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Abstract: Background: The rapid integration of Artificial Intelligence (Al) and digital
technologies is fundamentally reshaping the landscape of Islamic accounting, banking, and
finance. While Al offers unprecedented opportunities for operational efficiency and sustainable
growth, it simultaneously introduces complex ethical, transparency, and governance
challenges.

Problem Statement: However, there is a critical gap in addressing the human element: the
foundational role of character building and internal moral governance among the
professionals utilizing these technologies.

Objective: This study aims to explore the intersection of Al integration, character building,
and governance within the Islamic financial sector, proposing that true sustainability requires
a synthesis of advanced technology and deeply rooted ethical values.

Methodology: A comprehensive literature review was conducted, synthesizing contemporary
research across Al in finance, corporate governance, digital ethics, and Islamic moral
frameworks (such as Maqasid al-Shariah).

Findings: The review reveals that sustainable AI governance in Islamic finance cannot rely
solely on external compliance or algorithmic auditing. It requires robust internal character
building rooted in core Islamic principles like Amanah (trustworthiness), Adalah (justice), and
Ihsan (excellence). The literature suggests that cultivating digital ethics and moral resilience
is the most effective safeguard against Al-driven risks, such as algorithmic bias, data privacy
breaches, and unethical financial modeling.

Conclusion: To achieve a truly "future-ready"” Islamic financial ecosystem, institutions and
educational bodies must prioritize human-centric governance. We propose a conceptual
framework where character building is integrated as a mandatory foundation in financial
training, ensuring that Al adoption aligns with both technological advancement and
sustainable, ethical Islamic governance.

Keywords: Artificial Intelligence, Character Building, Digital Ethics, Islamic Finance, Maqasid
al-Shariah

1. Introduction

The advent of Industry 5.0 marks a strategic pivot where human character, rather than mere
technical dexterity, serves as the primary defense against algorithmic risk. As Al induces a
"change-inducing crisis" in education and professional practice (Ballantine et al., 2024), a



human-centric pedagogical ethos is required to prioritize interpersonal skills as the foundation
of professional character (Posillico et al., 2026). This evolution occurs within a fragmented
global context where multicultural sensitivity often dictates the success of character education
(Lu, 2025).

Students today must navigate "cosmopolitan nationalism," balancing global ethical
standards with local theological identities (Ma & Wright, 2022). In this landscape, the "21st-
century corporate skills" often lauded by industry are being superseded by a renewed valuation
of "grit" and prosocial behaviors which are qualities global youth identify as the true hallmarks
of "good work" (Clark et al., 2025). Central to this transformation is the rejection of static
morality in favor of a dynamic approach: "Ethics in Motion" reframes ethics education from a
static module into a continuous, reflective practice of 'moral becoming,' preventing the
desensitization that often accompanies technical automation (Ekasari et al., 2026).
Understanding these challenges requires a rigorous and transparent methodological approach
to synthesize the diverse voices within contemporary scholarship and Islamic thought.

2.  Methodology

This study employs a qualitative literature review methodology, utilizing a thematic synthesis
approach to explore the intersection of Artificial Intelligence (Al), character building and
Islamic finance. To establish a rigorous academic foundation, a comprehensive search was
conducted across premier academic databases, specifically Emerald Insight, Science Direct and
Springer Nature Link. The search process was guided by targeted keywords, including
“Artificial Intelligence”, “digital ethics”, “character building”, “Islamic finance”, “moral
governance” and “Maqasid al-Shariah”. The inclusion criteria specifically focused on peer-
reviewed articles that address the ethical implications of digital technology in the financial
sector, maintaining a specialized lens on Islamic financial principles and educational
development.

Following established scoping review standards, this research initially identified and
analyzed a corpus of 50 peer-reviewed articles published between 2021 and 2026, which are
detailed in the accompanying references. The analysis phase involved a critical reflection on
these 50 sources, where findings were iteratively categorized into four core themes. The four
core themes are “The Technical Frontier: Al, Accounting and Sustainability”, “Governance
Beyond Compliance: The Role of Organizational Character”, “The Pedagogy of Virtue:
Cultivating the Digital Khalifah” and “Islamic Moral Frameworks and Digital Moderation™.
While all 50 articles were utilized to trace recurring conceptual linkages and trace the “Ethics
in Motion” framework, the final integrated text prioritizes the most representative sources to
maintain analytical depth within the research’s structural requirements.

3.  Literature Review and Thematic Synthesis

The literature review represents an analytical reconstruction of the current state of digital-moral
integration, focusing on the systemic tensions between technology and virtue.

3.1 The Technical Frontier: Al, Accounting, and Sustainability

The accounting profession is currently undergoing a radical "re-invention," driven by the need
to integrate sustainability and business ethics into core curricula to close the gap between
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academic rankings and actual social outcomes (Nanjundaswamy et al., 2024; Filho et al., 2026).
However, the "Black Box" of Al creates "unknown unknowns" (Baker & Hawn, 2022). In
Islamic finance, this opacity constitutes systemic Gharar (excessive uncertainty). If the process
of wealth generation cannot be audited for Shariah compliance due to algorithmic veils, the
very sanctity of that wealth is compromised, directly threatening Hifz al-Mal (Preservation of
Wealth). Furthermore, the Generative Al age has placed academic and professional integrity
"under fire," risking a future where Al becomes a "well-trained accomplice to deception" rather
than a tool for prosperity (Al-Hajaya, 2025; Bond et al., 2024).

