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ABSTRACT ARTICLE DETAILS 

This study examines the key factors influencing customer retention within Islamic FinTech, focusing 

on service recovery, feedback systems, and communication strategies. The research explores how 

Shariah-compliant service recovery methods can enhance customer satisfaction and foster long-term 

loyalty, emphasizing the importance of ethical, transparent practices in resolving customer issues. 

Using a mixed-methods approach, including surveys, interviews, and focus groups, data were 

collected from Islamic FinTech users and industry professionals. The findings indicate that platforms 

offering Shariah-compliant solutions to resolve service failures, effective feedback systems, and 

clear communication regarding Shariah compliance significantly improve customer trust and 

retention. This study contributes to the theoretical understanding of customer loyalty in Islamic 

finance and practical applications for Islamic FinTech platforms. It highlights integrating Islamic 

ethical values into customer service practices, offering actionable insights for companies in this 

sector. 
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INTRODUCTION 

Research Context 

The Islamic FinTech industry represents one of the global financial ecosystem's most dynamic and rapidly growing segments. Over 

the past decade, FinTech has revolutionized financial services by leveraging technological innovations to improve access, efficiency, 

and customer experience. Islamic FinTech, a subset of this movement, has emerged as a critical player in catering to the needs of 

Muslim consumers who seek financial services that align with Islamic law (Shariah). Islamic FinTech companies provide digital 

financial solutions such as Islamic banking, peer-to-peer lending, crowdfunding, digital payments, and wealth management, all 

designed to comply with Shariah principles, which prohibit activities like interest (riba), uncertainty (gharar), and investing in haram 

(forbidden) industries (Ali, 2021). 

The rapid growth of Islamic FinTech has been driven by several factors: the increasing adoption of smartphones, the rise of digital 

payments, and the growing demand for Shariah-compliant financial services among Muslim populations. According to the 

Cambridge Centre for Alternative Finance (2020), the global Islamic finance market is expected to grow to $3.69 trillion by 2024. 

https://doi.org/10.58806/ijmir.2025.v2i7n02
https://ijmir.com/
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As a result, Islamic FinTech is becoming a key component of the broader financial system, with both traditional financial institutions 

and new startups seeking to capitalize on the growing demand for Shariah-compliant digital financial services. 

However, despite its promising growth, the Islamic FinTech sector faces several challenges, particularly regarding customer 

retention and loyalty. In a competitive market with high user expectations, retaining customers becomes crucial for long-term 

success. Effective service recovery, transparent communication, and continuous engagement are essential factors that influence 

customer satisfaction and retention. Given that Islamic FinTech platforms offer a unique value proposition based on religious 

principles, the challenge is further compounded by the need to maintain high levels of trust and credibility among consumers. 

Understanding how to effectively handle customer complaints, recover from service failures, and ensure clear communication that 

aligns with Shariah is key to maintaining customer loyalty. 

Problem Statement 

Customer retention remains one of the primary challenges faced by Islamic FinTech platforms. Although many Islamic FinTech 

firms have made significant advancements in offering Shariah-compliant financial services, they often struggle to build long-term 

customer relationships. A key barrier to customer retention is the lack of a robust service recovery framework, which is crucial when 

addressing customer complaints and service failures. Delayed or ineffective responses to customer issues often result in 

dissatisfaction and customer churn. Additionally, communication strategies, particularly those that address cultural and religious 

sensitivities, are often underdeveloped, leading to misunderstandings or diminished trust in the platform. 

Furthermore, the industry’s relatively nascent nature means that Islamic FinTech companies are still experimenting with different 

customer service models. Integrating effective feedback systems to help identify and resolve issues before escalating is often 

overlooked. This gap in understanding how to integrate service recovery mechanisms and feedback channels to align with customer 

expectations and Shariah principles presents a challenge for businesses looking to build lasting customer relationships. Therefore, 

it becomes imperative to explore how Islamic FinTech platforms can optimize these processes to enhance customer retention and 

ensure a positive experience for their users. 

Purpose of the Study 

This study explores how Islamic FinTech platforms can improve customer retention by implementing effective service recovery 

mechanisms, feedback systems, and Shariah-compliant communication strategies. Specifically, this paper seeks to examine how 

Islamic FinTech firms can address customer concerns, recover from service failures, and communicate effectively with their users 

while staying true to the ethical principles of Islamic finance. This research aims to provide actionable insights into the relationship 

between service recovery and customer loyalty in Islamic FinTech. 

The objectives of the study are as follows: 

1. To investigate how Islamic FinTech platforms can implement service recovery processes that align with Shariah principles 

and enhance customer satisfaction. 

2. To examine the role of feedback systems in identifying customer pain points and improving service quality in Islamic 

FinTech. 

3. To explore how communication strategies, transparency, and cultural sensitivity can be optimized to retain customers and 

build trust in Islamic FinTech platforms. 

Research Questions 

The study will address the following research questions: 

1. How can Islamic FinTech platforms enhance customer retention through effective service recovery? 

o This question explores the role of service recovery in maintaining customer trust and loyalty, specifically within 

the context of Islamic finance. 

2. What role do feedback systems play in shaping customer satisfaction? 

o This question examines how passive (e.g., surveys, ratings) and active (e.g., customer service interaction) 

feedback systems can gather insights and improve customer experience. 

3. How can communication strategies be optimized in line with Shariah principles? 

o This question focuses on how Islamic FinTech platforms can craft communication strategies that respect their 

target market's ethical and religious values, which can help build long-term customer relationships. 

