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Abstract

The transformation of economic behavior among Indonesia’s urban middle-class Muslims has been
significantly influenced by digitalization and the rapid growth of Islamic fintech. This study explores
how Sharia economic law adapts to these transformations, particulatly in the context of daily market
transactions. Using a qualitative approach, data were collected through observations and interviews in
selected traditional markets such as Beringharjo (Yogyakarta), Antasari (Banjarmasin), and Ngronggo
(Kediri) representing diverse urban settings. The findings reveal that digital payment adoption and
hybrid trading systems (combining oral bargaining and digital settlement) have reshaped the
understanding and application of Sharia principles. Traders and consumers demonstrate pragmatic
flexibility by seeking local religious guidance (fatwas) to ensure compliance while embracing efficiency.
This study contributes new insights by linking the transformation of Shatia economic law with real
practices of middle-class Muslims in digital-era marketplaces, highlighting the dynamic interplay between
legal norms, technology, and socio-economic class.

Abstrak

Transformasi perilaku ekonomi di kalangan masyarakat Muslim kelas menengah perkotaan di Indonesia
telah banyak dipengaruhi oleh proses digitalisasi dan pertumbuhan pesat fintech syariah. Penelitian ini
mengkaji bagaimana hukum ekonomi syariah beradaptasi terhadap perubahan tersebut, khususnya dalam
konteks transaksi ekonomi sehari-hari di pasar tradisional. Dengan menggunakan pendekatan kualitatif,
data diperoleh melalui observasi dan wawancara di beberapa pasar tradisional terpilih seperti Pasar
Beringharjo  (Yogyakarta), Pasar Antasari (Banjarmasin), dan Pasar Ngronggo (Kediri) yang
merepresentasikan berbagai konteks perkotaan. Temuan penelitian menunjukkan bahwa adopsi
pembayaran digital dan munculnya sistem perdagangan hibrida (menggabungkan tawar-menawar lisan
dengan penyelesaian digital) telah mengubah pemahaman dan penerapan prinsip-prinsip syariah. Para
pedagang dan konsumen menunjukkan fleksibilitas yang pragmatis dengan mencari panduan keagamaan
lokal (fatwa) agar tetap sesuai dengan prinsip syariah sambil memanfaatkan efisiensi teknologi digital.
Penelitian ini memberikan kontribusi baru dengan mengaitkan transformasi hukum ekonomi syariah
dengan praktik nyata masyarakat Muslim kelas menengah di pasar era digital, serta menyoroti dinamika
antara norma hukum, teknologi, dan kelas sosial-ekonomi.
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INTRODUCTION
Edward Shill, in Piotr Sztompka, states that society is a transtemporal phenomenon. Society
emerges not because of its existence at a particular point in time, but rather simply through time;
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it is the embodiment of time. Therefore, society is constantly changing at all levels of its internal
complexity.! In Rahman et al., sociologist Mariappan categorizes capitalist society into three
groups: (1) the upper class, a group with financial resources and an economic role as an
entrepreneur; (2) the middle class, a group with educational or technical training qualifications
and an economic role as a professional worker; and (3). The lower class comprises individuals
who exert physical energy as laborers or manual workers in the production system of goods and
services.”

According to Weber, there are two distinct types of societies with respect to markets.
Traditional agrarian societies are severely restricted by tax barriers, robbery, limited financial
institutions, and poor transportation. Meanwhile, in capitalist societies, traders in free markets are
not restricted by traditional barriers (monopolies, class differences, limited ownership,
protectionism, and so on). The market regulates the principles of distribution and consumption.
These differences divide society into several classes, including the middle class. Between the
proletariat and the capitalist class, a growing middle class emerges, encompassing a wide range of
professions: people working in trade, administration, transportation, education, science, and other
service sectors.’