3.2 Governance Beyond Compliance: The Role of Organizational Character

High-level Al principles often remain "toothless" without the mid-level technical capabilities
required for bias remediation (Akbarighatar, 2025). Effective governance in "Community 5.0"
requires a shift from passive regulatory checklists to adaptive digital leadership and a robust
data-driven decision-making culture (Anwar et al., 2026; Alkhwaldi et al., 2025). While digital
trust is the primary driver for the adoption of digital finance, it is not an inherent feature of the
technologys; it is contingent upon the individual digital literacy and moral readiness of the user
(AbdulKareem & Oladimeji, 2024).

3.3 The Pedagogy of Virtue: Cultivating the Digital Khalifah

Reclaiming human agency requires the cultivation of the Digital Khalifah—a professional who
acts as an active moral steward rather than a passive recipient of algorithmic outputs. Utilizing
"Open Pedagogy," institutions must reposition learners as moral agents (Dang et al., 2026).
Research confirms that the "armor" of the Khalifah is forged in community, with peers and the
co-curriculum acting as the primary drivers of moral growth (Glanzer & Cockle, 2023). By
centering curricula on human dignity, we provide the spiritual resilience necessary to resist the
ethical erosion typical of digital environments (Pacheco et al., 2024; Pariyanti et al., 2025).

3.4 Islamic Moral Frameworks and Digital Moderation

The integration of Islamic values provides the ultimate shield against digital risk. Amanah
(trust), Adalah (justice), and Thsan (excellence) framework ensures that data is treated as a
sacred trust and algorithms are audited for social equity. Furthermore, the principle of
Wasathiyah (moderation) promotes the development of "justly balanced" digital citizens,
acting as a vital counter-measure against digital radicalization (Nurhayati et al., 2025). To
combat the "moral fatigue" inherent in high-pressure digital sectors, we must leverage religious

social capital to sustain continuous character development (Hartanto et al., 2025; Junaidi et al.,
2025).

4.  Discussion: Synthesizing the "Ethics in Motion" Framework

Moving from theory to operational character is a strategic necessity for the Ummah. The Digital
Khalifah must navigate Education 5.0 where neurodivergent learners often face a high
"Affective Load" due to rigid, compliance-based digital designs (Hardey & Pimblett, 2026).
Addressing this emotional exhaustion is not merely a pedagogical concern but a matter of
Adalah (justice) in digital design. Failure to address this, combined with moral fatigue
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(Hartanto et al., 2025), leads to AI dependence, where decision-making autonomy is
surrendered to automation (Le et al., 2026). To counter these systemic risks, "virtue literacy"
which is the ability to reason through ethical dilemmas (Contreras & Garcia, 2025) and the
influence of "moral exemplars" (Mendonga et al., 2024) act as primary countermeasures.

The proposed “Ethics in Motion” framework addresses these challenges through five
integrated pillars that reposition the professional as a proactive steward of technology. First,
the framework prioritizes Understandable Models, ensuring technical transparency to eliminate
Gharar (excessive uncertainty) and uphold the core objectives of Maqasid al-Shariah. Second,
it mandates active Bias Remediation, where algorithms are rigorously audited to ensure that
financial outcomes reflect the principle of Adalah. Third, it fosters Responsiveness by
developing institutional agility, allowing organizations to address emerging ethical failures in
real-time through adaptive leadership. Fourth, the framework ensures Harmlessness, protecting
both Hifz al-Mal (Preservation of Wealth) and inherent human dignity from technological
overreach. Finally, it centralizes the Common Good (Maslahah), ensuring that Al adoption is
aligned with the holistic prosperity of the community rather than isolated technical efficiency.
By waving these pillars into a continuous, reflective practice, the framework resolves the
tension between automation and agency, establishing the professional as a true steward of the
digital age.

5. Conclusion and Recommendation

Technology without character is a systemic risk to Islamic Finance. The prevailing "toothless"
high-level principles are insufficient for the complexities of Industry 5.0. We must adopt a
pluralist framework (Ofosu-Asare, 2025) where Al ethics is a core component of continuous
character education rather than a mere regulatory checklist.

For the recommendations on the Industry and Academia, Universities and bodies like
AAOIFI must immediately initiate Curriculum Redesign on academic part which move beyond
technical reductionism. We demand the integration of digital ethics and Maqgasid modules
directly into technical training, utilizing multidisciplinary, reflexive practices to ensure
graduates are not merely "trained accomplices to deception."

Second recommendation is on industry part by Continuous Moral Development in which
financial institutions must transition from ad-hoc compliance training to a culture of "Ethics in
Motion." This involves the active use of moral exemplars and mentorship to combat the moral
fatigue inherent in high-pressure digital environments.

Third is Value-Based Al Auditing for the regulatory part which regulators must move
from passive checklists to active, value-based auditing. Al systems should be evaluated for
their alignment with Islamic justice and the common good. We must develop computational
tools that can audit for bias remediation and transparency in real-time. The "Digital Khalifah"
bears the solemn duty of ensuring a just and equitable financial future. By anchoring
technological advancement in steadfast character, Islamic finance will lead the global shift
toward truly ethical finance.
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