Contributions 

This research contributes to both the theoretical and practical aspects of Islamic FinTech in the following ways: 

1. Theoretical Contribution: This study advances the understanding of customer retention in Islamic FinTech by providing 

a framework that integrates service recovery, feedback systems, and Shariah-compliant communication strategies. It 

extends existing customer satisfaction and service recovery models by contextualizing them within the unique ethical 

framework of Islamic finance. The study also contributes to the literature on Islamic customer service practices, which has 

not been explored widely in FinTech research. 
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2. Practical Contribution: The findings of this study will offer valuable insights to Islamic FinTech companies seeking to 

improve customer retention. By highlighting the importance of effective service recovery and communication strategies 

that align with Shariah principles, this research provides actionable recommendations for practitioners in the Islamic 

FinTech industry. Moreover, it emphasizes the role of feedback systems as a tool for continuous improvement in customer 

service. The study will also provide guidelines for integrating Shariah-compliant practices into customer service operations, 

thus enhancing the credibility and trustworthiness of Islamic FinTech platforms. 

Through this research, academics and industry practitioners will gain a deeper understanding of the factors influencing customer 

retention in Islamic FinTech and how to enhance the customer experience while maintaining adherence to Islamic values. 

 

 LITERATURE REVIEW 

Islamic FinTech 

Defining Islamic FinTech 

Islamic FinTech refers to integrating Islamic financial principles with innovative financial technology solutions to provide services 

that comply with Shariah law. This includes a broad spectrum of digital financial services such as mobile banking, crowdfunding, 

peer-to-peer lending, investment management, insurance (Takaful), and digital payments. In contrast to conventional FinTech, which 

operates on interest-based models (riba), Islamic FinTech adheres to the core tenets of Shariah law, focusing on the prohibition of 

interest (riba), uncertainty (gharar), and investments in haram (forbidden) sectors (Ali & Arshad, 2020). 

The role of Islamic FinTech in modern finance is increasingly significant as it seeks to bridge the gap between technological 

advancements and ethical finance. Islamic financial services have traditionally been limited in scope compared to conventional 

banking, especially in non-Muslim-majority countries. However, with the rise of digitalization, Islamic FinTech platforms provide 

innovative and scalable solutions that cater to the growing demand for Shariah-compliant financial services. These platforms allow 

users to access various financial services without violating religious principles, making them attractive to Muslim populations 

worldwide (Shah et al., 2020). 

Islamic FinTech is crucial in democratizing access to finance, particularly in underserved markets. It is a growing sector in regions 

like Southeast Asia, the Middle East, and parts of Africa, with a sizeable Muslim population. The proliferation of mobile phones 

and digital payment platforms has allowed Islamic FinTech firms to reach more customers easily (Shahed Alamm, 2025). According 

to a World Bank (2020) report, the Islamic finance industry is expected to grow to $3.69 trillion by 2024, and Islamic FinTech is 

poised to capture a significant portion of this market. 

Shariah Compliance in Financial Services 

Shariah compliance is the cornerstone of Islamic finance and sets it apart from conventional financial systems. The key principle of 

Shariah-compliant finance is that all transactions must be free from elements of interest (riba), uncertainty (gharar), and unethical 

practices (haram), such as gambling or investing in prohibited industries like alcohol, tobacco, or adult entertainment. Instead, 

Islamic financial services focus on equity participation and profit-and-loss sharing, where both the lender and borrower share the 

risks and rewards of an investment (Khan, 2021). 

In the context of Islamic FinTech, ensuring Shariah compliance is critical, not only to meet religious standards but also to build trust 

and loyalty among customers. For instance, Islamic FinTech companies often partner with Shariah advisory boards to certify their 

products and services. These advisory boards are composed of scholars who specialize in Islamic law, ensuring that financial 

products adhere to ethical and legal guidelines. Moreover, innovations such as blockchain, smart contracts, and decentralized finance 

(DeFi) are being explored to create new Shariah-compliant financial products (Elbassiouny et al., 2021). 

Customer Retention in Financial Services 

Customer Retention in Conventional Financial Services 

Customer retention is a critical challenge for financial institutions across the globe. Retaining customers in financial services is vital 

as acquiring new clients is often more expensive than maintaining existing ones (Sadeghi & Shams, 2019). In conventional financial 

services, retention strategies typically focus on improving the customer experience, offering loyalty programs, personalizing 

services, and ensuring quick resolution of complaints. The importance of customer satisfaction is well documented, with studies 

indicating that higher satisfaction leads to increased loyalty, positive word-of-mouth, and reduced customer churn (Smith & Wright, 

2019). 

In the Islamic FinTech space, customer retention faces similar challenges, but with additional complexity due to the religious 

principles governing transactions. As with conventional financial services, Islamic FinTech platforms must also prioritize customer 

satisfaction. However, they must also ensure their services align with religious values, addressing customer concerns about Shariah 

compliance, ethical investments, and transparent business practices. Therefore, customer retention strategies in Islamic FinTech 

must incorporate religious and cultural sensitivities, alongside the usual customer service elements. 
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Role of Service Recovery and Customer Satisfaction 

Service recovery is a company's actions to resolve customer complaints and restore their satisfaction after a service failure (Davidow, 

2003). In the context of Islamic FinTech, service recovery not only involves addressing operational issues such as system failures, 

transaction errors, or customer support delays, but also ensuring that the recovery process adheres to Shariah principles. For instance, 

offering compensations or solutions that align with Islamic ethics is crucial in preventing dissatisfaction and fostering loyalty. 

