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Abstract 

The challenge of financial inclusion is still relevant to emerging 
economies such as Pakistan where only 21% of adults have an account 
with a formal Financial Institution. This exclusion is closely connected 
to religious sensitivities about interest-bearing banking, and it has 
resulted in millions of poor people being excluded from the formal 
financial sector. This research uses a mixed method approach to examine 
the impact of Fintech on Islamic financial inclusion in Pakistan. The data 
were quantitatively gathered from 400 respondents in Punjab, Sindh, 
and Khyber Pakhtunkhwa through stratified multistage sampling with 
an error margin of 5% (at a confidence level of 95%). Respondents’ 
demographic and financial behaviour characteristics, as well as their 
Islamic Fintech awareness, were assessed using structured surveys and 
20 semi-structured interviews conducted with users and non-users of the 
Islamic Fintech services. Statistical analysis (using SPSS) involved 
descriptives, correlation and logistic regression while NVivo was used 
for coding of interview transcripts. The findings reveal that 59.5% of the 
sample has access to formal accounts, whilst 23.0% uses mobile money 
and 17.5% is excluded altogether. While 65.5% of the respondents were 
aware of Islamic Fintech, only37.0% claimed that they used it; mobile 
wallets being the most used service. Correlation results indicated 
significant positive relationships between the use of Islamic Fintech and 
all financial inclusion indicators, namely account ownership (r = 0.41, p 
< 0.001), savings (r = 0.36, p = 0.002), borrowing (r = 0.32, p = 0.004) 
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and transaction frequency (r = 0.44, p <.001). Logistic regression 
analysis demonstrated that Fintech users were 2.05 times more likely to 
use formal accounts (OR = 2.05, p = 0.001); income and location were 
significant predictors as well. Intermediary themes included trust, the 
Shariah-compliant nature of contracts, and digital literacy as key 
predictors of adoption. Our results offer strong and robust empirical 
evidence for Islamic Fintech as a powerful instrument to extend financial 
inclusion in Pakistan but indicating barriers which call for focused 
policy and industry reactions.  

Keywords: Islamic Fintech, Financial Inclusion, Shariah Compliance, 

Digital Banking, Pakistan.   
 

Introduction 
One of the key challenges for developing countries is financial 

inclusion, as significant portions of their population remain locked out of 
traditional banking systems. In Pakistan, despite wide banking penetration 
and a number of government-led schemes, the financial inclusion level 
remains significantly lower than regional counterparts. (Zulfiqar et al., 2016) 
reveals that just 21 percent of Pakistani adults had an account at a formal 
financial institution, a number reflecting the continued exclusion of millions 
from basic financial services. This exclusion has substantial effects: it hampers 
the ability of households to save safely, borrow for consumption or business 
needs and share risk via insurance, among others. Small and medium-sized 
enterprises (SMEs) lack finance to expand; households suffer from exclusion, 
which exacerbates poverty and vulnerability (Pazarbasioglu et al., 2020). 

What is unique about financial exclusion in Pakistan is its 
unsurprisingly high religious orientation. Studies have consistently found that 
a significant portion of the population choose not to use mainstream banking 
services on religious grounds, due to the perceived absence of Riba (interest). 
The State Bank of Pakistan (SBP) has always recognized that Shariah-
compliance is not just the flavor of a month, but a requirement for majority 
potential users (F Khan, 2015). Islamic banking has grown steadily in recent 
years but it is not yet deep enough to bridge the gap between banked and 
unbanked. Amid this environment, Fintech has come to be seen as a 
disruptive force that could narrow the gap by bringing Shariah-complaint 
services within easy and affordable reach, at scale (Valeri et al., 2020). 

Fintech has shown it has great potential, globally to reduce the cost of 
transactions and service previously unreachable areas, as well as enabling 
payments, credit and insurance innovation. In Muslim majority markets, this 
has spawned “Islamic Fintech”, fusing digital platforms with products such as 
profit and loss sharing microfinance, digital zakat distribution and takaful 
(Islamic insurance) (Muneeza & Mustapha, 2021). Increased mobile 
penetration and digital payment channels in Pakistan have paved the way for 
Fintech driven Islamic finance. The likes of the Raast instant payment system 
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and branchless banking agent networks have proven that digital platforms 
can cater to segments traditionally ignored by traditional banks. However, 
despite these optimistic developments, there is scarce empirical work 
exploring whether Islamic Fintech really coping financial exclusion of 
Pakistani households and SMEs (Ishaq, 2022). 

The challenge, thus, is not merely a continuance of exclusion but also 
obscurity surrounding the degree to which Fintech itself facilitates Islamic 
financial inclusion. Whilst policy papers and reports highlight the promise of 
digital applications, how successful they have been as facilitators of Shariah-
compliant inclusion for women, rural households and micro-entrepreneurs is 
still under-researched. Structural issues like digital ignorance, spotty 
infrastructure and a lack of uniform Shariah-governance frameworks are also 
red flags for scalability and trust (Alsaghir, 2023). 

In this context, the current research attempts to analyse the impact of 
Fintech on Islamic financial inclusion in case of Pakistan. Through an 
exploration of new developments in digital Islamic finance and their 
relevance for underbanked groups, the research offers empirical evidence on 
how technology can be harnessed to address issues of access, affordability, 
and compliance. The emphasis is placed on apprehending the potentials and 
limitations to propose evidence-based policy recommendations for the 
policymakers, Islamic financial institutions and Fintech providers. 

Review of Literature 
Emerging evidence shows that FinTech has the potential to reduce 

frictions in accessing finance including cost, geography and information 
asymmetries. Through digital payment platforms, mobile money and 
algorithmic credit scoring, millions around the world have been able to access 
basic transactional services as well as small loans at a much lower cost than 
branch-based models. Cross-country studies on emerging and developing 
economies find that Fintech entry leads to an increase in account ownership 
and payments usage whereas the impact on more intense financial services 
usage (savings, productive credit) is more diverse–it’s contingent not only of 
the level of development but also on regulatory environment and consumer 
protections (Agarwal et al., 2025). Crucially, these studies also warn that 
Fintech alone is no panacea: digital literacy, identity systems and trust 
continue to be key intermediaries of impact. 

