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Abstract
Background: Artificial Intelligence (AI) is increasingly transforming Islamic social finance by improving
efficiency, transparency, and accountability. However, studies rarely integrate Al governance with Magasid al-
Shart‘ah in the management of Zakat, Infaq, Sadaqah, and Waqf (ZISWAF), particularly from a comparative
perspective. This study addresses this gap by examining Al-supported ZISWAF governance in Indonesia and
Malaysia.

Methods: This qualitative comparative case study investigated ZISWAF institutions in Banjar (West Java),
Nabire (Central Papua), and Malaysia. Data were collected through semi-structured interviews, institutional
documents, and field observations, then analyzed thematically using the perspectives of Magasid al-Shart‘ah and
Responsible Al governance.

Results: Al improves administrative efficiency, financial transparency, donor services, and evidence-based
decision-making. Nevertheless, implementation differs according to institutional readiness, digital infrastructure,
governance capacity, regulatory support, and human resource competence.

Discussion: Effective Al governance requires integrating Responsible Al principles with Magqdasid al-Shari‘ah,
particularly hifz al-mal, maslahah, al-'adl, and amanah. This integration enables technological innovation while
maintaining ethical accountability and public trust.

Conclusion: Sustainable Al adoption in ZISWAF institutions depends on harmonizing technological capability,
institutional governance, regulatory support, and Islamic ethical principles within an adaptive governance
framework.

Novelty: This study proposes a Magasid al-Shari‘ah-Based Al Governance Model integrating digital
infrastructure, institutional governance, Responsible Al, Sharia governance, and stakeholder participation into a
unified framework for ethical and sustainable Al implementation in ZISWAF institutions.

Keywords: Artificial Intelligence; ZISWAF Governance; Magasid al-Shari‘ah; Responsible Al; Islamic Social
Finance.

INTRODUCTION

Artificial Intelligence (AI) has emerged as one of the most transformative technologies driving digital governance,
institutional innovation, and public service modernization across various sectors, including finance, healthcare,
education, and public administration. Rather than functioning merely as an automation tool, Al increasingly
supports evidence-based decision-making through predictive analytics, intelligent data processing, fraud
detection, and real-time monitoring systems. As Al becomes more deeply embedded in institutional governance,
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international policy frameworks emphasize that its implementation should not only improve operational efficiency
but also uphold transparency, accountability, fairness, human oversight, and explainability to ensure trustworthy
and socially responsible decision-making (UNESCO, 2021; Floridi & Cowls, 2019; David et al., 2024,
Papagiannidis et al., 2025). These governance principles are particularly relevant for Islamic social finance
because institutions managing Zakat, Infaq, Sadagah, and Wagqf (ZISWAF) are entrusted not only with financial
resources but also with religious obligations, ethical accountability, and public confidence. Indonesia and
Malaysia represent two of the world's largest Islamic social finance ecosystems, where ZISWAF institutions play
an essential role in poverty alleviation, wealth redistribution, and sustainable socio-economic development.
Nevertheless, many institutions continue to experience fragmented digital infrastructure, manual administrative
procedures, limited transparency, and insufficient monitoring mechanisms that reduce operational effectiveness
and weaken public trust. As Al technologies become increasingly accessible, integrating intelligent digital systems
into ZISWAF governance presents an important opportunity to strengthen institutional performance while
maintaining compliance with Islamic legal and ethical principles.

The digital transformation of Islamic social finance has attracted increasing scholarly attention over the past
decade, although existing studies remain concentrated on digitalization rather than Al governance. Research on
wagqf digitalization demonstrates that technological innovation improves institutional efficiency, service quality,
donor participation, and organizational sustainability while simultaneously creating new challenges related to
governance, organizational readiness, and technological acceptance (Kasmon et al., 2024; Abdurrahman, 2024;
Agarwal & Nene, 2025). Likewise, systematic reviews of FinTech in Islamic social finance conclude that digital
innovation enhances financial inclusion and expands institutional capacity but highlight the absence of
comprehensive governance models capable of integrating emerging technologies into Islamic philanthropic
institutions (Amri et al., 2025). Studies on fintech-based zakat payment further indicate that users' intention to
adopt digital services depends largely on institutional credibility, transparency, technological trust, and perceived
security (Hadzovic et al., 2024; Al Mustofa et al., 2025). Meanwhile, recent research on Al in Islamic finance
argues that intelligent technologies have considerable potential to improve operational efficiency, financial
forecasting, fraud detection, and decision support; however, ethical governance, algorithmic accountability, and
Sharia compliance remain insufficiently explored (Kholidah et al., 2024; Igbal et al., 2025). Collectively, these
studies suggest that digital innovation alone cannot guarantee institutional legitimacy without governance
frameworks capable of ensuring responsible Al implementation.

From the perspective of Islamic legal theory, the implementation of Al should be guided by Magasid al-Shari ‘ah,
which seeks to realize public welfare (maslahah), justice (al-'adl), transparency, accountability, and the protection
of wealth (hifz al-mal). Previous scholarship consistently demonstrates that maqasid provides a flexible analytical
framework for responding to contemporary technological developments while preserving the normative objectives
of Islamic law. Alfiyanti et al. (2019) emphasize that Islamic financial governance should prioritize collective
welfare through ethical institutional management. Fakhruddin et al. (2024) argue that contemporary zakat
governance should evolve from conventional administrative practices toward socio-economic empowerment
based on maqasid principles. Likewise, Hasan et al. (2024) identify maslahah as an ethical foundation for
emerging financial technologies, whereas Aristoni (2021) and Sadiani et al. (2023) underline that transparency,
regulatory certainty, and accountable governance are essential for strengthening public confidence in Islamic
social finance (Lestianingsih et al., 2025). Despite these important contributions, previous studies generally
discuss Al governance, digital transformation, and Magasid al-Shari‘ah separately rather than integrating them
into a comprehensive analytical framework capable of explaining how responsible Al can be institutionalized
within ZISWAF governance. Consequently, theoretical understanding of the interaction between responsible Al
governance and Islamic legal ethics remains limited, particularly within comparative institutional contexts.