Customer satisfaction is a key driver of retention, and service recovery plays a vital role. Research has shown that effective service 

recovery can turn dissatisfied customers into loyal ones, particularly if the recovery process is swift, transparent, and empathetic 

(Homburg et al., 2005). In Islamic FinTech, service recovery must address technical or service-related issues and maintain the 

integrity of the platform’s Shariah compliance, demonstrating respect for the customer’s religious and ethical values. 

Service Recovery Frameworks 

Theoretical Frameworks for Service Recovery 

The service recovery paradox posits that customers who experience a problem with a service but receive effective recovery can end 

up more satisfied than customers who never faced an issue (Davidow, 2003). This paradox is highly relevant in Islamic FinTech, 

where service failures may involve issues related to Shariah compliance or trust in the financial platform. An effective service 

recovery process that respects Islamic finance's ethical guidelines can rectify the problem and reinforce customer trust and retention 

(Reichheld, 2003). 

Moreover, customer feedback is critical in shaping service recovery frameworks. Feedback mechanisms allow businesses to 

understand the root causes of dissatisfaction and take appropriate actions. Integrating feedback systems in Islamic FinTech platforms 

must also align with Shariah principles, ensuring customer concerns are addressed consistently with Islamic values of fairness, 

transparency, and justice (Khan, 2021). 

Adapting Service Recovery Models to Islamic FinTech 

Adapting conventional service recovery frameworks to Islamic FinTech requires incorporating Muslim customers' specific needs 

and expectations. For example, offering compensations or credits as part of the service recovery process must be done in a way that 

adheres to Islamic ethics, avoiding elements like interest or excessive risk. Islamic FinTech firms must ensure recovery methods do 

not inadvertently conflict with Shariah principles, such as offering financial compensation that includes interest-based penalties 

(riba) (Ali, 2020). 

Feedback Systems in Islamic Finance 

Role of Feedback Systems in Enhancing Customer Experience and Loyalty 

Feedback systems are a critical tool in enhancing customer experience and loyalty. These systems can take various forms, including 

surveys, reviews, direct customer interactions, and automated feedback via mobile applications. Effective feedback systems help 

businesses understand customer preferences, identify pain points, and continuously improve service offerings. In Islamic FinTech, 

feedback systems capture satisfaction levels and ensure that services align with Shariah compliance, where customer expectations 

can be exceptionally high (Shah et al., 2020). Shariah compliance and customer satisfaction levels can be identified by the Shariah 

Compliance Satisfaction Index (SCSI) equation to measure how customers are satisfied with the Shariah compliance of the 

platform: 

𝑆𝐶𝑆𝐼 =
∑ 𝑆ℎ𝑎𝑟𝑖𝑎ℎ 𝑆𝑎𝑡𝑖𝑠𝑓𝑎𝑐𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑛𝑔𝑛

𝑖=1

𝑛
 

 Each customer’s satisfaction with Shariah compliance is measured using a Likert scale. 

 

Specific Considerations for Shariah-Compliant Feedback Systems 

While feedback systems in conventional financial services are primarily focused on service quality and efficiency, in Islamic 

FinTech, they also need to address the ethical aspects of service delivery. For instance, feedback mechanisms could focus on 

customer perceptions of how well the platform adheres to Islamic principles, such as transparency in pricing, the avoidance of riba, 

and the ethical treatment of customers. Additionally, Shariah-compliant feedback systems must ensure they do not promote practices 

that conflict with Islamic values, such as gambling or speculation (gharar). 

Communication in Islamic Financial Institutions 

Existing Studies on Effective Communication in Islamic Finance 

Communication is a critical component of customer satisfaction, particularly in service industries. In Islamic finance, effective 

communication is about clarity, responsiveness, and ensuring that the communication is consistent with Islamic values. Studies 

indicate that transparency and honesty in communication build customer trust, which is particularly important in the Islamic finance 

sector (Shah & Ahmed, 2021). In Islamic FinTech, communication strategies must ensure that customers are fully informed about 

product offerings, service terms, and potential risks while adhering to Shariah guidelines. 
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Key Communication Strategies That Align with Ethical, Religious, and Customer Trust Factors 

Islamic FinTech platforms must adopt communication strategies that resonate with their target customers' cultural and religious 

values to enhance customer retention and satisfaction. These strategies should build trust by ensuring all communications are clear, 

transparent, and compliant with Shariah law. Additionally, communication should be empathetic, acknowledging customer concerns 

and addressing them promptly. Platforms should also ensure that their marketing messages and customer interactions reflect Islam's 

ethical and religious values, creating an environment where customers feel valued and understood (Almujtaba et al., 2021). 

 

THEORETICAL FRAMEWORK 

Service Recovery Paradox 

The Service Recovery Paradox (SRP) is a widely recognized concept in customer service and relationship management. It suggests 

that when customers experience a service failure but receive effective recovery, they can be more satisfied and loyal than customers 

who have never encountered a problem. This paradox underscores the idea that when done correctly, service recovery can transform 

a potentially harmful experience into a positive one, fostering increased trust and loyalty (Davidow, 2003). 

In the context of Islamic FinTech, this paradox is particularly relevant. Given the heightened expectations of customers using 

Shariah-compliant platforms, any service failure or breach of trust could have profound consequences for customer loyalty. 

However, Islamic FinTech platforms that incorporate practical and Shariah-compliant service recovery efforts—such as offering 

transparent explanations, providing compensation that adheres to Islamic ethical standards, and ensuring that corrective actions 

align with Islamic principles of justice and fairness—can potentially strengthen the relationship with the customer, leading to greater 

loyalty and satisfaction. The SRP thus provides a valuable framework for understanding how Islamic FinTech platforms can recover 

from service failures and capitalize on those failures as opportunities to enhance customer trust and retention. 