The number of middle-class and those heading towards the middle class in Indonesia in
2024 is 66.35% of the total population. The consumption expenditure value of these two groups
covers 81.49% of total public consumption. Thus, the middle class plays a crucial role in national
economic growth. The monthly income of the middle class generally ranges from Rp. 4,000,000 -
Rp. 15,000,000 per family. The middle class is identified as urban, educated people with degrees,
working as professionals, managers, experts, or intellectual figures who are not tied to a formal
institution or commercial organization®.

Echoing the above statement, Abdurrahman Wahid stated that the Islamic middle class in
Indonesia is synonymous with maintaining an independent Muslim cultural identity. These
include civil servants, intellectuals, and military officers.” Therefore, religion is considered an
important factor in daily life.® One of the lifestyles of the Muslim middle class is "being
connected... anywhere and anytime." The internet has become an integral part of the lifestyle of
the Muslim middle class in Indonesia. This is evidenced by the increasing internet penetration
and the increasing use of gadgets, smartphones, and tablets.” This phenomenon is an opportunity
for traditional markets that are starting to be forgotten to continue to develop with the times.

The role of the middle class is very important, not only as loyal consumers but also as
commercial agents who widely distribute "Islamic" products that follow the latest trends in
models and styles to keep remote areas in the interior.” There are two changes that have occurred
in Muslim middle-class consumers post-modernization, including: considering the importance of
religious values in daily life, as well as a way of thinking that is open to various changes, such as
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technology and fashion.” One of the digital technologies used by middle-class consumers is e-
payment, which is a payment system that provides a means of payment for services or goods that
is done online via the internet."

Traditional markets are a go-to shopping destination for all levels of society, from the
upper, middle, and lower classes. Semi-modern traditional markets, in this case, are a popular
choice for consumers, offering digital services to facilitate transactions without compromising
local wisdom, such as Beringhatjo Market." Digital services in semi-modern traditional markets
provide ease, convenience, and efficiency in transactions, such as payments by transfer via ATM,
e-banking, credit cards, mobile banking, and online payment ceilings.'”” Consumers in this case
don't demand highly personalized and emotionally engaging service. Instead, they desire speed,
convenience, and self-service through high-tech service areas.”

Based on the 2018 survey results from the Central Statistics Agency, the number of
traditional markets in Indonesia is 14,182 markets, or 88.52% of all markets in Indonesia.
Meanwhile, there are 1,131 modern stores, or 7.06% of all markets in Indonesia."* According to
data from the Central Statistics Agency (Badan Pusat Statistik (BPS)) in 2024, there were 19,330
traditional markets spread across 38 provinces in Indonesia.” The data suggests that traditional
markets serve as a significant source of regional income, particularly in the retribution tax sector.
Following the Covid-19 pandemic, traditional markets encounter unique challenges, particularly
in the transaction process. Traditional markets are beginning to implement digital payment
systems. Often, one can find images or photos of the Quick Respon Code Indonesia Standar
(QRIS) in kiosks/stalls. Merchants also accept other types of payments, such as transfers and
Indonesian digital wallet funds. Traditional market entrepreneurs, unknowingly drawn into the
postmodernist market system, experience new changes as a result of this value shift.'® Digital
transformation in the economic sector, especially in trade, is not a choice but a necessity in line
with the development of time and technology.'” Thus, the digital revolution has impacted vatious
aspects of life, from education and health to commerce and even banking. Cash has become
cashless. Static banking has become mobile banking."

Traditional markets are part of the economic institutions that thrive in society, serving as
homes for MSMEs and as one of the venues for conducting trade transactions affected by the
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currents of globalization.'” Various traditional markets in Indonesia, such as Sentra Antasari
Market in Banjarmasin®, Ngronggo Traditional Market in Kediri City*', Watampone Traditional
Market®, Kamis Lipat Kajang Market®, and Traditional Market (PT Bangun Prima Lestari
Kencana Bekas)™, have been the subject of research on traditional markets. The phenomenon of

b

the application of Islamic law to traditional market economic transactions shows that Islamic law
is able to transform into community customs or local laws. The contract model, payment model,
and business ethics demonstrate this phenomenon.