This study addresses that research gap by comparatively examining Al-supported ZISWAF governance in Banjar
(West Java, Indonesia), Nabire (Central Papua, Indonesia), and Malaysia. These cases were purposively selected
because they represent different levels of institutional development, digital infrastructure, governance capacity,
and socio-cultural characteristics within Islamic social finance. Banjar represents an area where ZISWAF
institutions have relatively established administrative practices, Nabire illustrates the challenges of implementing
Islamic philanthropy within geographically constrained and developing institutional environments, while
Malaysia represents one of Southeast Asia's most advanced Islamic finance ecosystems supported by relatively
mature digital governance. Comparing these three settings enables a more comprehensive understanding of how
institutional readiness, regulatory environments, technological infrastructure, and socio-cultural contexts
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influence Al implementation in Islamic philanthropic governance. Despite growing scholarly attention to digital
transformation in Islamic social finance, comparative evidence examining responsible Al implementation across
diverse institutional contexts remains scarce.

Accordingly, this study seeks to answer the following research question: How can Artificial Intelligence be
responsibly integrated into ZISWAF governance to improve institutional efficiency, transparency, and
accountability while remaining consistent with the objectives of Magasid al-Shari‘ah across different socio-
cultural contexts? To address this question, the study pursues three objectives: (1) to analyze existing ZISWAF
governance practices and institutional readiness for Al implementation in Banjar, Nabire, and Malaysia; (2) to
evaluate the opportunities and challenges associated with Al adoption within different regulatory, technological,
and socio-cultural environments; and (3) to develop a comparative governance framework that integrates
Responsible Al principles with Magasid al-Shart‘ah. This study contributes to the literature in three important
ways. First, it extends Al governance scholarship by incorporating Islamic legal and ethical perspectives into
institutional digital transformation. Second, it enriches the literature on Islamic social finance by providing
comparative empirical evidence from Indonesia and Malaysia, two countries representing different institutional
configurations of ZISWAF governance. Third, it proposes an integrated governance framework that offers
practical guidance for policymakers and Islamic philanthropic institutions seeking to strengthen efficiency,
transparency, accountability, and sustainable digital transformation while preserving the ethical objectives of
Islamic law.

LITERATURE REVIEW

Artificial Intelligence (AI) has fundamentally transformed organizational governance by enabling intelligent
decision-making, predictive analytics, automated financial management, and transparent public services.
Contemporary literature emphasizes that Al should not merely improve operational efficiency but also strengthen
institutional accountability, explainability, fairness, transparency, and ethical responsibility through responsible
governance frameworks supported by appropriate regulatory mechanisms and institutional oversight (Floridi &
Cowls, 2019; Kanungo et al., 2024; Zhao, 2024; Herrera, 2025; Papagiannidis et al., 2025). Recent international
policy developments further underline that effective Al governance requires robust data governance, continuous
risk assessment, institutional oversight, and assurance mechanisms to ensure that Al systems remain trustworthy,
reliable, and aligned with societal values (OECD, 2024; Department for Science, Innovation and Technology,
2024). These principles are particularly relevant for Islamic social finance because Zakat, Infaq, Sadagah, and
Waqf (ZISWAF) institutions simultaneously manage religious obligations, public trust, and socio-economic
welfare. Unlike commercial financial institutions that primarily pursue economic performance, ZISWAF
organizations are expected to uphold Islamic ethical values while ensuring efficient resource allocation and
transparent financial administration. Consequently, Al implementation within ZISWAF requires a governance
approach that integrates technological innovation with accountability, Shar?'ah compliance, institutional
assurance, and public confidence. Although Al has increasingly been adopted in financial services worldwide, its
institutional application within Islamic philanthropic governance remains relatively limited, especially regarding
responsible Al governance, ethical decision-making, and governance assurance (Pusparini et al., 2024; Sagiyeva
et al., 2025).

Recent studies have demonstrated that digital transformation has become a strategic priority in Islamic social
finance, particularly through the adoption of financial technology (FinTech), digital payment systems, blockchain,
and intelligent information management. A systematic review conducted by Kasmon et al. (2024) concludes that
digital technologies significantly enhance institutional efficiency, financial inclusion, donor participation, and
organizational sustainability within Islamic social finance across Asia. Similarly, research on waqf digitalization
indicates that technology adoption is influenced not only by digital infrastructure but also by organizational
readiness, innovation capability, institutional trust, and users' behavioral intentions toward digital services (Root,
2024; Harry et al., 2025; Siddiq et al., 2025; Nurbaeti et al., 2025; Mansouri et al., 2025). Complementing these
findings, Al Mustofa et al. (2025) demonstrate that public willingness to utilize fintech-based zakat services
depends largely on perceived security, transparency, trust, and institutional credibility. Furthermore, Igbal et al.
(2025) argue that Al possesses enormous potential to improve operational efficiency, fraud detection, financial
forecasting, and decision support within Islamic finance; however, they also emphasize that Al adoption requires
stronger governance mechanisms capable of addressing algorithmic accountability, ethical decision-making,
regulatory compliance, explainability, and transparency. This observation is consistent with international Al
governance frameworks, which emphasize that responsible Al implementation should incorporate data
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governance, privacy protection, risk management, and assurance mechanisms throughout the Al lifecycle to
maintain institutional trust and accountability (OECD, 2024; Department for Science, Innovation and Technology,
2024). Collectively, these studies establish that digital innovation represents an important opportunity for
strengthening Islamic social finance institutions, yet they also reveal that technological adoption alone cannot
guarantee institutional legitimacy without an integrated governance framework.