Islamic Fintech is a newly emerging sub-discipline which fuses 
normative Shariah observance and electronic/digital delivery. Core 
modalities include Shariah-compliant digital payments and wallets, 
crowdfunding and peer-to-peer platforms designed without Riba (interest), 
digital microfinance based on profit loss sharing principles, online takaful 
distributions, and portals to enable collection and distribution of zakat as well 
as waqf (endowments). (Chong, 2021) say Islamic Fintech can extend inclusion 
uniquely by providing credible, affordable non-Riba (Shariah compliant) 
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choices, bringing in customers otherwise without formal finance for religious 
reasons. Meta-analyses and bibliometric surveys indicate a rapid escalation of 
research attention since 2017, but stress that the literature so far is mostly 
conceptual or descriptive rather than empirically evaluative. 

The two Fintech and Islamic banking ecosystems in Pakistan have 
developed quickly over the past years, presenting an interesting environment 
for research. The State Bank of Pakistan (SBP) has reported significant 
increases in digital payments and account use and is working to enhance 
Islamic banking as part of its broader plans (Albaity & Rahman, 2019). SBP 
payment system reviews and policy papers capture the growth of mobile-
banking channels, agent networks, and digital onboarding regulation that 
lowers the cost of account opening, structural changes for inclusion. It is only 
recently that some country level studies have made the case that while 
technological diffusion may be necessary, it certainly isn't sufficient to bring 
about inclusive outcomes. 

The most recent studies on Pakistan in academic and policy literature 
have begun to explore the Fintech adoption of Islamic banking users. 
Empirical studies find high demand for digital Islamic banking products, 
while a couple of particular cases indicate the potential of pilot initiatives, 
such as mobile microfinance and digital zakat platforms, that can reach low-
income customers (Ok, 2025). But sector reports and academic papers also list 
persistent obstacles: poor interoperability between Islamic and conventional 
digital systems, a lack of standardized Shariah governance instruments for 
Fintech products, as well as low financial and digital literacy among certain 
segments (especially women and rural households) (Syarif, 2024). These 
constraints in part explain why digital growth has not always led to greater, 
Shariah-compliant financial inclusion. 

Heterogeneity of the inclusionary effects of Fintech is a common theme 
in the literature. Global Findex and national surveys indicate that gender lags 
in financial access are significant in Pakistan, with digitalization both a 
potential mitigator and exasperator of these gaps based on product design 
and cultural considerations. Studies have shown that women are less likely to 
own smartphones, boast a lower level of digital literacy and overcome 
normative barriers in the access to formal finance, requiring the product 
design as well as outreach to be gender sensitive for Islamic Fintech deliver an 
impact (Rawat, 2025). Equally, they are themselves frustrated by agent 
network coverage and the quality of digital infrastructure in rural and remote 
areas that limit expansion of app-based solutions. Empirical evidence suggests 
the use of complementary strategies such as agent networks, simplified 
onboarding, and human centric design, help to leverage Fintech availability 
for inclusive use. 

Literature asserts essential implications for regulation and institutional 
strategy in determining whether Fintech contributes to inclusion. Public-
sector initiatives, such as digital ID systems, enabling sandbox regulations 
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that provide space for experimentation and testing of new solutions, 
interoperability mandates, and selective incentives have shown to be 
correlated with faster uptake across similar markets more equitably. For 
Islamic Fintech, on the other hand, regulators and standard-setters have both 
to ensure Shariah compliance and to not substitute innovation. The global and 
regional studies recommend for established Shariah governance framework 
for digital products, capacity enhancement of Shariah scholars in the field of 
digital finance and regulatory sandboxes with Islamic Fintech use cases 
(Webb, 2025). In Pakistan, references in to SBP strategies and industrial 
analysis capture the push towards aligning Islamic banks strategy with digital 
transformation while some academics argue that practical implications for 
Islamic Fintech regulation are still nascent and they warrant more focused 
guidelines. 

Although descriptive and cross-sectional studies have reported 
associations between digital access and account ownership, relatively few 
causal micro-level evaluations examining the effects of Islamic Fintech on 
household economic outcomes in Pakistan are found in the literature. The 
majority of Islamic Fintech empirical research is based on customer intention 
surveys, early adoption experimentations or small pilots; limited use is made 
of RCTs and panel-data analysis (Behaghel et al., 2019). In addition, extant 
studies tend to mix general Fintech and Islamic Fintech together, which makes 
it challenging to sort out the specific impact of Shariah alignment on 
inclusion. (Bouteraa et al., 2023) suggest such approaches are needed to ensure 
rigorous, mixed-methods fieldwork that uses transacting data from Fintech 
providers, household surveys and qualitative interviews to gauge both 
quantifiable uptake and users’ views of Shariah compliance. This 
methodological shortcoming is the empirical motivation for our study. 

Three particular gaps are evident in the literature reviewed. First, there 
is scant rigorous evidence from Pakistan whether Islamic Fintech leads to both 
access and sustained usage among individuals who previously abstained 
from formal finance on religiosity grounds (Z Khan, 2024). Second, not 
enough attention is given in the literature to how differing product levels 
(payments, savings, microcredit, takaful, zakat facilitation) can be influential 
for inclusive development achievements. Third, there is no systematic 
evidence in the literature linking regulatory design elements (such as Shariah 
governance standards, interoperability rules and agent regulation) with 
uptake by under-served populations. By attending to these vacancies such as 
not just with country-specific, recent figures but also using a mixed-methods 
methodology, this research has set out to contribute robust evidence and more 
specific direction for policy-makers considering how they can use Fintech in 
order to promote Islamic financial inclusion in Pakistan. 