The researcher's investigation into previous research revealed that the community's
economic activities in traditional markets, such as those in Banjarmasin City*’, Campaka Syati'ah
Market, Cianjur Regency™, and Langsa City Traditional Market”, demonstrate the presence of
Islamic law in every economic transaction. Sharia contracts have been studied in traditional
markets before, such as at the Donggala Kodi Village Animal Market®, the Keppo Pamekasan
Traditional Market”, the Nongkojajar Market in the Tutur District of Pasuruan Regency™, the
Limbanang Traditional Market, the Rajawali Traditional Market in Palangka Raya City”, the
Kapas Market in the Kapas District of Bojonegoro Regency”, the Cemara Traditional Market in
North Banjarmasin District’™, and the Teun Baun Traditional Market. > The researcher's findings

align with the previous research findings. The researcher identified three primary research
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clusters: (1) strategies for increasing traditional market income; and (2) the application of Islamic
business ethics in traditional markets. The third cluster pertains to the implementation of sharia
contracts in traditional markets.

Unlike modern markets, which tend to exhibit static transactions, these markets are
designed using digital transactions that are easier, faster, and equipped with price tags. Most
modern market consumers are middle- to upper-class citizens. Traditional markets, also known as
people's markets, can be said to have dynamic transactions, adapting to market demand.
Transactions are implemented according to market conditions, such as bartering, bargaining, and
even digital transactions. The majority of consumers in traditional markets are lower-middle-class.
In this regard, the traditional markets of Beringharjo (Yogyakarta), Antasari (Banjarmasin), and
Ngronggo (Kediri) can serve as profiles of many traditional markets in Indonesia, namely markets
that can represent the transformation of Islamic economic law in their economic activities, adapt
to social change and economic globalization, and serve as economic centers for the middle-class
Muslim community.

Based on previous studies, the novelty of this research lies in its focus on how urban
middle class Muslims reinterpret and apply Sharia economic law in their everyday transactions
within traditional markets undergoing digital transformation. Earlier research has mostly
examined the middle class from socio-economic or cultural perspectives, while this study
uniquely connects their behavioral transformation with legal adaptation in Islamic economic
practices. This provides a new analytical bridge between social class dynamics and the evolution
of Sharia economic norms in the digital era.

MIDDLE-CLASS MUSLIM SOCIETY

The growth rate of the middle class is closely related to several variables, including: the degree of
urbanization, expansion of education, expansion of manufacturing and tertiary industries and
employment levels, ownership of luxury homes, business income from commercial and industrial
activities, investment income, cheap credit provided by the government, and additional income
for office workers.” In addition, the middle class is often identified as a group of people who
have a stable home and health services, have a decent education (including higher education) for
their children, have sufficient pensions, and adequate job security. The United States defines a
group of people with incomes ranging between 75% and 125% of the median per capita income.
The lower limit of the middle class, according to this definition, is 75% of the median per capita
income, while the upper limit is 125% of the median per capita income. Easterly (2001) of New
York University defines the middle class by dividing the population into four groups of equal
consumption expenditure, from the poorest to the richest. According to Easterly, the middle
class is obtained by eliminating the bottom quintiles (the poorest 20%) and the top quintiles (the
richest 20%). Thus, the middle class is a group of people with per capita expenditures in the
second, third, and fourth quintiles.”