From the perspective of Islamic legal theory, the implementation of Al should be evaluated through the objectives
of Magqdsid al-Shari‘ah, which prioritize the realization of public welfare (maslahah), justice (al-'adl),
accountability, transparency, and the protection of wealth (hifz al-mal). Previous studies consistently demonstrate
that maqasid offers a flexible analytical framework capable of responding to technological developments while
preserving the ethical objectives of Islamic law. Alfiyanti et al. (2019) emphasize that Islamic financial
governance should be directed toward achieving collective welfare rather than merely improving administrative
performance. Fakhruddin et al. (2024) further argue that contemporary zakat management should be repositioned
from ritual administration toward socio-economic empowerment by integrating maqasid principles into
institutional governance. Likewise, Hasan et al. (2024) highlight the importance of maslahah as the ethical
foundation for emerging financial technologies, while Aristoni (2021) demonstrates that modern zakat governance
requires institutional transparency and regulatory consistency to maintain public trust. Recent scholarship on wagf’
transactions further demonstrates that institutional governance within Islamic philanthropy requires adherence to
classical legal principles governing evidence, legal certainty, and accountability, even when administrative
procedures become increasingly digitalized (Maulidah et al., 2024). Supporting this perspective, Solehudin et al.
(2024) explain that maqasid-based governance contributes to more accountable and sustainable zakat distribution
while simultaneously advancing broader social development objectives. These studies collectively indicate that
Magqasid al-Shart‘ah should function not merely as a normative legal doctrine but as an operational governance
framework for evaluating Al-assisted decision-making within Islamic philanthropic institutions.

Despite these significant contributions, important theoretical and empirical gaps remain. First, studies on
responsible Al governance predominantly discuss ethical principles, organizational accountability, and regulatory
frameworks from secular institutional perspectives without considering the distinctive ethical foundations of
Islamic social finance. Second, scholarship on Islamic social finance has concentrated primarily on digitalization,
fintech adoption, and electronic payment systems while paying relatively limited attention to Al governance,
algorithmic accountability, and intelligent institutional decision-making. Third, research employing Magasid al-
Shart‘ah generally adopts doctrinal or normative legal approaches and rarely operationalizes maqasid principles
as measurable governance indicators for evaluating Al implementation. Consequently, previous studies remain
fragmented, addressing technological innovation, Islamic legal ethics, and institutional governance as separate
areas rather than integrating them into a coherent analytical framework. Moreover, comparative evidence
regarding institutional Al readiness across different socio-cultural environments remains scarce, particularly
between Indonesian local contexts and Malaysia, despite both countries serving as important references in Islamic
social finance governance.

Building upon these limitations, this study develops an integrated conceptual framework that combines
Responsible Al Governance with Magasid al-Shari'ah to examine Al implementation within ZISWAF
institutions in Banjar (West Java), Nabire (Central Papua), and Malaysia. The comparative design enables
systematic analysis of how institutional capacity, digital infrastructure, governance quality, regulatory
environments, and socio-cultural characteristics influence Al adoption across different Islamic social finance
ecosystems. Unlike previous studies that separately examine Al governance, Islamic philanthropy, or maqasid-
based ethics, this research synthesizes these perspectives into a unified governance model capable of explaining
both technological feasibility and ethical legitimacy. Accordingly, this study contributes theoretically by
expanding discussions on responsible Al governance within Islamic social finance and operationalizing Magasid
al-Shari‘ah as an analytical framework for digital governance. Practically, the proposed framework provides
policy guidance for ZISWAF institutions seeking to enhance efficiency, transparency, accountability, and public
trust while ensuring that digital transformation remains consistent with the ethical objectives of Islamic law and
the broader mission of sustainable Islamic social finance.

METHODS

This study employed a qualitative comparative case study design to examine how Responsible Artificial
Intelligence (AI) can be integrated into the governance of Zakat, Infaq, Sadaqah, and Waqf (ZISWAF) institutions
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while remaining consistent with the objectives of Magasid al-Shari‘ah. A comparative qualitative approach was
selected because the research seeks to understand institutional practices, governance dynamics, and stakeholder
perceptions across different socio-cultural and regulatory environments rather than to measure causal relationships
statistically (Ahyani, 2025). Three cases were purposively selected: Banjar City (West Java, Indonesia), Nabire
(Central Papua, Indonesia), and Malaysia. These locations represent different stages of institutional development
and digital readiness within Islamic social finance. Banjar was selected because of its relatively established
ZISWAF administration and active institutional governance, Nabire represents a geographically constrained
region where Islamic philanthropic institutions operate within more limited technological infrastructure and
diverse socio-cultural conditions, while Malaysia provides an advanced benchmark for Islamic finance supported
by comparatively mature digital governance and regulatory frameworks. This variation enabled analytical
comparison regarding institutional readiness, governance capacity, technological adoption, and ethical
implementation of Al across different contexts. Participants were selected using purposive sampling based on
their direct involvement in ZISWAF governance and digital transformation initiatives. The study involved leaders
of zakat and waqf institutions, Sharia scholars, information technology practitioners, government officials
responsible for Islamic social finance, and community beneficiaries who had experience interacting with
institutional digital services. Such participant diversity was intended to capture multiple perspectives concerning
governance challenges, technological opportunities, transparency, institutional trust, and Sharia compliance.

