fintech partnerships are delayed when Shariah boards undertake assessments that require both 
technical and jurisprudential review [27]. 

 
Figure 2: “Assessment of the Competitiveness of Islamic Fintech Implementation” 
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4.4 Theme 3: Tensions Between Shariah Compliance and Innovation 
One of the most common themes from the interviews was the tension between fintech innovation and 
Shariah compliance. New technology, particularly those that involve automation, AI, and smart contracts, 
often do not have direct analogs in Islamic law. 
Table 3: Shariah Challenges Faced in Fintech Adoption 

Technology Perceived Challenge by Shariah Boards Frequency Mentioned 
(n=12) 

Smart Contracts Lack of human intent (niyyah) 
verification 

9 

AI-based Credit Scoring Potential for riba-based decision 
automation 

10 

Cryptocurrencies High speculation and gharar concerns 11 

Robo-Advisors Ambiguity in risk disclosure 7 

Shariah compliance officials stressed the importance of fatwa-based innovation, with prominent 
engagement with scholars at the beginning of the design process and a regulator from Bahrain pointed 
out that regulatory sandboxes foster this co-development process [28].  
4.5 Theme 4: Customer Centric Digital Strategies 
There are rapid advancements in Islamic banks towards the expectations of a digital-based GCC 
population, converting iso839 options to digital equivalents in a customer-centric approach, and using 
AI to create personalized services, mobile-first banking, and biometric security. 

 
Figure 3: “The global Islamic fintech banking market: trends and outlook” 
Table 4: Key Customer-Focused Initiatives by Banks 

Initiative Type Al Rajhi 
Bank 

Dubai Islamic 
Bank 

Kuwait Finance 
House 

Al Baraka 
Bank 

Mobile-first UX 
Design 

        

Biometric Logins         
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AI-based Chat 
Assistants 

        

Instant Account 
Opening 

        

Al Rajhi respondents specified the strategic importance of "hyper-personalization" through AI to 
differentiate financial products. Dubai Islamic Bank extended this idea with "instant fatwa access" using 
chatbot capabilities for users needing Shariah-compliant product clarification. 
4.6 Theme 5: Regulatory Environment and Institutional Readiness 
The regulatory environment in the GCC affects the ways Islamic banks are adopting fintech. For example, 
countries such as Bahrain and the UAE have advanced an innovation-friendly fintech ecosystem with 
Shariah-compliant sandboxes while other countries have taken a more conservative approach [29]. 

 
Figure 4: “The global Islamic fintech banking market” 
Table 5: Regulatory Landscape and Institutional Strategy Alignment 

Country Sandbox 
Presence 

Islamic Fintech 
Guidelines 

Institutional Digital Strategy 
Strength 

Saudi 
Arabia 

Yes Moderate High (Al Rajhi) 

UAE Yes Advanced High (Dubai Islamic Bank) 

Kuwait Limited Basic Moderate (KFH) 

Bahrain Yes Advanced Low (Al Baraka Bank) 

In both the UAE and Bahrain, regulators were called "enablers" as opposed to enforcing regulators. An 
executive at Dubai Islamic Bank commented on how taking the initiative to speak to the Central Bank’s 
fintech office, helped speed up the launch of their products [30]. 
4.7 Cross-Case Comparative Analysis 
The comparison review demonstrates different levels of readiness and strategic maturity: 

● Dubai Islamic Bank has the most developed integrated fintech strategy with multi-layered 
partnerships, emphasis on customer experience, and Shariah involvement at the beginning of the 
process.  

● Al Rajhi Bank has good digital infrastructure and tools for customers, but is slower to develop 
something in blockchain and finance related to artificial intelligence.  

● Kuwait Finance House does have a pro-innovation environment but is constrained by regulatory 
conservatism.  
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● Al Baraka Bank has not moved in innovation, which is largely due to their conservative, risk-
taking approach to fintech experimentation. 

The banks are now showing a trend of wanting to take a "modular fintech adoption" approach which 
means they are going to test something new, in a certain module area (e.g. onboarding, remittance) before 
embedding it in the core of their bank. 
 
V. CONCLUSION 
The blistering overturn of fintech has flipped the financial services market the world over, and Islamic 
banks in GCC are not an exception. The study discussed the manner in which the major Islamic financial 
institutions strategically counter fintech disruptions but at the same time are able to adhere to the Shariah 
tenets. According to the results obtained, it is clear that Islamic banks are implementing different policies 
according to their internal resources, regulatory conditions, and readings of religious principles. Major 
banks, including Dubai Islamic Bank, Al rajhi bank, have strongly adopted the concept of technology and 
trading fin tech companies and acquired the system with core banks. Nevertheless, other institutions, 
such as Al Baraka Bank, are reluctant because of the limitation in governance and the unclear issues 
relating to Shariah. Five main centres of the study of the study described areas in which Islamic banks are 
making their digital transition: the adoption of technology, collaboration, compliance issues, customer 
centric innovation, and regulatory adjustment. It was clear that the conflict between innovation and 
Shariah compliance will continue to be a focal point and it is especially with the introduction of the new 
technologies including AI, smart contracts, and blockchain. However, the idea of regulatory sandboxes 
and early interaction with the Shariah boards proved to be efficient methods to harmonize the priorities 
of religion and technology. In general, it is notable in the research that although Islamic banks in the 
GCC are more aware of the potential of fintech, the strategic responses remain developing. Organizations 
that have a vested interest in the digital infrastructure of agility, collaborative ecosystems, and Shariah 
compliant innovation stand a chance to succeed in the competitive fintech environment. To remain 
compliant and also to be competitive in the new digitally transformed financial environment, 
policymakers, regulators and the top management of the Islamic banks must align their forces and come 
up with inclusive strategies where inclusive firms remain lucrative as their counterparts in the new 
financial environment. 
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