Milanovic and Yitzhaki (2002) used the average per capita income of Brazilians and
Italians as the lower and upper limits for defining the middle class. This definition yields a daily
per capita income range of approximately US$12-50. Bussolo, De Hoyos, Medvedev, and Van
der Mensbrugghe (2007) defined the middle class by setting the lower poverty line at US$10 in
Brazil and the upper poverty line at US$20 in Italy. Banerjee and Duflo (2008) define the middle
class with two alternative absolute figures: a daily per capita income range of US$2-4 and a daily
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per capita income range of US$6-10. Meanwhile, Ravallion (2009) from the World Bank uses a
lower limit, the median poverty line in 70 developing countries, with a daily per capita income of
US$2. For the upper class, he uses the US poverty line of US$13. Because it uses the US poverty
line, this definition is suitable for developing countries. The Asia Development Bank (ADB)
(2010) defines the middle class as having a per capita expenditure range of US$2-20. This per
capita expenditure range is further divided into three groups: the lower middle class with a daily
per capita expenditure of US§2-4, the middle middle class with a daily per capita expenditure of
US$4-10, and the upper middle class with a daily per capita expenditure of US$10-20. Of these
definitions, the definition issued by ADB can represent the definition of middle-class income in
Indonesia.

People's income determines consumption patterns in meeting daily needs. Traditional
markets are one of the places where people meet their daily needs. The development of the times
and the advancement of digital technology have caused the market to experience a shift in values,
including traditional markets. That phenomenon poses a significant challenge for entrepreneurs
in traditional markets, but it also presents an opportunity for business development. Digital
technology allows market players to no longer rely on physical stalls to grow their businesses,
thereby maximizing.”

Markets have become a crucial force, particularly in the process of market integration and
expansion. Market integration has resulted in a unified system of functions and reliance on
market structures based on economic principles. Market expansion not only introduces new
goods but also expands distribution networks, which impacts social values and relationships.
Market expansion also transforms life into a transactional process in which individuals consider
the costs and benefits of the relationships and social practices they engage in. In a market-
oriented society, the worldview (as well as religion) has shifted. Religion, in this case, is not a
source of values in shaping lifestyles, but rather an instrument for that lifestyle itself. Islam has
also been defined by the market, creating categories and accessories. The market has made
religious life so easy, with facilities that can bring something far away so close.”

When the market takes over, religion shifts from being ethical to aesthetic. Religion is no
longer able to provide a reference for social order. Market culture, based on the concept of price
and transaction practices, becomes increasingly dominant, and its expansion is uncontrolled.
Islamic culture, in this case, does not develop into an adaptive culture because religion has been
influenced by market ideology and interests. Several efforts to anticipate the tendency towards
aestheticization and commodification of religion include: The need for an intensive study of
religion's potential and ability to explain and organize a constantly changing life; religion must
find an extensive and intensive mode of distribution; and create demand for religious services.*
In this case, middle-class Muslims are quite concerned about lifestyles that suit their diversity and
are looking for halal tourism options, so that they can create new business opportunities for
businesses.*

The community chooses traditional markets as one of its preferred economic institutions
for conducting transactions. Government policies adapt traditional market management to the
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community's needs, exemplified by the management of traditional markets in Indonesia, Malaysia,
the Philippines, and Thailand. Each country's social and political patterns influence these policies,
resulting in unique approaches to intervention, particularly in markets. Following the COVID-19
pandemic, governments in both developed and developing countries have implemented
technology as an alternative to traditional policies, particularly in transactions, to prevent the
spread of the virus. Even now, digital technology plays an important role in the economic
transaction activities of the middle-class Muslim community.*

The political development policies of each country influence the growth of the Muslim
middle class in Indonesia, Malaysia, and Thailand. The phenomenon of the Muslim market
continues to grow as part of the dynamics of the global market. The Muslim middle class in
Indonesia is a result of the ongoing intersection between state-driven pro-market policies,
market-driven mechanisms, and the development of information technology, which in turn
creates demands for a modern lifestyle. State-driven policies, such as ethnic-based affirmative
action policies, closely influence the formation of the Muslim middle class in Malaysia,
strengthening the Malay people, who are synonymous with Islam. The political policies of the
central government significantly shape the formation of the Muslim middle class in Thailand. The
Thai government uses different political approaches, which vary depending on the level of
compromise within the Muslim community in each region. Ultimately, the differences in the
process of the formation of the Muslim middle class in these countries shape the religious
expression of their Muslim communities both economically and politically in the public sphere.*