Data were collected between March and June 2024 through three complementary techniques: semi-structured
interviews, field observations, and document analysis. Semi-structured interviews explored participants'
experiences regarding institutional governance, Al readiness, digital infrastructure, accountability mechanisms,
regulatory challenges, and ethical concerns associated with Al implementation. Field observations were conducted
at ZISWAF offices and service activities to understand operational procedures, beneficiary verification, fund
distribution, financial reporting, and existing digital practices. Documentary evidence included institutional
annual reports, internal governance guidelines, national zakat and waqf regulations, policy documents, digital
transformation strategies, and relevant fatwas concerning Islamic financial governance. The integration of these
three sources enabled methodological triangulation, thereby strengthening data credibility and reducing potential
bias arising from reliance on a single source of evidence. Data analysis followed an inductive thematic analysis
approach. Interview transcripts, observation notes, and documentary materials were coded iteratively to identify
recurring themes related to institutional readiness, governance quality, Al implementation, transparency,
accountability, public trust, and regulatory adaptation. Similar codes were subsequently grouped into broader
analytical categories that reflected common patterns as well as contextual differences among Banjar, Nabire, and
Malaysia. Cross-case comparison was then employed to identify both shared governance characteristics and
location-specific institutional challenges.

The analytical framework integrated Responsible Al Governance with Magasid al-Shari‘ah, enabling empirical
findings to be evaluated through both contemporary governance principles and Islamic legal ethics. Rather than
treating Magqasid al-Shari‘ah solely as a normative doctrine, this study operationalized its core objectives into
analytical indicators for interpreting institutional practices. Specifically, hifz al-mal (protection of wealth) was
used to evaluate financial transparency, fraud prevention, and accountability; maslahah (public welfare) assessed
institutional effectiveness and equitable distribution of ZISWAF funds; al-'adl (justice) examined fairness in
beneficiary identification and Al-assisted decision-making; and amanah (trustworthiness) measured institutional
integrity, public confidence, and governance responsibility. These indicators were interpreted alongside
internationally recognized principles of Responsible Al, including transparency, accountability, explainability,
and fairness (Floridi & Cowls, 2019; Papagiannidis et al., 2025). Analytical rigor was further strengthened through
investigator reflexivity, continuous comparison across data sources, and iterative validation of emerging themes
throughout the coding process. This methodological design ensured that the proposed Al governance framework
was developed from empirical evidence while remaining theoretically grounded in both Responsible Al
Governance and Magasid al-Shari‘ah, thereby directly addressing the study's objective of developing a
comparative governance model for ethical, transparent, and accountable ZISWAF management across diverse
institutional contexts.

RESULTS AND DISCUSSION

Comparative Institutional Readiness for AI Adoption in ZISWAF Governance

The comparative analysis reveals that the institutional readiness for Artificial Intelligence (AI) adoption differs
considerably across Banjar (West Java), Nabire (Central Papua), and Malaysia, reflecting variations in
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organizational capacity, digital infrastructure, governance maturity, and regulatory support. Interviews with
managers of ZISWAF institutions indicate that all three jurisdictions recognize digital transformation as an
important strategy for improving institutional performance; however, their levels of preparedness remain uneven.
Banjar has gradually introduced computerized financial reporting and digital donor databases, while most
operational activities continue to rely on manual verification and administrative procedures. In contrast, ZISWAF
institutions in Nabire still experience limited digital infrastructure, constrained human resources, and geographical
barriers that affect information management and service delivery. Malaysia demonstrates the highest degree of
institutional readiness through the integration of centralized digital platforms, standardized governance
procedures, and broader institutional investment in financial technology. These findings suggest that Al
implementation cannot be approached through a uniform model because institutional readiness is strongly
influenced by organizational capability, technological infrastructure, and local governance environments.

The empirical findings further indicate that institutional readiness extends beyond technological availability and
includes governance quality, regulatory certainty, and organizational commitment to transparency. Respondents
from Banjar emphasized that although digital financial reporting has improved administrative efficiency, the
absence of integrated decision-support systems limits the ability of institutions to optimize beneficiary verification
and resource allocation. Similarly, participants in Nabire highlighted that institutional challenges are primarily
associated with data quality, limited digital literacy among staff, and insufficient technological investment rather
than resistance toward innovation itself. Meanwhile, Malaysian institutions benefit from stronger coordination
among zakat authorities, regulatory agencies, and digital service providers, allowing technological innovation to
be incorporated into institutional governance more systematically. These findings are consistent with previous
studies demonstrating that successful digital transformation within Islamic social finance depends not only on
technological adoption but also on institutional governance, organizational readiness, and stakeholder acceptance
(Kasmon et al., 2024; Al Mustofa et al., 2025). Another important finding concerns the relationship between
institutional readiness and public trust. Across all three research locations, interview participants consistently
identified transparency and accountability as the primary determinants of donor confidence. Institutions that
provide accessible financial reports, systematic beneficiary databases, and transparent distribution mechanisms
are perceived as more credible and trustworthy. Nevertheless, respondents also acknowledged that digitalization
alone does not automatically increase public confidence unless supported by effective governance and clear ethical
standards. This observation corresponds with contemporary discussions on Responsible Al, which argue that
technological innovation should simultaneously promote transparency, accountability, explainability, and fairness
rather than merely improving operational efficiency (Floridi & Cowls, 2019; Papagiannidis et al., 2025).
Consequently, institutional readiness should be understood as a multidimensional concept encompassing
technological capacity, governance quality, ethical oversight, and stakeholder participation.