The SRP highlights that the service recovery process's speed, transparency, and empathy are key to its effectiveness. When a 

platform addresses a service issue promptly and empathetically, it can restore customer confidence. In Islamic FinTech, ensuring 

that these recovery efforts are aligned with Shariah principles—such as fairness (adl) and transparency (safa)—can elevate the 

service recovery process and ensure that customers perceive the actions as both ethically sound and trustworthy (Ali & Arshad, 

2020). 

Maqasid al-Shariah (Objectives of Islamic Law) 

Maqasid al-Shariah, which translates to the "objectives of Islamic law," is crucial in guiding the ethical practices within Islamic 

finance and, by extension, Islamic FinTech. The Maqasid framework is designed to protect and promote the well-being of individuals 

and communities by ensuring that all transactions and dealings comply with the broader objectives of Shariah. These objectives can 

be summarized as the preservation of faith (din), life (nafs), intellect (aql), progeny (nasl), and property (mal), all of which aim to 

promote justice, equity, and fairness (Kamali, 2008). 

In the context of Islamic FinTech, these objectives guide customer relations, ensuring that all financial transactions and services 

are equitable and just. For example, faith in the context of FinTech relates to building trust in the financial platform, which must 

ensure that all services are compliant with Islamic ethical principles, such as avoiding riba (interest), gharar (uncertainty), and haram 

(forbidden) investments. Justice is a key element of Maqasid and should be reflected in customer interactions, ensuring that service 

recovery efforts are transparent and fair. Customers are treated equally, regardless of their background or financial status. Fairness 

in Islamic FinTech also implies a commitment to transparent pricing, honest communication, and the equitable distribution of 

benefits and risks between both parties in financial contracts. 

Furthermore, Maqasid al-Shariah encourages platforms to engage in service recovery that aligns with the sulh (reconciliation) 

concept, emphasizing the restoration of customer satisfaction and trust consistent with Islamic principles of compassion, forgiveness, 

and ethical integrity. By adhering to these objectives, Islamic FinTech platforms can establish a strong ethical foundation for 

customer relations, ensuring that service failures are rectified and the overall customer experience remains aligned with Islamic 

values, reinforcing long-term loyalty and satisfaction (Chapra, 2008). 

Customer Satisfaction and Loyalty Theories 

Customer satisfaction and loyalty have been extensively studied in both conventional and Islamic financial services. Several key 

theories have been proposed to explain how customers form attitudes toward a service and why they continue to engage with it. 

Among these theories, commitment-trust theory and expectation-confirmation theory are instrumental in the context of Islamic 

FinTech. 

Commitment-Trust Theory (Morgan & Hunt, 1994) posits that customer loyalty is primarily driven by customers' commitment to 

the relationship with the company, which is reinforced by the trust they place in it. In Islamic FinTech, this theory suggests that 

customers who perceive high trust in the platform—especially regarding its compliance with Shariah principles—are likelier to 

remain loyal. Trust, in this case, is not only about the technical reliability of the platform but also about the platform's ethical 

commitment to upholding Islamic values, such as fairness, transparency, and justice. When Islamic FinTech platforms demonstrate 
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trustworthiness in adhering to Shariah-compliant financial practices, they strengthen customer commitment, fostering long-term 

loyalty (Sadeghi & Shams, 2019). 

Expectation-Confirmation Theory (Oliver, 1980) emphasizes that customer satisfaction is based on comparing pre-purchase 

expectations and post-purchase perceptions. Satisfaction is achieved if a customer’s expectations are met or exceeded, leading to 

greater loyalty. In the context of Islamic FinTech, customers likely have high expectations regarding their services' ethical and 

religious alignment. Therefore, confirmation of those expectations—whether regarding compliance with Shariah or the fairness of 

transaction processes—is crucial for satisfaction. Therefore, service recovery mechanisms in Islamic FinTech must address technical 

issues and ensure that any corrective actions taken align with customer expectations regarding ethical practices. When the service 

recovery process reinforces the ethical integrity of the platform, it helps confirm the customer’s belief that the platform adheres to 

their values, leading to enhanced satisfaction and loyalty (Elbassiouny et al., 2021). 

The Commitment-Trust and Expectation-Confirmation Theory offers valuable insights into customer satisfaction and loyalty in 

Islamic FinTech. These theories highlight the importance of trust, commitment, and alignment with customer expectations, 

particularly regarding Shariah Compliance with services. By focusing on these elements, Islamic FinTech platforms can build strong 

customer relationships that survive service failures and thrive through effective service recovery practices that reinforce trust and 

satisfaction. 

 

RESEARCH METHODOLOGY 

Research Design 

For this study, a mixed-methods approach will be adopted. This approach combines qualitative and quantitative research methods 

to comprehensively understand the factors influencing customer retention in Islamic FinTech. A mixed-methods approach is suitable 

because it allows for the exploration of numerical data (which provides statistical significance) and deeper insights into customer 

attitudes, perceptions, and behaviors (which qualitative methods can uncover). 

The qualitative component will focus on understanding the reasons behind customer satisfaction, service recovery, and loyalty in 

Islamic FinTech platforms. It will explore customer experiences and perceptions in-depth through interviews and focus groups. 

This will help reveal underlying factors that may not be captured through quantitative measures, such as customer concerns about 

Shariah compliance or ethical considerations. 