Methodology 
This present work is a mixed-method analysis to explore the role of 



Swat University Journal of Religious & Islamic Studies, Jan – June 2025, Volume: 03, Issue: 01 

6 

Fintech in Islamic Financial Inclusion in Pakistan. A mixed design was 
deemed the most appropriate since financial inclusion can be measured, in 
terms of account ownership, transaction frequency and credit access, among 
other indicators, but also because financial inclusion is a social phenomenon 
which demands knowledge of perceptions, attitudes and barriers citizens face 
(Nandru et al., 2016). By using a mixed-method approach combining the 
quantitative information from survey findings with qualitative feedback from 
semi-structured interviews, the method provides optimum results in terms of 
deep and broad perspectives on how far Fintech supports Islamic financial 
inclusion. 

3.1 Population and Sampling 
The sample for this research consists of adult respondents in Pakistan 

who are money users or potential consumers of financial service, especially 
those looking for Shariah complaint products (Nazir & Saqib, 2024). Owing to 
the geographical and demographic variation in Pakistan, urban and rural 
candidates were included to ensure representation of various aspects such as 
access, infrastructure, and socio-cultural intrinsic values. The population was 
distributed in three provinces: Punjab, Sindh and Khyber Pakhtunkhwa, 
where digital financial services are rapidly growing but the inclusion gap still 
remains. 

A quantitative survey sample of 400 respondents was chosen. The 
sample size used for this study was calculated by using the social science-
based standard formula with a confidence level of 95% and a margin of error 
of 5%. It has followed multistage sampling to guarantee representativeness. In 
the first phase, districts were selected from each province which had both 
metropolitan centers (e.g., Lahore and Karachi) and smaller towns with 
vibrant branchless banking interventions. In the second stage, participants 
were randomly selected from bank branches, mobile money agents and 
universities or through rural area community networks. This tactic allowed 
for diversity in gender, income bracket and landscape. For the qualitative 
module, we purposively selected 20 respondents from the survey pool to 
provide more detailed insights into their experiences with Islamic Fintech 
products (Ajouz & Abuamria, 2023). Both current users and non-users were 
sampled in the latter category, with the religiosity of their rejection of 
traditional banking products varying among them. 

3.2 Data Collection 
Original data were gathered between April and June (3 months) 2025. 

For the quantitative part, an interview guide was applied in a face-to-face 
(FTF) modality and online. This survey was divided into three sets, 
demographic profile (age, gender, education level, income level and location), 
financial behavior measures (account ownership status at both the bank and 
mobile money operations levels) transaction frequency as well as saving 
baring practices) and perceptions of Islamic Fintech (awareness on Islamic 
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fintech, ease of use via using marvellous visioning to reflect these variables 
(Alsmadi & abdalamjeed, 2024). Pre-testing of the instrument was conducted 
on a pilot sample of 30 respondents and revisions were undertaken to 
enhance clarity and reliability. Cronbach’s alpha of influential scales such as 
trust, perceived ease of use and Shariah perception were high also were above 
0.7 displaying satisfactory reliability. 

In the qualitative strand, semi-structured interviews were performed 
in person or by phone/Zoom as preferred by each participant. The interviews 
investigated topics including obstacles to entry in Islamic Fintech, user 
satisfaction with existing services and recommendations for improvements. 
All interviews lasted 30 to 45 minutes and were tape-recorded, with the 
participants permission. 

3.3 Data Analysis 
Demographic and financial behaviours profiles were summarized 

through descriptive statistics. The inferential statistics conducted were the 
correlation analysis and regression assessments to determine whether there 
was a relationship between use of Fintech, as well as financial inclusion 
indicator with Shariah-compliant preference moderating. Specifically, logistic 
regression was used to consider if use of Islamic Fintech products were 
significantly predicting account ownership, saving and borrowing after 
adjusting for gender, income and location (Mahmoud et al., 2025). 

Thematic analysis was used to code and analyze qualitative audio-
transcripts in NVivo. Thematic coding was used to determine common 
themes among the participants narratives related to trust in Fintech, digital 
literacy difficulties, and the impact of Shariah compliance towards adoption 
decision making. Quantitative and qualitative findings were iteratively 
integrated using a triangulation approach, with the interview themes serving 
to inform or interpret statistical findings. 

3.4 Ethical Considerations 
Ethical guidelines were followed during the study. The participants 

were told about the research aims, their assured confidentiality, and requested 
to express a verbal or written consent before participation. Sensitive 
questions, especially regarding financial behaviour, were taken out in a non-
intrusive way and all respondents maintained the opportunity to lapse at any 
time. The study was approved by the ethical review committee of the 
institution prior to the commencement of fieldwork. 

Results 
The results provide a nuanced picture of the extent to which Islamic 

Fintech serves for financial inclusion in Pakistan. Quantitative studies reveal 
strong correlations between Fintech use and important dimensions of 
inclusion, and qualitative work provide depth on user attitudes towards or 
barriers to use and potential market opportunities. 
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4.1 Demographic Profile of Respondents 
The demographic profile of the respondents will allow an overall view 

of the sample background traits to present in order to interpret items on 
financial inclusion and Islamic Fintech usage within their proper context. 
Table 4.1 shows the frequency distribution of respondents according to 
gender, age range, educational level, income category, region and type of 
place (urban/rural) they live in. The gender representation is approximately 
equal among 400 responses, at which there are males representing 53.5% (n = 
214) and females constitute 46.5% (n = 186). This near-equal split can thus 
provide us enough information regarding financial behaviors and attitudes 
towards Fintech services, from the male as well as the female viewpoint. From 
an age perspective, the sample skews to younger people where 72.5% are 
aged between 18–34 years, confirming that these is the prominent segment of 
digitally active population inclined to interact with Fintech products. 