The comparative evidence also demonstrates that differences in institutional readiness are closely associated with
local socio-cultural and regulatory contexts. Banjar benefits from relatively established Islamic philanthropic
networks and ongoing efforts to strengthen waqf governance through regulatory awareness and institutional
development. Nabire, on the other hand, represents an emerging institutional environment where Islamic
philanthropic organizations must simultaneously address infrastructural limitations and community capacity
building before adopting more sophisticated Al applications. Malaysia presents a comparatively mature ecosystem
characterized by stronger digital governance, wider integration of Islamic financial technologies, and greater
institutional experience in managing digital transformation. Rather than representing superior or inferior
governance models, these differences illustrate distinct stages of institutional digital maturity that require context-
sensitive implementation strategies. Similar conclusions have been reported in previous studies on Islamic social
finance, which emphasize that organizational readiness and contextual adaptation significantly influence the
success of digital innovation initiatives (Aristoni, 2021; Fakhruddin et al., 2024; Igbal et al., 2025).

To summarize the comparative findings, institutional readiness for Al adoption can be categorized into three
complementary dimensions: technological readiness, governance readiness, and socio-ethical readiness.
Technological readiness refers to the availability of digital infrastructure and information systems; governance
readiness includes regulatory support, institutional coordination, and accountability mechanisms; while socio-
ethical readiness concerns stakeholder trust, digital literacy, and the integration of Islamic ethical values into
technological innovation. As presented in Table 1, Banjar demonstrates moderate readiness with improving
governance capacity, Nabire exhibits emerging readiness constrained by infrastructural and human resource
limitations, whereas Malaysia possesses relatively high readiness across all institutional dimensions. These
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findings provide the empirical foundation for the next section, which examines how Al may be implemented to
improve operational efficiency, transparency, and accountability within ZISWAF governance while considering
the opportunities and constraints identified across the three comparative settings.

Table 1. Comparative Institutional Readiness for AI Adoption in ZISWAF Governance

Dimension Banjar (Indonesia) | Nabire (Indonesia) | Malaysia
Digital infrastructure Moderate Emerging High
Institutional governance Moderate—High Moderate High

Human resource readiness Moderate Limited High
Regulatory support Moderate Moderate High
Transparency mechanisms Developing Developing Well-established
Overall readiness for Al adoption | Moderate Emerging High

Source: Authors' analysis based on qualitative field data (2025).

Opportunities and Challenges of Artificial Intelligence Implementation in ZISWAF Governance

The comparative findings demonstrate that Artificial Intelligence (Al) offers substantial opportunities to improve
the operational performance of ZISWAF institutions across Banjar, Nabire, and Malaysia. Interview data indicate
that respondents consistently perceived AI not merely as a technological innovation but as an institutional
instrument capable of strengthening administrative efficiency, improving transparency, and supporting evidence-
based decision-making. Al-assisted data processing enables faster verification of beneficiaries, automated
financial reporting, donor profiling, fraud detection, and predictive allocation of philanthropic resources. These
capabilities reduce repetitive administrative workloads while allowing institutional personnel to focus on strategic
planning and community engagement. Respondents from Banjar emphasized that the gradual digitalization of
donor databases has simplified reporting procedures and increased organizational responsiveness. Similarly,
Malaysian institutions reported that predictive analytics supports more accurate estimation of zakat distribution
needs, thereby improving planning efficiency and reducing delays in financial disbursement. These findings
support previous studies indicating that AI and financial technology significantly enhance institutional
effectiveness within Islamic social finance while simultaneously strengthening organizational sustainability and
service quality (Kasmon et al., 2024; Igbal et al., 2025).

Beyond operational efficiency, Al also creates important opportunities for improving institutional transparency
and accountability. Participants across the three case studies highlighted that digital technologies facilitate real-
time financial monitoring, automated audit trails, and more accessible reporting systems, thereby strengthening
donor confidence and institutional legitimacy. Such improvements are particularly important because public trust
constitutes one of the most valuable assets of ZISWAF institutions. Respondents observed that transparent digital
reporting enables donors to monitor the utilization of charitable funds more effectively, while institutional
managers benefit from improved internal supervision and documentation. Nevertheless, the empirical evidence
also suggests that transparency should not be interpreted solely as technological openness but rather as an
organizational commitment supported by accountable governance structures. This finding is consistent with
Responsible Al principles, which emphasize explainability, accountability, transparency, and fairness as essential
components of trustworthy Al systems rather than optional technological features (Floridi & Cowls, 2019;
Papagiannidis et al., 2025). Consequently, Al implementation becomes valuable only when technological
innovation is accompanied by institutional mechanisms capable of ensuring ethical accountability and public
oversight.