The middle class, a group actively involved in various sectors such as socio-economic and
trade, is considered a pillar of development and progress in a country. In Malaysia, the number of
Muslim middle-class individuals surpasses that of other countries in the archipelago, including
Indonesia, the Philippines, and Thailand.* Association of Indonesian Muslim Intellectuals (Ikatan
Cendikiawan Muslim Indonesia (ICMI)), an Islamic organization whose members are Muslim
intellectuals from various backgrounds, initiated the existence of middle-class Muslims in
Indonesia from a social and political perspective. However, when compared to industrialized
countries such as Japan, Taiwan, Hong Kong, and South Korea, the middle class in Malaysia is
much smaller.*

Meanwhile, the Muslim community in Turkey asserts that the Islamic market is not just a
calculated economic behavior or a reflection of deeply ingrained religious values, but rather a
performative space within the Islamic market. Although they conceptualize the relationship
between religion and the market in different ways, both discourses view the Islamic marketplace
'community' as an intrinsic component in organizing the poor in Turkey."’

According to Gallup's findings in Muheramtohadi & Fataron, a country's society tends to
become more secular as its economy grows. However, this is not the case in Indonesia's middle-
class Muslim society. The higher the per capita income, the more religious the tendency. This can
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be seen from the prayer room facilities available in public places, ranging from offices, shopping
centers, and restaurants to hotels. Economically, the higher the economic growth rate of a
country, the higher the growth rate of the middle class in that country. A 2009 Gallup survey
identified Indonesia as one of the 10 countries where religion plays a significant role in daily life.
The ten most religious countries, including Nigeria, Malawi, Bangladesh, Somalia, Burundi,
Yemen, and others, are all developing nations.*

The majority of the middle class in Indonesia lives in urban areas that serve as centers of
economic and business activity. They enjoy relatively easy access to employment, education, and
resources. Urban life inevitably shapes the mindset and behavior of middle-class Muslims, who
tend to be more individualistic and material oriented, often measuring success through ownership
and consumption. ¥ The Wortld Bank identifies this group as a key driver of economic growth,
accounting for nearly 40% of private consumption and more than 80% when combined with the
aspiring middle class, whose monthly expenditure ranges from USD 57 to 132. The middle class
itself typically spends between USD 132 and 643 per month. However, the size of Indonesia’s
middle class has declined from 21.5% of the total population in 2019 to 17.1% in 2024, indicating

increasing economic vulnerability within this segment. 50

TRANSFORMATION OF SHARIA ECONOMIC ILAW IN ECONOMIC
TRANSACTIONS OF MIDDLE-CLASS MUSLIMS IN INDONESIA
The global transformation of Sharia economic law reflects a significant shift toward integrating
Islamic principles into economic practice, driven by ethical considerations and the need for a
sustainable financial system.”' In Indonesia, efforts are underway to revitalize Sharia economic
law, with the aim of enhancing public welfare and aligning with the values of Maslahah (public
interest).”” Indonesia’s cultural diversity also plays a significant role in shaping the application of
Sharia economic law. Due to the pluralistic nature of Indonesian society, integrating Islamic
principles into the economic system requires a careful approach that respects the needs and
values of different communities.” This has led to the development of regional Sharia regulations
that serve local contexts, promoting the overall objectives of Sharia economic law and its
contribution to the national economy.™

An increasing demand for Sharia-compliant products and services has accompanied the
growth of Islamic finance. The rise in the use of Sharia-compliant e-commerce and fintech, such

as peet-to-peer lending platforms, reflects the innovative approach adopted to meet the financial
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needs of the community while adhering to Islamic principles.” This trend highlights the
adaptability of Sharia economic law in responding to contemporary economic challenges and
technological advances, including in traditional markets.”