In the level of education, nearly half of the respondents (49.0%) were 
bachelor degree or above holders and 30.0% had a master’s degree or higher. 
Only 21.0% had received primary or secondary education. This suggests the 
sample is relatively well-educated, which is significant as education may be 
related to enthusiasm for using digital financial solutions and financial 
literacy. Distribution of the monthly income reveals that 38.0% belonged to 
those who earn less than PKR 30,000 makes while 37.0% were in the range of 
PKR 30,000–60,000 and the rest fall within above PKR 60,000 range. This 
distribution allows the study to capture financial behaviours in low, middle 
and, higher income households and aids relevant comparisons of inclusion 
across different socioeconomic strata. 
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Figure 4.1: Demographic Characteristics of Survey Respondents (N=400) 
Related to the place of living, respondents were collected from three 

provinces where plurality of them belonged to Punjab (47.5%) followed by 
Sindh (32.0%) and Khyber Pakhtunkhwa (20.5%). This provincial quota holds 
well with the population density of Pakistan and for Punjab, obviously 
sending more to foreigners than others. Finally, the sample included rural 
participants (38.0%) and urban participants (62.0%), which would permit a 
comparison between urban-rural financial inclusion disparities. The urban 
majority offers greater digital connectivity and Fintech access, but the rural 
respondent’s perspective is included to not forget infrastructure gaps and 
awareness constraints. Figure 4.1, which presents these demographic 
representations graphically, serves to support this tabular data by showing 
the variance across and richness of the sample and strengthening the 
argument for generalizability of the dataset with regard to making wider 
claims about Islamic Fintech adoption in Pakistan. 

Table 4.1: Demographic Characteristics of Survey Respondents (N=400) 

Variable Category Frequency Percentage 

Gender Male 214 53.5% 

 
Female 186 46.5% 

Age Group 18–24 years 122 30.5% 

 
25–34 years 168 42.0% 

 
35–44 years 74 18.5% 

 
45 years & above 36 9.0% 

Education Primary/Secondary 84 21.0% 

 
Bachelor’s 196 49.0% 

 
Master’s & above 120 30.0% 

Monthly Income Below PKR 30,000 152 38.0% 

 
PKR 30,000–60,000 148 37.0% 

 
Above PKR 60,000 100 25.0% 

Province Punjab 190 47.5% 

 
Sindh 128 32.0% 

 
Khyber Pakhtunkhwa 82 20.5% 

Location Urban 248 62.0% 

 
Rural 152 38.0% 

 

4.2 Financial Behavior and Inclusion Indicators 
Insight into how financially responsible the respondents are is 

essential in determining their degree of financial inclusion, and what 
opportunities Islamic Fintech services could bring to bridge these gaps. The 



Swat University Journal of Religious & Islamic Studies, Jan – June 2025, Volume: 03, Issue: 01 

10 

distribution of account ownership, saving, borrowing and transaction 
frequency for the respondents are presented in Table 4.2. Findings indicate 
that 59.5% of the respondents indicated that they had a formal account, 
whereas 23.0% primarily used mobile money accounts and 17.5% did not have 
any account. This suggests that while formal bank access is still largely 
prevalent, mobile money has become an increasingly important operational 
and organizational alternative in the face of limited traditional banking 
opportunities. And 17.5% population without any type of account shows that 
the road to universal financial inclusion is not easy in Pakistan. 

Half the participants (40.0%) indicated that they saved every month, 
36.0% some of the time, and 24.0% had never tried to save money. The high 
percentage of regular savers indicate there is a market of the population 
actively planning their finances, about which more structured Islamic savings 
products could be developed. Meanwhile, the large proportion of occasional 
savers and non-savers highlights obstacles including low disposable income, 
low knowledge about finance, and the absence of Shariah-compliant 
instruments for savings. Lending patterns were also varied: 41.5% of 
borrowers relied on informal sources like friends and family, compared to just 
over a quarter (24.5%) who borrowed from the formal sector through banks or 
Fintech entities. The informal borrowing indicates gaps in access to formal 
credit and suggesting potential avenues for Islamic microfinance and Fintech-
led lending platforms targeting underserved segments. 
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Figure 4.2: Financial Inclusion Indicators among Respondents 
Transaction pattern gives additional indicators for the financial 

participation. Almost half of the group (45.5%) stated that it was doing its 
financial business every week, followed by 36.0% who were handling it 
monthly, and a smaller portion (18.5%) infrequent to do so. Compared to 
daily users, the relatively high share of weekly users indicates an active 
involvement in financial activity which is a favorable sign for the potential 
customers’ adoption of digital platform requiring regular usage. The existence 
of a large cluster with low transaction frequency, however, indicates that 
some persistent barriers such as income stability, access to services, or digital 
literacy continue to operate. Figure 4.2, which depicts these financial inclusion 
indicators, supplements the tabular representation by illustrating the 
differences between formal and informal use; active and passive savers; and 
frequent versus occasional users. Together, they reflect the progress made and 
challenges that remain in Pakistan’s financial inclusion context and provide a 
framework upon which to assess how Islamic Fintech can enhance access to 
Islamic finance. 