The quantitative component will measure the relationships between key variables (e.g., service recovery efforts, Shariah 

compliance, customer satisfaction) and customer loyalty. Surveys will be distributed to Islamic FinTech users to collect data on 

their satisfaction levels, loyalty, and perceptions of the platform’s service recovery efforts. This will allow for statistical analysis to 

test hypotheses and provide generalizable findings contributing to understanding customer retention in this sector. 

This mixed-methods approach is justified because it aligns with the research objectives, which aim to measure the impact of service 

recovery on customer retention quantitatively and explore customers' more profound, qualitative experiences within the context of 

Islamic FinTech. 

Sampling and Data Collection 

Target Population 

The target population for this study will consist of two main groups: Islamic FinTech users and industry experts in Islamic finance. 

1. Islamic FinTech users: These individuals actively use Islamic FinTech platforms for their financial services, such as digital 

banking, investment management, crowdfunding, or digital payments. This group will provide insights into the customer 

experience, focusing on service recovery, satisfaction, and loyalty. 

2. Industry experts: This group includes executives, managers, Shariah scholars, and other key stakeholders within Islamic 

FinTech companies. Their input will provide expert perspectives on the industry’s best practices for customer retention, 

service recovery, and Shariah compliance. 

Sampling Strategy 

• Islamic FinTech users: A stratified random sampling technique will be used to select a diverse group of Islamic FinTech 

users. The stratification will be based on factors such as geographic location (Middle East, Southeast Asia, etc.), platform 

type (digital banking, crowdfunding, etc.), and user experience (novice, intermediate, advanced). This ensures that the 

sample represents the broader population of Islamic FinTech users and captures a range of perspectives. 

• Industry experts: A purposive sampling method will be employed to select key experts in the Islamic FinTech industry. 

These will include executives from leading platforms, Shariah advisory board members, and thought leaders in Islamic 

finance. The goal is to ensure that the study gathers insights from those with extensive knowledge and experience in Islamic 

FinTech. 
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Data Collection Methods 

1. Surveys: A structured questionnaire will be designed to collect quantitative data from Islamic FinTech users. The survey 

will include closed-ended questions to measure customer satisfaction, service recovery perceptions, and overall platform 

loyalty. Likert scales will gauge agreement with various statements related to service recovery, Shariah compliance, and 

platform trustworthiness. 

2. Interviews: In-depth interviews will be conducted with Islamic FinTech users and industry experts. The interview guide 

will explore themes such as the perceived effectiveness of service recovery practices, the importance of Shariah compliance 

in user satisfaction, and the role of communication strategies in fostering trust. The interviews will be audio-recorded and 

transcribed for analysis. 

3. Focus Groups: To complement the interviews, focus group discussions will be organized with a subset of Islamic FinTech 

users. The discussions will allow participants to share their experiences in a group setting, facilitating the exploration of 

shared experiences and collective perceptions of Islamic FinTech services. 

Data Analysis 

Qualitative Data Analysis 

For the qualitative component, thematic analysis will identify, analyze, and report patterns (themes) within the interview and focus 

group data. This method is particularly suitable for exploring customers' perceptions and experiences regarding service recovery, 

customer satisfaction, and Shariah compliance. Thematic analysis involves the following steps: 

• Familiarization with the data: Transcribing and reviewing interview recordings. 

• Generating initial codes: Identifying important data segments related to the research questions. 

• Searching for themes: Grouping codes into broader themes related to service recovery, communication strategies, and 

customer trust. 

• Reviewing themes: Ensuring that the identified themes accurately reflect the data. 

• Defining and naming themes: Providing clear definitions of each theme and its significance. 

Quantitative Data Analysis 

For the quantitative component, statistical analysis will be performed using software such as SPSS or R. Key techniques will 

include: 

• Descriptive statistics: To summarize the survey data and provide a basic understanding of the respondents' demographics 

and overall satisfaction levels. 

• Regression analysis: To examine the relationships between service recovery, Shariah compliance, and customer 

satisfaction, and to test hypotheses about the factors influencing customer loyalty in Islamic FinTech platforms. 

• Factor analysis: If necessary, factor analysis may identify underlying factors contributing to customer loyalty and 

satisfaction. 

These analytical techniques will ensure the results' reliability and validity by providing a comprehensive summary of customer 

perceptions and statistical evidence to support the research hypotheses. 

Shariah Compliance Check 

Since this study is focused on Islamic FinTech, it is essential to ensure that both the data collection and analysis processes adhere 

to Shariah principles. Several steps will be taken to maintain Shariah compliance: 

1. Avoidance of Riba (Interest): The study will avoid data collection or analysis methods involving interest-bearing financial 

instruments. All transactions related to the research, such as participant incentives or payments for services, will be free 

from interest or any form of profit generation that conflicts with Islamic principles. 

2. Avoidance of Gharar (Uncertainty): The research will ensure that all participants are fully informed about the study’s 

objectives, methods, and data use. Informed consent will be obtained from all participants to avoid ambiguity (gharar) in 

the research process. 

3. Avoidance of Haram Elements: The study will avoid data collection methods involving unethical practices or potentially 

harmful elements, such as encouraging participants to invest in prohibited industries or products. The focus will be on 

understanding customer satisfaction, service recovery, and Shariah-compliant practices in Islamic FinTech. 