The transformation of Sharia economic law in Indonesia is a dynamic process involving
the integration of Islamic principles into the national economic framework, the establishment of
supportive legal institutions, and adaptation to cultural and technological changes. As this
transformation continues, stakeholders need to engage in collaborative efforts to ensure that
Shatia economic practices conttibute positively to the welfare of Indonesian society.”™

Technological advances have caused several social changes, especially for middle-class
Muslim communities. However, not all traditional markets in Indonesia have embraced digital
technological advancements, and as a result, they continue to rely on oral contracts for every
transaction, both during the payment process and throughout the contract. In addition to
consumers, traders also conduct transactions with managers, such as renting stalls for sale.
Generally, traders use a lease or ijarah contract to rent stalls managed by market managers, such
as what happened at Limbangan Market.” As is the case in the traditional markets in Teun Baun
Village®, Blauran Market, Palangka Raya City®, Sentra Antasari Market®”, Watampone®, and
Ngronggo Traditional Market in Kediti City**, bargaining still plays a major role in the
implementation of the sale and purchase agreement.

Some traditional markets can accept social change. Currently, traders are able to adapt to
advances in digital technology, especially during contracts and payments. Some markets that are
able to adapt to technology include the Malang City Traditional Market®, Semarang City
Traditional Market®

including those in the Special Region of Yogyakarta (Daerah Istimewa Yogyakarta (DIY)),

, and Nongkojajar Market®’. Researchers observed several traditional markets,

Banjarbaru, Surabaya, Solo, Sragen, and Kebumen, Riau, Pekanbaru, and Palembang, where the
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transaction process can take place online or digitally. Traditional markets in Banjarmasin and
Palangka Raya implement a mixed transaction model, which involves both verbal and digital
transactions. The surrounding times shape certain scientific traditions, enabling us to explain,
criticize, analyze, and even deconstruct them. This allows us to distinguish between the
unchanging normativity and the changeable historicity, identify the goal and the tool, and
understand the dimensions of universality and particularity®.

The application of Islamic economic principles serves as a benchmark or indicator of the
justification of Sharia in all financial activities, including buying and selling transactions in
traditional markets. An agreement between the parties is one element that ensures the validity of
the contract in such transactions. In addition to other elements, such as the object of the contract
and legal capacity.” However, several factors, such as the environment, social customs, and
culture, can indirectly influence the justification of social transactions. The application of Islamic
economic principles, which prohibit usury and injustice, in a society's financial activities indicates
a religious environment. An environment that supports Islamic economic activities will foster
social habits that also support these activities, and vice versa.

TRANSFORMATION OF DIGITAL TRANSACTIONS IN THE TRADITIONAL
MARKET ECONOMIC SYSTEM

Digital transformation is an evolutionary process that relies on existing capabilities and digital
technologies to create or transform business processes, operational processes, and customer
experiences to create new values. Four drivers of digital transformation include: (1) regulatory
changes; (2) changes in the competitive landscape; (3) changes in the digital form of industry; and
(4) changes in consumer behavior and expectations.”

The interaction between finance and technology with the internet has triggered the
emergence of digital payment technology. This technological innovation has penetrated the
payment system in traditional markets. Four categories of digital payment technology include
card payments, electronic payments, mobile payments, and cryptocurrencies.” Of the four
categories, card and mobile payments are the ones most often used in traditional markets, such as
Beringharjo Market and conventional markets that adopt digital payment systems. However, the
digital payment system faces various challenges such as social, economic, technical, awareness,
and legal issues.”