Despite these opportunities, the findings reveal several challenges that limit Al implementation across the three
research locations. The most frequently identified obstacle concerns disparities in digital infrastructure and
institutional capacity. Respondents in Nabire reported that unreliable internet connectivity, limited digital
infrastructure, and shortages of technically skilled personnel constrain the effective utilization of Al-based
management systems. Meanwhile, institutions in Banjar acknowledged that although digital reporting systems
have improved administrative performance, the absence of integrated data platforms reduces opportunities for
advanced AI applications such as predictive analytics and automated beneficiary assessment. Even within
Malaysia, where technological infrastructure is relatively advanced, participants expressed concerns regarding
data governance, cybersecurity, algorithmic accountability, and regulatory adaptation. These findings indicate that
Al adoption should be understood as an organizational transformation process rather than a purely technological
intervention. Similar observations have been reported in studies on digital transformation within Islamic social
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finance, which emphasize that institutional readiness, technological capability, and governance quality
collectively determine successful innovation outcomes (Kasmon et al., 2024; Al Mustofa et al., 2025).

Another critical challenge concerns the ethical implications of algorithmic decision-making within Islamic
philanthropic institutions. Participants consistently argued that Al should function as a decision-support system
rather than replacing human judgment in determining beneficiary eligibility or distribution priorities. Religious
scholars interviewed during this study emphasized that decisions involving social justice, public welfare, and
vulnerable communities require contextual interpretation that cannot be fully delegated to algorithmic systems.
This concern becomes particularly significant within ZISWAF governance because Islamic philanthropy is guided
not only by administrative efficiency but also by ethical obligations derived from Maqasid al-Shart'ah.
Respondents therefore recommended that Al applications incorporate mechanisms for explainability, human
supervision, and Sharia compliance assessment before institutional implementation. These findings correspond
with contemporary scholarship arguing that responsible Al governance requires continuous human oversight,
ethical accountability, and context-sensitive regulatory frameworks to prevent algorithmic bias and preserve
public trust (Floridi & Cowls, 2019; Papagiannidis et al., 2025; Igbal et al., 2025). Overall, the comparative
evidence indicates that Al implementation within ZISWAF governance presents a combination of strategic
opportunities and institutional challenges that vary according to organizational maturity and socio-cultural
context. Banjar demonstrates moderate progress through administrative digitalization, Nabire illustrates the
importance of strengthening institutional capacity before implementing advanced Al applications, while Malaysia
provides evidence of how integrated digital ecosystems can maximize the benefits of Al-supported governance.
Rather than recommending identical implementation strategies, the findings suggest that Al adoption should
follow a gradual and context-sensitive pathway aligned with institutional readiness, regulatory capacity, and
Islamic ethical principles. Table 2 summarizes the principal opportunities and challenges identified across the
three research settings. These findings provide the empirical basis for developing the integrated Al governance
framework based on Magqasid al-Shari'ah, which is elaborated in the following section.

Table 2. Opportunities and Challenges of AI Implementation in ZISWAF Governance

Dimension Opportunities Challenges

Operational Automated reporting, faster beneficiary | Limited digital infrastructure and

management verification, improved efficiency technical capacity

Financial Real-time monitoring, audit trails, fraud Data governance and cybersecurity

governance detection risks

Public Greater transparency and donor confidence Algorithm explainability and public

accountability acceptance

Decision-making Predictive analytics and evidence-based | Potential algorithmic bias and over-
planning reliance on automation

Sharia governance | Stronger compliance  monitoring and | Need for continuous human oversight
documentation and ethical review

Source: Authors' analysis based on qualitative field data (2025).

A Magqasid al-Shari’ah-Based Al Governance Model for Sustainable ZISWAF Management

The comparative findings demonstrate that successful Artificial Intelligence (AI) implementation in ZISWAF
governance cannot rely solely on technological capability but must be supported by an integrated governance
framework that combines institutional accountability, ethical supervision, and Islamic legal principles. While
Banjar illustrates gradual institutional digitalization, Nabire highlights the importance of strengthening
organizational capacity before adopting advanced Al systems, and Malaysia demonstrates the advantages of
integrating digital technologies within an established regulatory environment. These differences indicate that
technological sophistication alone does not determine successful Al adoption. Rather, institutional legitimacy
depends upon balancing operational efficiency with transparency, public accountability, and ethical responsibility.
This finding supports contemporary Responsible Al governance literature, which emphasizes that Al systems
should remain explainable, accountable, transparent, and subject to continuous human oversight rather than
functioning as autonomous decision-makers (Floridi & Cowls, 2019; Papagiannidis et al., 2025). Accordingly,
this study proposes an integrated Al governance model grounded in Magdsid al-Shari'ah, enabling digital
innovation while preserving the normative objectives of Islamic philanthropy.
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The proposed governance model positions Magasid al-Shari'ah as the normative foundation for institutional Al
governance. Rather than treating Al merely as an efficiency-enhancing technology, the model conceptualizes Al
as an ethical decision-support instrument designed to realize public welfare (maslahah), justice (al-'adl), trust
(amanah), and the protection of wealth (hifz al-mal). Within this framework, Al performs operational functions
such as beneficiary verification, predictive resource allocation, financial reporting, fraud detection, and
monitoring, whereas final institutional decisions remain under human supervision through Sharia boards and
organizational governance mechanisms. This governance structure is particularly important because decisions
concerning wagf administration and Islamic philanthropic transactions continue to require human legal judgment
grounded in Islamic jurisprudence. Studies on wagf governance demonstrate that the legal validity of wagf
transactions depends not only on procedural efficiency but also on compliance with Sharia principles, evidentiary
requirements, and institutional oversight, highlighting that technological systems should support rather than
replace human religious authority (Maulidah et al., 2024). Such an arrangement preserves the ethical flexibility
required in Islamic philanthropy while minimizing the risks associated with algorithmic bias and automated
decision-making. Previous studies similarly argue that digital transformation in Islamic social finance should
integrate technological innovation with Islamic legal values to strengthen institutional legitimacy and public
confidence (Aristoni, 2021; Fakhruddin et al., 2024; Solehudin et al., 2024; Igbal et al., 2025).