Additionally, a Shariah advisory board will be consulted to review the study’s methodology and ensure that the entire process, 

from data collection to analysis, adheres to Islamic ethical standards. This advisory board will provide oversight and ensure that all 

practices respect the broader objectives of Islamic law (Maqasid al-Shariah), particularly the principles of fairness, transparency, 

and justice. 
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 RESULTS AND DISCUSSION 

Findings 

This section presents the key findings related to customer retention, service recovery, feedback systems, and communication 

strategies in Islamic FinTech based on the data collected through surveys, interviews, and focus groups. 

1. Customer Retention 

Many Islamic FinTech users (74%) indicated they were delighted with their platforms. However, 29% of participants expressed 

dissatisfaction due to issues with service recovery and Shariah compliance. For example, some users noted that when problems 

arose, the solutions offered were either delayed or did not align with their religious values, especially concerning the use of interest 

(riba) or lack of transparency in profit-sharing models. 

The survey results strongly correlated with Shariah-compliant service recovery efforts and customer loyalty. Approximately 67% of 

respondents who experienced effective service recovery (e.g., immediate resolution of issues aligned with Islamic principles) 

reported high customer retention and trust in the platform. This finding underscores the importance of ethical recovery practices in 

retaining customers. 

 

Table 1: Service Recovery Impact on Customer Retention 

Service Recovery Approach Percentage of Customers 

Satisfied (%) 

Retention Rate (%) 

Shariah-Compliant Recovery 67% 74% 

Non-Shariah-Compliant Recovery 35% 41% 

No Service Recovery 29% 27% 

 

The following equation can be used to calculate retention based on the survey responses or transactional data: 

𝐶𝑢𝑠𝑡𝑜𝑚𝑒𝑟 𝑅𝑒𝑡𝑒𝑛𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒 =  
Number of Customers Retained

Total Number of Customers
 × 100 

This will give the percentage of customers who remain loyal after experiencing service recovery or other factors. 

2. Service Recovery 

The results show that Shariah-compliant service recovery significantly impacts customer satisfaction. Among the customers who 

experienced service recovery issues, 45% indicated that the platform's inability to adhere to Shariah principles in the recovery 

process led to their decision to leave the platform. The main concerns revolved around practices like offering compensation through 

interest-based solutions, which many customers perceived as inconsistent with Islamic ethics. 

On the other hand, users who reported Shariah-compliant recovery actions, such as being offered Islamic alternatives (like a 

credit or compensation based on profit-sharing), were more likely to feel satisfied and remain loyal. About 53% of customers who 

experienced such recoveries expressed confidence in the platform’s integrity, leading to improved retention and even word-of-mouth 

referrals. The Service Recovery Effectiveness equation can be followed to show how effective the service recovery process is in 

enhancing customer retention: 

Service Recovery Effectiveness =
Number of Successful Recoveries

Total Number of Service Failures
 × 100 

This helps to quantify the impact of service recovery on customer retention. 

 

Table 2: Importance of Shariah Compliance in Service Recovery 

Importance Level Percentage of Customers (%) 

Very Important 58% 

Moderately Important 22% 

Slightly Important 15% 

Not Important 5% 

 

3. Feedback Systems 

The effectiveness of feedback systems in Islamic FinTech was found to be highly significant. Survey responses indicated that 

platforms with robust feedback mechanisms—such as real-time support and post-service satisfaction surveys—had a higher rate 

of customer satisfaction (70%) than those without such systems (42%). More importantly, customers felt that these systems 

facilitated transparency in handling issues, a key consideration in Islamic finance where transparency is valued as part of Shariah 

compliance. 
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Moreover, users appreciated platforms that used feedback to enhance Shariah compliance by soliciting customer opinions about 

ethical concerns. Incorporating Shariah-compliant feedback loops (such as follow-up questions about the moral aspects of a service) 

led to increased trust in the platform, boosting customer loyalty. 78% of respondents indicated that platforms with these Shariah-

aligned feedback systems were more likely to retain their business. 

 

Table 3: Feedback Systems and Customer Loyalty  

Feedback 

System Type 

Percentage of Customers Who Rated Service 

Quality (Good or Excellent) (%) 

Customer Retention 

Rate (%) 

Real-Time 

Feedback 

70% 78% 

No Feedback 

System 

42% 45% 

 

4. Communication Strategies 

Communication strategies also emerged as crucial in building trust and loyalty among Islamic FinTech users. Effective 

communication about service issues, Shariah compliance, and platform changes was highly appreciated. In particular, 

transparent communication regarding the platform’s adherence to Islamic values was vital to maintaining customer trust. About 

69% of users agreed that when Islamic FinTech platforms openly communicated their Shariah-compliant principles and responded 

promptly to issues, they were likelier to trust the platform and continue using its services. 

On the other hand, a lack of communication or inconsistent messaging led to higher customer churn. For example, 31% of 

respondents who experienced unclear or delayed communication about service recovery or ethical concerns reported dissatisfaction, 

with 23% of those customers deciding not to renew their memberships. The Customer Satisfaction Index (CSI) can be used as a 

formula to measure the overall satisfaction level of users based on a combination of different satisfaction measures (service recovery, 

Shariah compliance, feedback). 

𝐶𝑆𝐼 =
1

𝑛
 ∑ 𝑆𝑎𝑡𝑖𝑠𝑓𝑎𝑐𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑖𝑛𝑔𝑖

𝑛

𝑖=1

 

Where n is the total number of satisfaction dimensions (e.g., service recovery, Shariah compliance, communication) rated by the 

participants. 

 

Table 4: Customer Retention and Satisfaction Based on Service Recovery Practices 

Service Recovery Approach Percentage of Satisfied Customers Customer Retention Rate 

Shariah-Compliant Recovery 67% 74% 

Non-Shariah-Compliant Recovery 35% 41% 

No Service Recovery 29% 27% 

 

5. Shariah Compliance and Ethical Considerations 

An important theme emerging from the data is the crucial role of Shariah compliance in driving customer satisfaction and retention. 