In the 21st century, electronic payments have become the first choice for money transfers
to/from payers/recipients. Visa cards, Mastercards, smart cards, debit cards, credit cards,
electronic checks, and electronic wallets are options for electronic payments. However, the
acceptance of digital payment systems hinges on three factors: each transaction's cost, time, and
security. ” Following the COVID-19 pandemic, the significance of digital commerce has grown,

% Nasitotul Janah, “Nutrcholish Madjid Dan Pemikirannya (Diantara Kontribusi Dan Kontroversi),” Cakrawala:
Jurnal Studi Islam 12, no. 1 (2017): 44—63, https://doi.org/10.31603/ cakrawala.v12i1.1655.
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1 Khando Khando, M. Sirajul Islam, and Shang Gao, “The Emerging Technologies of Digital Payments and
Associated Challenges: A Systematic Literature Review,” Future Internet 15, no. 1 (2023): 3-21,
https://doi.otg/10.3390/£15010021.

72 Khando, Islam, and Gao.

73 Awais Ahmed, Abdul Aziz, and Muhammad Muneeb, “Electronic Payment System: A Complete Guide,” Journal
of Multidisciplinary Sciences 1, no. 2 (2019): 1-17, https://doi.org/10.33888/jms.2019.121.



Muzalifah, Nopriansyah | Transformation of Sharia Economic Law | 335

leading to its implementation in traditional markets across various regions, including Malang
City.™

Payment with a non-cash system has positive and negative impacts; the positive impacts
include increased industrial productivity, encouraging MSMEs to enter e-commerce, facilitating
promotional and marketing activities for a product, and increasing numbers of new services that
facilitate the economy and business. The negative impacts include easier access to prohibited
transactions and increasing cases of legal violations in online trading.” Halida Achmad Bagraff
and Achmad Room Riyantosyariah stated that according to Islamic law, the use of e-money is
permissible if its implementation is in accordance with sharia principles, namely the absence of
elements of usury, maisir, or gharar.”

Information and communication technology can be both a threat and an opportunity for
wholesale markets. On the one hand, transaction costs and the power of marketing channels can
make physical wholesale markets, such as traditional markets, less attractive to wholesalers and
customers. On the other hand, network effects and business model innovations can enhance the
advantages of traditional wholesalers over physical markets, which in turn transforms and
upgrades the traditional ecosystem into an entrepreneurial ecosystem.”’

As communication technologies connect people and businesses around the world with
increasing ease and convenience, businesses engaging in digital commerce are also expanding
their network of clients and suppliers across borders. Therefore, a regulatory framework
conducive to digital commerce must ensure that contracts concluded remotely through electronic
channels are as valid and legally enforceable as those concluded in person.

DIGITAL ECONOMIC TRANSACTIONS OF MIDDLE-CLASS MUSLIMS IN
TRADITIONAL MARKETS IN INDONESIA

Cultural, religious, and economic factors interact uniquely to shape the economic transactions of
the Muslim middle class in Indonesia. As the world’s largest Muslim-majority country, Indonesia
has seen a significant increase in its Muslim middle class, characterized by increasing
consumption power and a strong inclination towards Islamic finance and halal products. This
demographic shift has profound implications for various sectors of the economy, particularly in
the areas of Islamic finance, halal consumption, and overall market dynamics.

The economic transactions of the Muslim middle class are characterized by a strong
alignment with Islamic principles, particularly through the lens of Islamic finance and halal
consumption. This social class is not only driving significant economic growth but also shaping
market trends and consumer behavior in ways that reflect religious values and modern consumer
practices. The ongoing evolution of the middle class is likely to continue to influence Indonesia’s
economic landscape, presenting opportunities for businesses that can effectively engage with this
unique consumer segment.

The shift from traditional to digital transactions has a significant impact on the
contracting habits of middle-class individuals, particulatly in traditional markets. Traditionally,

74 Handayani, Kusumajanto, and Handayati, “Digitalization of Trade in Traditional Markets: Causal Relationship of
Digital Skills, Economic Literacy, and Financial Technology.”
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traders and consumers carry out face-to-face and cash contracts in traditional markets, but
recently, non-cash contracts have become an option. The advantages of a non-cash or digital
payment system are that it is relatively safer, more effective, and more efficient. Non-cash
payments can be made using cards as a means of payment, for example, with ATM cards, debit
cards, credit cards, and electronic money (e-money). Digital payment applications like OVO, Go-
Pay, Shopee Pay, Dana, and others are expetiencing significant growth.”