Building upon the empirical evidence obtained from the three comparative cases, the proposed model consists of
five interrelated governance components. First, digital infrastructure provides the technological foundation
through integrated databases, secure information systems, and Al-supported analytics. Second, institutional
governance establishes organizational procedures involving internal control, financial accountability, regulatory
compliance, and operational standardization. Third, Al governance introduces principles of transparency,
explainability, algorithmic accountability, cybersecurity, and continuous monitoring following Responsible Al
standards. Fourth, Sharia governance ensures that Al-generated recommendations are evaluated through the
perspectives of magasid al-shart'ah, involving Islamic scholars, institutional leaders, and ethical review
mechanisms before implementation. Finally, stakeholder participation creates continuous interaction among
donors, beneficiaries, regulators, technology developers, and local communities to maintain institutional
legitimacy and strengthen public trust. The interaction among these five components transforms Al from a purely
technical innovation into an integrated governance ecosystem capable of supporting sustainable Islamic social
finance across diverse institutional settings. Beyond these five governance dimensions, effective implementation
also requires an Al assurance mechanism to ensure that governance principles are consistently translated into
organizational practice. Recent international policy developments emphasize that responsible Al should not stop
at establishing ethical principles but should include continuous assessment, algorithmic testing, risk evaluation,
transparency verification, and independent oversight throughout the Al lifecycle (OECD, 2025). Within ZISWAF
governance, Al assurance may be operationalized through periodic audits of Al-supported decision-making,
explainability assessments, cybersecurity monitoring, documentation of algorithmic performance, and regular
Sharia compliance reviews conducted by institutional governance bodies. Such assurance mechanisms strengthen
institutional accountability while ensuring that Al systems remain aligned with both Responsible Al principles
and the objectives of Magqasid al-Shari'ah.

Following the establishment of an Al assurance mechanism, implementation of the proposed governance model
should proceed through a phased institutional approach rather than immediate full-scale automation. Institutions
with emerging digital capacity, such as those observed in Nabire, should prioritize infrastructure development,
digital literacy, and organizational capacity building before deploying advanced Al applications. Institutions
demonstrating moderate readiness, such as Banjar, may expand existing digital reporting systems toward Al-
assisted decision support while strengthening institutional governance and ethical oversight. More advanced
institutions, represented by Malaysia, may integrate predictive analytics, automated auditing, blockchain
verification, and interoperable digital platforms while continuously maintaining Sharia supervision and regulatory
accountability. This staged implementation strategy recognizes that institutional readiness differs substantially
across regions and therefore avoids imposing a uniform governance model regardless of organizational capability.
Consequently, Al implementation becomes adaptive, scalable, and socially acceptable while remaining aligned
with Islamic legal objectives.

The principal contribution of this study lies in developing a governance framework that integrates Responsible Al

principles with Magqdsid al-Shari'ah into a single analytical model for ZISWAF management. Unlike previous
studies that examine Al governance, Islamic philanthropy, or Islamic legal ethics separately, this research
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demonstrates how technological governance and Islamic normative values can be systematically combined within
institutional practice. The proposed framework therefore extends existing scholarship by offering both theoretical
and practical contributions. Theoretically, it enriches discussions on Al governance by incorporating Islamic
jurisprudential perspectives into digital governance studies. Practically, it provides policymakers, ZISWAF
administrators, and Islamic financial institutions with an adaptable governance framework capable of
strengthening transparency, accountability, public trust, and institutional sustainability. As illustrated in Figure 1
and summarized in Table 3, the model represents a scalable approach for responsible Al adoption in Islamic social
finance that balances technological innovation with the higher objectives of Islamic law.

Table 3. Proposed AI Governance Model Based on Maqasid al-Shar1'ah

Governance Primary Function Expected Outcome

Component

Digital Integrated database, Al analytics Efficient data management

Infrastructure

Institutional Internal control and regulatory compliance Good governance

Governance

Responsible Al Transparency, explainability, accountability Trustworthy Al

Governance

Al Assurance Algorithm audit, risk assessment, monitoring, Continuous compliance and
certification, performance evaluation trustworthy implementation

Sharia Governance | Magasid evaluation, Sharia supervision Compliance with Islamic legal

principles
Stakeholder Public engagement and feedback Institutional legitimacy
Participation

Source: Authors' conceptual analysis based on empirical findings (2025).

Based on the comparative findings presented in Sections 4.1 and 4.2, this study proposes an integrated governance
framework that combines Responsible Artificial Intelligence (Al) principles with the objectives of Magasid al-
Shart'ah to strengthen the governance of Zakat, Infaq, Sadagah, and Waqf (ZISWAF) institutions. The proposed
framework responds to the empirical evidence showing that successful Al implementation depends not only on
technological capability but also on institutional readiness, governance quality, ethical accountability, and Sharia
compliance. Rather than positioning Al solely as a technological instrument for improving operational efficiency,
the model conceptualizes Al as an ethical governance ecosystem that supports transparent decision-making,
accountable financial management, sustainable institutional development, and evidence-based policy formulation
across diverse institutional contexts. In this regard, Al serves as a decision-support mechanism operating under
continuous human supervision, ensuring that technological innovation remains aligned with the higher objectives
of Magqasid al-Shart'ah, particularly the realization of maslahah (public welfare), al-'adl (justice), amanah
(trustworthiness), and hifz al-mal (protection of wealth). This integrated approach also reflects contemporary
Responsible AI governance, which emphasizes transparency, explainability, accountability, human oversight, and
ethical responsibility as essential conditions for trustworthy Al deployment (Papagiannidis et al., 2025; OECD,
2025).