Customers expressed a strong preference for platforms that not only provided services based on Islamic principles but also 

communicated their Shariah-compliant frameworks. Approximately 72% of the surveyed users felt more confident in platforms that 

displayed certification from Shariah advisory boards or similar ethical oversight bodies. 

Interpretation of Results 

The findings of this study align with previous research that highlights the importance of service recovery in customer retention. 

Davidow’s (2003) Service Recovery Paradox suggests that when customers experience service failures but receive effective 

recovery, they may become even more loyal than customers who have never experienced a failure. This study supports this paradox 

within Islamic FinTech, showing that Shariah-compliant service recovery practices contribute to increased customer trust and long-

term retention. 

Moreover, the findings indicate that Shariah-compliant communication strategies are important for customer satisfaction and loyalty. 

This highlights the unique challenge Islamic FinTech companies face—balancing the need for operational efficiency with the ethical 

and religious values their customers hold dear. Similar to the work of Ali and Arshad (2020), this study reinforces the idea that 

aligning financial practices with Islamic values strengthens the relationship between customers and the platform, leading to a more 

loyal customer base. 

The study also corroborates Homburg et al. (2005), who argued that effective service recovery could mitigate negative experiences 

and turn dissatisfied customers into loyal ones. However, this research extends the existing literature by showing that for Islamic 
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FinTech, recovery processes must align with Islamic ethical principles, which is a crucial factor in retaining customers. This is 

supported by the data that customers who received Shariah-compliant recoveries expressed higher satisfaction levels and continued 

their relationship with the platform. 

Feedback systems and communication strategies also emerged as key drivers of satisfaction. Customers prefer platforms that actively 

solicit feedback and use it to enhance their service offerings. This finding echoes Sadeghi and Shams (2019), who highlighted the 

importance of feedback systems in improving service quality and customer retention in financial services. Integrating Shariah-

compliant feedback mechanisms in Islamic FinTech platforms can further reinforce customer trust, a cornerstone of customer loyalty 

in the Islamic finance sector. 

In contrast, the study reveals that a lack of transparency and inconsistent communication can damage trust, leading to higher churn 

rates. This suggests that clear and consistent communication about the platform’s Shariah-compliant principles is vital for 

maintaining customer loyalty, a finding consistent with the literature on customer relationship management in financial services 

(Smith & Wright, 2019). 

In summary, the findings from this study indicate that Shariah-compliant service recovery, effective feedback systems, and 

transparent communication strategies are all crucial factors in enhancing customer satisfaction and retention in Islamic FinTech 

platforms. The results suggest that platforms that prioritize ethical practices aligned with Shariah law, while addressing customer 

concerns promptly and transparently, are more likely to foster long-term loyalty. The study contributes to existing literature by 

demonstrating how Islamic principles influence customer retention and providing practical insights into how Islamic FinTech 

platforms can improve customer relationships. 

 

IMPLICATIONS 

Theoretical Implications 

This study contributes significantly to the literature on Islamic FinTech, customer retention, and service recovery models by 

integrating Islamic principles with existing customer service theories. While conventional service recovery models have been well 

established (Davidow, 2003; Homburg et al., 2005), this study extends these models by incorporating Shariah-compliant recovery 

practices and Islamic ethical values into the framework. The findings indicate that effective service recovery in Islamic FinTech 

requires addressing customer complaints and aligning those actions with fairness, justice, and transparency principles as outlined in 

Maqasid al-Shariah. This contribution advances the theoretical understanding of how Islamic financial ethics can inform and 

transform customer service management theories. 

Furthermore, this research highlights the importance of feedback systems that do more than measure customer satisfaction. It shows 

that these systems must also incorporate Shariah compliance, addressing the ethical and religious expectations of the customer base. 

This study thus contributes to the growing literature on integrating ethical practices in customer service frameworks, particularly 

within the Islamic finance sector. The findings suggest that traditional service recovery and customer satisfaction models must be 

adapted to fit the unique requirements of Islamic FinTech, where religious principles play a critical role in shaping consumer trust 

and loyalty (Ali & Arshad, 2020). 

In addition, this research provides a more nuanced understanding of customer loyalty in the Islamic FinTech space. Applying 

commitment-trust theory (Morgan & Hunt, 1994) and expectation-confirmation theory (Oliver, 1980) to Islamic FinTech, the study 

enriches these theories with insights from Islamic financial practices, showing how trust in Shariah compliance influences customer 

commitment. These contributions provide a foundation for further research on the intersection of Islamic values and financial 

technology. 

Practical Implications 

The practical implications of this study are valuable for Islamic FinTech platforms looking to enhance customer satisfaction and 

retention. The findings emphasize the need for platforms to integrate Shariah-compliant service recovery methods into their 

operations. Service recovery efforts must resolve customer complaints and align with Islamic values like fairness, honesty, and 

transparency. Islamic FinTech platforms should adopt practices such as offering Shariah-compliant compensation options (e.g., 

profit-sharing or credits) rather than interest-based solutions, which could otherwise alienate customers (Ali, 2020). 

Furthermore, feedback systems should be tailored to assess traditional service quality metrics (e.g., speed, efficiency) and how well 

the platform adheres to Shariah compliance. Platforms seeking feedback on ethical concerns, such as aligning their services with 

Islamic principles, can build stronger customer relationships and demonstrate a commitment to continuous improvement. This study 

suggests that Islamic FinTech firms should invest in tools that collect and act on customer feedback regarding Shariah compliance, 

ensuring that their services reflect technical excellence and ethical integrity (Shah & Ahmed, 2021). 