Table 4.2: Financial Inclusion Indicators among Respondents 

Indicator Category Frequency Percentage 

Account Ownership Formal bank account 238 59.5% 

 
Mobile money account 92 23.0% 

 
No account 70 17.5% 

Savings Behavior Regular monthly saving 160 40.0% 

 
Occasional saving 144 36.0% 

 
No saving 96 24.0% 

Borrowing Practices Formal (banks/Fintech) 98 24.5% 

 
Informal (friends/family) 166 41.5% 

 
No borrowing 136 34.0% 

Transaction Frequency Weekly 182 45.5% 

 
Monthly 144 36.0% 

 
Rarely/occasionally 74 18.5% 

 

4.3 Awareness and Usage of Islamic Fintech Services 
Awareness and actual usage of Islamic Fintech services are crucial 

dimensions in understanding the function of this sector in the promotion of 
financial inclusion in Pakistan. As outlined in Table 4.3, a significant 
proportion of the respondents, accounting for 65.5%, expressed awareness of 
Islamic Fintech services, with 34.5% reporting no awareness. The high 
awareness levels indicate that Islamic Fintech has achieved the proposed level 
of visibility, with successful leveraging of digital marketing campaigns, 
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financial literacy campaigns, and communal engagements proving effective. 
However, a third of the sample recounts unawareness, which suggests that 
the conventions have not penetrated parts of the country or cohorts with 
lesser digital inclusivity such as rural regions. This gap is emphasized in 
Figure 4.3, which suggests that though the awareness of Islamic FinTech is 
escalating, the potential and virtual knowledge of Islamic Fintech products is 
yet to be leveraged. However, the story is quite different when it comes to 
actual usage. Only 37.0% reported being actual users of Islamic Fintech 
services, with 9.5% reporting to be past users and 53.5% asserting to have 
never used them. There exists a gap between awareness and usage, implying 
that though people know of Islamic Fintech, they lack adequate trust, 
usability attributes, or applicability to financial needs. The past usage of 
almost 10% is concerning, suggesting inadequate supply or quality of services, 
provider usage strategies or restraining factors like costs and conventional 
usability. Evidently, Islamic Fintech players need to think about not only 
attracting new users but retaining existing users through attractive, 
innovative and Shariah-compliant solutions. Specifically, the most largely 
used service was Shariah-based mobile wallets occupying 23.0% of the usage. 
This substantial usage reflects the daily transaction-based function of wallets 
and easier entry requirements. Digital Islamic banks were used by only 9.5% 
while Islamic micro-lending was only used by 4.5%. This usage difficulty is 
evident in the graphical representation in Figure 4.3 of the service usage, and 
it justifies the dominance of mobile wallets. These results collectively reflect 
that while the awareness of Islamic Fintech has created a proportionate basic 
usage nature, most advanced products with the potential for direct impact on 
economic empowerment remain previously under-utilized. 
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Figure 4.3: Awareness and Usage of Islamic Fintech Services  
Table 4.3: Awareness and Usage of Islamic Fintech Services (N=400) 

Variable Category Frequency Percentage 

Awareness of Islamic 
Fintech 

Yes 262 65.5% 

 
No 138 34.5% 

Usage of Islamic Fintech Current user 148 37.0% 

 
Past user (discontinued) 38 9.5% 

 
Never used 214 53.5% 

Most Used Services 
Mobile wallets (Shariah-
based) 

92 23.0% 

 
Digital Islamic banks 38 9.5% 

 
Islamic micro-lending apps 18 4.5% 

4.4 Perceptions of Trust, Ease of Use, and Shariah Compliance 
Meanwhile, perceptions also played in importance in shaping 

respondents’ adoption and continued use of Islamic Fintech. Table 4.4 
compiles the mean scores of respondents’ evaluations along three crucial 
dimensions such as trust in providers, ease of use, and confidence in Shariah 
compliance. Altogether there were moderately positive, with all mean scores 
higher than the neutral midpoint of 3.0. The results signal that while 
respondents generally appreciate the potential value of Islamic Fintech, 
discrepancy in levels of satisfaction across dimensions his highlighted as both 
strength and areas requiring improvements. These perceptions are further 
illustrated in Figure 4.4, which showcases that the overwhelmingly highest-
rated was confidence in Shariah compliance, while trust accounted for the 
lowest level.  The former scored an estimated mean of 4.11, with SD = 0.82. It 
indicates the central role of Islamic alignment in any financial choices in 
heavily Muslim Pakistan. The regulator high level of trust was likely 
facilitated by Fintech providers’ efforts to obtain official Shariah certificates 
and brand themselves as faith-aligned. This indicates that they, like traditional 
banks, have recognized religious authenticity as the main drive behind the 
departure of conventional users from traditional banking bishops. The low 
standard deviation means that this perception was equally shared across all 
demographics and is, therefore, pivotal to maintaining user trust and 
audience base. The second dimension, trust in providers, achieved an 
estimated mean of 3.72, with SD = 0.94. While it still signals an overall 
positive view, the clearly lower rating indicates that users still harbour fears 
concerning data theft, hidden fees, or the long-term reliability of service 
provisioners. The higher standard deviation also means that there are 
differences across user segmentations; city-based and high-income users 
evaluated higher than the rural and low-income ones. 
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Table 4.4: Perceptions of respondents toward Islamic Fintech  
 Lastly, the mean for Applications’ ease of use was 3.88, with SD = 0.87 

indicating the likely broad availability of user-friendly interfaces and digitized 
payments, but also the service gaps for less electronically literate participants. 
All in all, finding suggests that Fintech providers have established a solid 
basis of alignment compliance and usability, meaning that the enhanced 
business-trust, transparency, and regulatory compliance will likely drive more 
significant adoption rates. 

Table 4.4: Mean Scores of Perceptions toward Islamic Fintech (1 = Strongly 
Disagree, 5 = Strongly Agree) 

Perception Dimension Mean Score Std. Deviation 

Trust in Islamic Fintech providers 3.72 0.94 

Ease of use of applications 3.88 0.87 

Confidence in Shariah compliance 4.11 0.82 
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4.5 Correlation Analysis: Fintech Usage and Financial Inclusion 
Correlation was used in order to determine the strength and direction 

of relationship between Islamic FinTech usage and various financial inclusion 
proxies. The findings are summarized in Table 4.5, which confirms that all 
four indicators: account ownership, regular saving, formal borrowing and 
transaction frequency, exhibit statistically significant and positive correlations 
when tested. These results underscore the contribution of Fintech to inclusion, 
which is achieved through access, saving and borrowing from formal 
institutions as well as transaction activity. These associations are depicted in 
Figure 4.5, which shows that the use of Fintech is most related to a complete, 
well-functioning financial ecosystem namely frequent transactions and formal 
account ownership i.e., two closely-related constructs of financial inclusion. 