Accordingly, the proposed governance model integrates six mutually reinforcing components: digital
infrastructure, institutional governance, Responsible Al governance, Al assurance, Sharia governance, and
stakeholder participation. These components operate as an interconnected governance ecosystem in which
technological capability is continuously supported by regulatory oversight, organizational accountability, ethical
review, and public participation. Within this framework, A/ assurance functions as a cross-cutting mechanism
that verifies the reliability, transparency, security, and compliance of Al systems through continuous monitoring,
risk assessment, algorithmic evaluation, and institutional oversight. The interaction among these governance
dimensions enables institutions to continuously evaluate Al performance, mitigate emerging technological risks,
strengthen organizational resilience, and improve stakeholder confidence throughout the digital transformation
process. Consequently, the model not only facilitates operational efficiency but also promotes institutional
legitimacy, public trust, and sustainable digital transformation within Islamic social finance. Figure 1 presents the
conceptual framework developed from the comparative empirical findings and theoretical synthesis of this study,
illustrating the dynamic interaction among the six governance components in supporting responsible and Sharia-
compliant Al implementation in ZISWAF management.
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Figure 1. Magqasid al-Shari'ah-Based Al Governance Model for Sustainable ZISWAF Management
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The model integrates technological capability, institutional governance, ethical Al principles, Sharia oversight,
and stakeholder participation to achieve sustainable, transparent, and Magasid-oriented ZISWAF management.

Source: Developed by the authors based on empirical findings and conceptual synthesis (2025).

CONCLUSION

This study demonstrates that the integration of Artificial Intelligence (Al) into the governance of Zakat, Infaq,
Sadaqah, and Waqf (ZISWAF) should be understood not merely as a technological innovation but as an
institutional transformation requiring the harmonization of digital capability, organizational governance, and
Islamic legal-ethical principles. Addressing the first research question, the comparative findings reveal that
institutional readiness for Al adoption varies considerably across Banjar, Nabire, and Malaysia due to differences
in digital infrastructure, governance capacity, regulatory support, and socio-cultural contexts. Banjar represents a
moderately prepared institutional environment with ongoing digital transformation, Nabire illustrates the
challenges of limited technological capacity and organizational resources, while Malaysia demonstrates a
relatively mature ecosystem supported by integrated digital governance. Regarding the second research question,
the study finds that AI creates significant opportunities to improve operational efficiency, transparency,
accountability, donor confidence, and evidence-based decision-making. Nevertheless, these opportunities are
accompanied by challenges related to digital inequality, data governance, algorithmic accountability,
cybersecurity, human resource capacity, and the need to preserve Sharia compliance through continuous human
oversight. Consequently, successful Al implementation cannot rely exclusively on technological advancement but
requires adaptive governance that responds to institutional readiness and local socio-religious conditions.

Addressing the third research question, this study proposes a Magasid al-Shari'ah-Based Al Governance Model
that integrates five interrelated governance dimensions: digital infrastructure, institutional governance,
Responsible Al governance, Sharia governance, and stakeholder participation. The proposed framework positions
Al as an ethical decision-support system operating under the normative objectives of magqasid al-shari'ah,
particularly the realization of maslahah (public welfare), al-'adl (justice), amanah (trustworthiness), and hifz al-
mal (protection of wealth). The principal novelty of this research lies in the development of an integrated
governance model that systematically combines Responsible Al principles with Islamic legal objectives within
the context of ZISWAF governance. Unlike previous studies that examine Al governance, Islamic social finance,
or magasid al-shari'ah independently, this research synthesizes these perspectives into a comprehensive analytical
framework supported by comparative empirical evidence from Indonesia and Malaysia. Accordingly, the study
contributes theoretically by extending the discourse on Responsible Al through the incorporation of Islamic
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jurisprudential perspectives, while practically providing policymakers, ZISWAF institutions, and Islamic
financial organizations with an adaptive governance framework for implementing Al in a manner that strengthens
transparency, accountability, institutional legitimacy, and sustainable digital transformation without
compromising the ethical objectives of Islamic law.

Despite these contributions, several limitations should be acknowledged. First, the study is based on a qualitative
comparative case study involving three institutional settings, and therefore its findings should not be generalized
to all ZISWAF institutions across Indonesia, Malaysia, or other Muslim-majority countries without considering
contextual differences. Second, the proposed governance model remains conceptual and has not yet been
empirically evaluated through large-scale quantitative testing or longitudinal implementation. Future research
may validate the proposed framework using mixed-method approaches, structural equation modeling, or
comparative policy analysis across broader institutional contexts. Further studies may also examine the integration
of emerging technologies—including blockchain, explainable Al, predictive analytics, and smart contracts—
within Islamic social finance while assessing their long-term implications for governance, regulatory compliance,
institutional performance, and the realization of the higher objectives of magasid al-shari'ah. Such investigations
will further strengthen the development of responsible, transparent, and sustainable Al governance for Islamic
philanthropic institutions in the digital era.
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