The main factor influencing digital transactions among middle-class Muslims is the rapid
growth of e-commerce, which has become the main channel for shopping and conducting
financial activities. The increasing use of smartphones and internet access has enabled middle-
class Muslims to shop online, especially for halal products, which are increasingly available
through digital markets. Research shows that the growth of the Muslim middle class, especially
those born in the digital era, has led to a significant increase in online purchasing behavior,
especially for halal cosmetics and other consumer goods.” This trend reflects a broader shift
toward digitalization in the economy, prioritizing convenience and accessibility. This
phenomenon is both a challenge and an opportunity for traditional market players to develop
their businesses.

The engagement of the Muslim middle class with digital transactions extends beyond
consumer behavior and encompasses entrepreneurial activities. The emergence of Muslim
entrepreneurs in traditional markets who utilize digital platforms to promote their businesses has
changed the economic landscape. Entrepreneurs can combine Islamic values with innovative
business models, meeting the needs of a growing market seeking halal and ethically produced
goods.” Digital marketing strategies that align with the values of the Muslim community support
the entrepreneurial spirit, thereby increasing brand loyalty and consumer trust. As digital
technology continues to evolve, the influence of the Muslim middle class on the digital economy
will expand, driving further innovation in e-commerce and Islamic finance. The intersection of
religion and digital commerce presents unique opportunities for businesses that can effectively
engage with local, national, and international market segments.

Islamic economic law governs digital transactions through principles that prioritize ethical
behavior, fairness, and the prohibition of elements like usury, excessive acts (gharar), and
gambling (maisir). One of the main concerns in Islamic economic law regarding digital
transactions is the prohibition of usury.” Traditional banking practices involving interest are not
permissible under the Shariah, and this also applies to digital financial products.” For example,
the emergence of Islamic fintech platforms aims to provide a Shariah-compliant alternative to
conventional financial services, ensuring that users can engage in digital transactions without

8 Venti Eka Satya, “Regulation of Digital Payment System for Indonesian Financial System Stability,” Info Singkat:
Economic and Policy Division DPR RI X111, no. 2 (2021): 19-24,
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violating Islamic principles.” Thus, the development of Islamic fintech platforms is important to
promote financial inclusion among Muslims, as such platforms offer services that comply with
Islamic law while utilizing modern technology.**

Islamic digital banking solutions, such as mobile banking and internet banking, have
emerged as effective tools to expand access to financial services while complying with Islamic
law.* The platform not only enhances convenience for users but also promotes transpatency and
accountability in financial transactions, which are essential components of Islamic economic law.
The integration of Maqasid al-Shariah, or the higher objectives of Islamic law, into digital banking
practices further ensures that these services contribute to social welfare and economic justice.*
Thus, digital transactions within the framework of Islamic economic law must be able to navigate
the complexities of Sharia compliance, especially regarding the prohibition of riba and gharar.
The development of Islamic fintech and digital banking solutions is a significant step toward
integrating modern financial practices with traditional Islamic values.

CONCLUSION

Economic transactions among middle-class Muslims, such as buying and selling in traditional
markets, are part of their daily routine. People in traditional markets generally conduct economic
transactions through bargaining contracts. Social change and economic globalization have
contributed to the transformation of traditional markets, particularly in terms of economic
transactions. Consumers can choose from bargaining-based (oral), digital, and even hybrid
transaction systems (combining oral bargaining with digital settlement). Within the framework of
Islamic law, the legality of new contracts resulting from the transformation of contracts in
traditional markets depends on compliance with the requirements and principles of Islamic law.
Both oral and digital contracts used in traditional market transactions are considered valid if they
meet key requirements such as clarity of object, voluntary agreement (ijjab qabul), and the
principles of justice and balance between the parties.
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