Figure 4.5: Correlation between Islamic Fintech Usage and Financial 
Inclusion Indicators 

The closest relationship was between Fintech use and number of 
transactions (r = 0.44, p < 0.001). This means that people interacting with 
Islamic Fintech Platforms are more active in using their account for every 
normal financial transaction. For young, urban participants in particular, the 
barriers to frequent use seem to have been lowered through means such as 
mobile wallets, online transfers and app payments. Likewise, the association 
between Fintech use to account ownership (r = 0.41, p < 0.001) indicates that 
Islamic Fintech provides a gateway into orthodox financial systems and offers 
avenues for those who were previously screened out due to religious beliefs.  
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Fintech usage also had moderately weaker associations with saving 
behavior (r = 0.36, p = 0.002) and formal borrowing (r = 0.32, p = 0.004). These 
findings imply that a relative surge in Islamic Fintech is contributing to a 
greater access to savings and credit, however the influence of this 
improvement is still being moderated by cultural norms, poor product range 
diversity, as well as the remaining mistrust. As an example, despite the 
existence of Islamic micro-lending apps, many still end up resorting to 
informal borrowing from a family member or friend. Nevertheless, the 
positive coefficients mean that Fintech services are slowly moving users 
towards participating more in formalized saving and credit activities. These 
results generally highlight the promise of Islamic Fintech in contributing to 
increase financial inclusion, and at the same time it highlights a need for 
product development which is more targeted, as well as policy support to 
enhance its presence in formal savings and lending markets. 

Table 4.5: Correlation between Islamic Fintech Usage and Financial 
Inclusion Indicators 

Variable Pair 
Correlation 
Coefficient (r) 

Significance (p-value) 

Fintech Usage – Account 
Ownership 

0.41 0.001 (***) 

Fintech Usage – Regular Saving 0.36 0.002 (**) 

Fintech Usage – Formal 
Borrowing 

0.32 0.004 (**) 

Fintech Usage – Transaction 
Frequency 

0.44 0.001 (***) 

4.6 Logistic Regression: Predictors of Financial Inclusion 
In order to delve deeper on account ownership determinants, logistic 

regression with Fintech use, level of income, gender and location as 
determinants was estimated. The results are shown in table 4.6, where Exp(B) 
indicates odds ratios for account ownership with respect to each factor. The 
model indicates broad elements of both Fintech usage and socioeconomic 
factors, such as income and geography, are both important in determining the 
outcome of inclusion, while gender is not statistically significant as a predictor 
variable. We illustrate the odds ratio comparison graphically in Figure 4.6 
further underscoring the superior relevance of Fintech use as a determinant. 

The investigation finds that Fintech use emerges as the most 
influential with OR 2.05 (p = 0.001). Which also implies that users of Islamic 
Fintech are more than two times as likely to have a formal financial account in 
contrast to non-users. This result complements those of the correlations and 
highlights the centripetal effect of digital platforms on mitigating financial 
inclusion disparity, particularly where services are Shariah-compliant. Income 
category has also a moderate positive relation, having an odds ratio of 1.79 (p 
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= 0.003). The prevalence of formal accounts is therefore almost 80 percent 
higher among the respondents with higher income, which suggests that cost 
(affordability of digital access), education on finance (financial literacy) and 
perceived usefulness of Fintech products are relatively more in favor of this 
group. 
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Figure 4.6: Logistic Regression Results for Predictors of Account Ownership 
Gender, on the other hand, is not found to be a significant predictor of 

account ownership (OR = 1.28, p = 0.210), which signpost that men and 
women have comparable likelihoods in taking Fintech services when 
attempting to hold for other factors. This is a positive find in an environment 
where women have traditionally been left behind by formal finance, and 
reflects the gender-inclusive prospects of Islamic Fintech. Location does 
matter though: urban respondents are 1.55 times more likely to have an 
account than rural ones (p = 0.016), illustrating ongoing infrastructural and 
connective challenges for rural Pakistan. Altogether, the findings of the 
regression analysis indicate that while Fintech usage strongly drives inclusion, 
socioeconomic disparities and urban-rural splits still have crucial roles in 
determining access. Policy measures that scale up digital infrastructure in 
rural areas and innovative services targeting low-income groups will be 
essential in ensuring, equitable financial inclusion through Islamic Fintech. 

Table 4.6: Logistic Regression Results for Predictors of Account 
Ownership 

Predictor B (Coefficient) Odds Ratio (Exp(B)) Significance (p-value) 

Fintech Usage 0.72 2.05 0.001 (***) 

Income Level 0.58 1.79 0.003 (**) 

Gender (Male = 1) 0.25 1.28 0.210 (ns) 

Location (Urban = 1) 0.44 1.55 0.016 (**) 

 

4.7 Qualitative Insights from Interviews 
The qualitative component of the research was developed to elicit 

qualitative insights into the social, cultural and behavioral aspects of adoption 
of Islamic Fintech which can't be completely captured through quantitative 
means. The research involved 20 semi-structured in-depth interviews with 
active, non and former users of Islamic Fintech services. Analysis of the 
transcripts resulted in three key themes: trust and credibility, access barriers, 
and opportunities for compliance. These themes serve not only to frame the 
quantitative findings previously seen, but also bring out subtleties about how 
specific concerns and expectations mould individual choices. The critical 
patterns and representative insights are summarized in table 4.7 and figure 
4.7. 
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Figure 4.7: Qualitative themes from interviews 
The first theme, trust and credibility were weighty among all the 

participants with little or no experience using Fintech platforms. A majority of 
the respondents indicated that Shariah certification by credible religious 
scholars was important, due to their scepticism to use digital services without 
being sure whether transactions were Shariah-compliant or not. This picture 
corroborates the total quantitative score on confidence which is high in 
Shariah compatibility (mean = 4.11) albeit with some specifics: users trusted 
service provided by proven scholars but did not trust new-comers lacking 
clear endorsements. At a similar time, the interviewees were concerned about 
extra fees, not transparent service and data protection violations with 
provident as causes for low trust on suppliers. These misgivings are the 
reason why trust (m = 3.72) emerged as having a lower level of quantitative 
measure than Shariah compliance, revealing that trustworthiness in financial 
transaction is not only limited to religious endorsement but also needs open 
and fair business behavior. 

Our second theme, obstacles to access, was particularly notable among 
rural participants and females from low-income families. A lack of Internet 
access, digital literacy and little awareness of Islamic Fintech offerings were 
among the biggest barriers cited by respondents. For some, the experience 
was daunting, downloading and installing unfamiliar apps, or navigating its 
interface, especially in places where smartphones are not widely accessible or 
blackouts are frequent. Female respondents also cited socio-cultural 
constraints, including dependence on male family members for accessing 
digital transaction ecosystem as a barrier to independent use of Fintech 
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services. Supplementing these regression results, the qualitative interviews 
showed that urban residence is a key predictor of account ownership, further 
emphasizing the structural disadvantage for rural individuals. In other words, 
despite the promise of Fintech platforms to democratize financial access, 
infrastructural and digital divides still hinder wider participation. 

The third theme, opportunities for growth, mirrored a clear appeal 
from respondents for more varied and inclusive Islamic Fintech offerings. A 
few said they would take out Shariah-compliant microfinance apps that 
enable them to borrow small amounts without interest, like those provided by 
informal lenders, or investment platforms for people with low incomes who 
want to save in a halal fashion. Especially younger participants expressed 
interest in mobile-based applications that offer easy-to-use interfaces and clear 
policies and are religiously compatible. This complements the quantitative 
relationships, which are found between Fintech and saving, as well as 
transaction frequency, indicating there might be more room for innovative 
products to increase these behaviors. Crucially, according to the interviews, 
they are not passive consumers of what it takes to reach them: accessible, 
reliable and religiously legitimate financial instruments that address their 
mundane lived realities. 

The qualitative insights complement quantitative results and indicate 
that trust in the Shariah compliance could attract users but repeated use will 
hinge on creation of trust, overcoming infrastructural constraints and 
widening product options. Verified triangulation of research methods 
concludes that Islamic Fintech is highly promising to enhance financial 
inclusion in Pakistan but only if providers equally emphasizing on 
trustworthy, accessibility and innovation. 

Table 4.7: Themes from Qualitative Interviews 

Theme Illustrative Insight 

Trust and Credibility 
Respondents valued Shariah certification from 
credible scholars but worried about hidden 
charges and data privacy. 

Barriers to Access 
Many rural participants reported poor internet 
connectivity and lack of awareness of Islamic 
Fintech options. 

Opportunities for Growth 
Respondents expressed demand for Shariah-
compliant microfinance and investment apps 
tailored for low-income users. 

 

Discussion 
Findings The findings of this paper provide important understanding 

on how Fintech supports Islamic financial inclusion in Pakistan. These results 
show mixed opportunities, challenges and indications that when digital 
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channels are Shariah compliant, they can be a significant driver of financial 
inclusion. This section discusses the findings relative to other literature noting 
commonalities, divergences and novelty. 

Demographic Analysis Table 4.1 shows that Fintech users are 
predominately young, educated and resides in urban areas. This is consistent 
with the demographic snapshot of Fintech use recorded in earlier surveys for 
the South Asian region. For instance, (Shaikh & Sharif, 2024) noted that in 
Pakistan those between ages 18 months to 35 years used mobile banking and 
e-wallets more, primarily driven by relatively greater digital knowledge and 
smartphone use. Similarly, (Nandru et al., 2021), using the Global Findex 
Database, found that age and education are still robust predictors of digital 
financial inclusion in developing countries. The male (mostly) majority in the 
sample represents a gendered pattern of financial access in Pakistan where 
women are structurally barred by low phone ownership and social bans. 
These results emphasise the importance of gender-specific Fintech solution to 
reduce this gap in usage of men and women. 

The financial behaviour pattern (table 4.2) shows that almost 60 
percent of respondents have a formal bank account, but such a large number 
as 23% just use mobile money accounts and a proportion around %17.5 is still 
fully excluded. This parallels the results of (Siddiqui, 2023) who found 
Pakistan as being one of the countries with significant level of “last mile” 
exclusion despite rapid growth in branchless banking coverage. The larger 
proportion (41.5%) of informal borrowing is in conformity with (Ayub, 2020) 
who demonstrated that a large number of households still rely on family and 
friends for emergency liquidity, which reflects religious disaffections from 
traditional banking and lack of easy access to affordable Islamic credit. That is 
to say, although formal inclusion is still incomplete, Fintech platforms are in 
fact allowing day-to-day activity by people in financial systems. 

Although there is an underlying recognition gap between awareness 
and usage patterns of Islamic Fintech (65.5% compared to 37%). This 
difference of awareness and usage is also supported by (Usman, 2021) who 
suggest that the knowledge about Islamic banking operations in Pakistan is 
high but quite less compared to those who are already using it, perhaps 
because of mistrust in hidden charges and credibility of Shariah compliance. 
(FM Khan, 2025) similarly found that many users do not continue Islamic 
digital services after initial use because of discrepancy in usability or benefit 
with reference to conventional alternatives. The discovery that mobile wallets 
are the most frequently used service aligns with (Rahim et al., 2023) who 
highlighted the importance of mobile wallets as a way to further expand 
Islamic Fintech adoption. The low adoption rate of such Islamic micro-lending 
apps mirrors the obstacles that include regulatory challenges and weak public 
confidence. 

Findings reflected in the perception scores (Table 4.4) also demonstrate 
that the importance of Shariah compliance supersedes others, where the 
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respondents noted highest mean score for Shariah compliance (mean = 4.11). 
This supports the work of (Atal et al., 2022) who suggested that religiosity 
motivation is a significant driver to implement Islamic banks’ products. 
Likewise, moderate level of trust (3.72) also fits (Patel et al., 2025), which 
demonstrated how transparency and dispute resolution mechanisms, for 
instance, serve to erode customers’ trust in digital finance. Ease of use rating 
good (3.88) is also supported by (Hussain et al., 2017) who stated that user-
friendly design and multilingual support are important to retain initial users 
in Pakistan. Collectively, this insight highlights that despite Shariah 
compliance being the dominant driver of adoption, trust and ease-of-use are 
key issues for the scaling of Fintech services. 

The correlation results (Table 4.5) confirm empirically that Islamic 
Fintech utilization is significantly positively correlated with financial 
inclusion proxy. Correlations with account ownership, savings, and 
transaction frequency are analogous to those reported by (Salman et al., 2024) 
showing digital wallets increase the probability of saving and transacting for 
lower-income Pakistanis. Similarly, Fintech usage was found to be a predictor 
of increased participation in the formal economy in (Azmeh & Al-Raeei, 2024). 
The relationship with formal borrowing (r = 0.32), while less strong, is also 
consistent with that of (Abdeljawad et al., 2022), whose findings suggested 
that Islamic Fintech lending platforms are in the starting age and have 
problems with scalability when compared to traditional microfinance 
institutions. 

In the light of regression analysis (Table 4.6) it is observed that Fintech 
use clearly predicts account ownership even when controlling for income, 
gender and location. the strong value of the odds ratio (2.05) shows a 
significant direct impact between Fintech and inclusion. (Umeaduma, 2023) 
argued that digital platforms mitigate entry barriers among unbanked people, 
hence contributing to an increased level of financial inclusion. The role of 
income and urban residency mirrors structural inequalities outlined in (Curtis 
et al., 2022), where higher-income and urban households are 
disproportionately overrepresented among the digitally included (Curtis et al., 
2022). Gender, though not statistically significant as a predictor, directly 
challenges what some older studies have posited women’s systematic 
disadvantage. This indicates that the platforms of Islamic Fintech can help to 
counter gender bias by providing convenient, culturally acceptable ways in 
for women, a finding with significant policy implications. 

The qualitative categories (Table 4.7) provide a blending of the 
quantitative results by illustrating how trust perceptions, access barriers and 
growth potential influence adoption. The prevalent desire for trustworthy 
Shariah certification reinforces (Dingemans & Van Ingen, 2015)’s claim that 
religious legitimacy is integral to users' trust. Constraints such as weak 
connectivity and digital illiteracy reflect the infrastructural issues illuminated 
by (Sindakis & Showkat, 2024) who argued for both technological and 
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awareness gap between urban and rural parts of India which led to continued 
exclusion of subscribers not because there is no demand but due to 
inadequate technology and their unawareness. This voice for a Shariah-
compliant microfinance and an investment app, where one can lend money to 
others and also invest in possible profitable projects, consistent with 
(Muneeza & Mustapha, 2021), who opined that Islamic Fintech had not 
adequately served low- income masses with specialized products. These 
findings support the advocacy for specific policy measures that integrate 
digital literacy training, infrastructure development and regulations to enable 
product diversification. Although it is proven to increase financial inclusion 
(accounts, savings and transactions), barriers of trust, access and product 
diversity exist. The results are generally in line with regional and international 
reports, though the study contributes new evidence by emphasising on 
Shariah-compliant reason as a driver for, and inhibitor against adoption. This 
implies that policy makers, regulators and industry players may need to do 
more than offer generic Fintech growth which would develop an ecosystem 
that caters for religious, technological and financial dimensions of access to 
financial resources. 

Conclusion 
This study adds to the expanding literature on Fintech with regard to 

changing financial inclusion through empirical evidence drawn from 
Pakistan’s Islamic banking sector. The findings indicate that Islamic Fintech 
significantly enhances formal account penetration, savings levels, digital 
transactions and the demand for Shariah-compliant finance. By combining 
traditional religious caution with digital innovation, Islamic fintech shows 
that it can reach portions of the population left behind by its bricks-and-
mortar predecessor. Yet the results also underscore longstanding struggles. 
Despite this widespread awareness, the actual use of Islamic Fintech services 
is low, indicating that there are trust deficits, infrastructural constraints and 
usability issues. Rural and women respondents are still hindered by lack of 
access to the internet, low digital literacy, and socio-cultural factors. The 
research also highlights Shariah compliance as the primary determinant of 
adoption, but emphasises that long-term sustainability also rests on 
transparency, user confidence and access to more than just basic mobile wallet 
services. Policy implications are clear. Regulators will need to enhance 
Shariah governance frameworks, facilitate digital systems interoperability and 
encourage for regulatory sandboxes for Islamic Fintech innovations. Banks, 
the providers need to invest in outreach programs, develop user-friendly 
interfaces and meet gender and rural access equity gap. In addition, an 
individual focus on digital literacy and infrastructure development is crucial 
for aligning benefits fairly. Islamic Fintech in Pakistan is an early-stage sector 
but it has a demonstrated potential to revolutionize financial inclusion if 
scaled with the right regulations and product variety combined with 
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community trust building. The report notes that future expansion hinges on 
taking an integrated approach which weaves religious legitimacy with digital 
access and socioeconomic inclusion. While doing so, Islamic Fintech could 
stand out as a lighthouse for Pakistan’s financial ecosystem for inclusivity and 
stability. 
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