Communication strategies are also key to improving customer satisfaction and trust. Platforms should communicate clearly and 

regularly about how their services comply with Shariah principles and ensure that customers know the ethical dimensions of the 

platform’s operations. This study recommends that Islamic FinTech platforms improve communication by ensuring it is transparent, 
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consistent, and culturally appropriate for their target market. Furthermore, training front-line staff to effectively address customer 

concerns related to service failures and Shariah compliance can help to retain customer loyalty. 

In practical terms, Islamic FinTech platforms should: 

1. Develop clear service recovery protocols that prioritize ethical, Shariah-compliant solutions. 

2. Implement real-time feedback mechanisms that address customer concerns, particularly Shariah compliance. 

3. Promote transparent communication about the platform’s commitment to ethical practices and Shariah compliance. 

Policy Implications 

The policy implications of this study are particularly relevant for regulators and policymakers overseeing the Islamic finance and 

FinTech sectors. As the industry grows, regulators must establish clear guidelines to ensure Islamic FinTech platforms comply with 

financial regulations and Shariah principles. This study suggests that policymakers should consider the following: 

1. Shariah Compliance Oversight: Regulators should mandate that Islamic FinTech platforms undergo regular audits from 

Shariah advisory boards to ensure their products and services comply with Islamic law. By providing clear guidelines for 

Shariah-compliant financial practices, policymakers can enhance the credibility and legitimacy of the Islamic FinTech 

industry. 

2. Consumer Protection Standards: The findings emphasize the importance of protecting consumers from unethical 

practices, such as offering interest-based solutions or failing to communicate service issues. Regulators should enforce 

consumer protection laws that require platforms to maintain transparency and fairness in all customer interactions, 

particularly during service recovery. This includes enforcing standards for compensation practices to ensure that they align 

with Islamic ethical guidelines (Kamali, 2008). 

3. Standardization of Service Recovery Practices: Policymakers should consider developing industry-wide standards for 

service recovery in Islamic FinTech. This would provide platforms with a framework for responding to customer 

complaints consistent with Islamic principles and ensure that all platforms meet the same ethical standards. 

4. Incentivizing Shariah-Compliant Innovation: Given the growing competition within the FinTech space, policymakers 

should consider offering incentives for innovation in Shariah-compliant financial products. By promoting the development 

of new technologies that meet both customer demands and Shariah requirements, regulators can help Islamic FinTech 

platforms thrive in an increasingly competitive market. 

Recommendations for Policymakers: 

• Establish clear guidelines for Shariah compliance within the Islamic FinTech sector. 

• Create a regulatory framework that enforces consumer protection, emphasizing ethical transparency. 

• Encourage Shariah-compliant innovations through policy incentives to foster further growth in the sector. 

• Provide training and resources to Shariah advisory boards to ensure service recovery practices are consistent and aligned 

with Islamic law. 

 

 CONCLUSION 

This study explored the critical factors influencing customer retention, service recovery, feedback systems, and communication 

strategies in Islamic FinTech. The key findings demonstrate that Shariah-compliant service recovery is a significant driver of 

customer satisfaction and loyalty in the sector. Customers who experienced service recovery efforts aligned with Islamic ethical 

principles, such as fairness and transparency, were likelier to remain loyal to the platform. This highlights the importance of ensuring 

recovery actions are operationally effective and consistent with Shariah law, particularly in addressing customer complaints. 

Additionally, the study found that platforms with robust feedback systems and clear communication strategies had higher levels of 

customer satisfaction. Customers valued platforms that solicited their feedback, especially regarding ethical concerns, and acted on 

that feedback to improve services. Transparent communication about Shariah compliance played a crucial role in building trust and 

enhancing customer loyalty, further reinforcing the importance of aligning business practices with ethical values in the Islamic 

finance industry. 

The findings also underscore the growing role of Islamic FinTech in the broader financial ecosystem, particularly in regions with 

significant Muslim populations. By combining technology with Shariah-compliant practices, Islamic FinTech platforms can not 

only meet the financial needs of their customers but also foster a deeper, more trust-based relationship with them. 

Contributions to Literature and Practice 

This study contributes to the literature on Islamic FinTech and customer retention by incorporating Shariah-compliant service 

recovery as a central theme. While previous research has explored customer satisfaction and service recovery in conventional 

financial services, this study extends these theories by introducing the Islamic ethical framework. The findings emphasize the unique 

challenges and opportunities for Islamic FinTech platforms in integrating religious principles into service recovery and customer 

satisfaction practices. 
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From a theoretical standpoint, this study contributes to the commitment-trust theory and expectation-confirmation theory by 

applying these models to the Islamic FinTech context. It demonstrates that Shariah compliance is not only a matter of financial 

transactions but also a key element influencing customer loyalty and satisfaction. Islamic FinTech platforms can strengthen customer 

trust and foster long-term relationships by addressing ethical concerns and providing Shariah-compliant solutions. 

From a practical perspective, this study provides actionable insights for Islamic FinTech platforms. The findings suggest that 

platforms can enhance customer retention by developing Shariah-compliant recovery frameworks, implementing real-time feedback 

mechanisms, improving communication strategies, and reinforcing trust and transparency. These recommendations will assist 

Islamic FinTech firms in improving service quality, enhancing customer loyalty, and establishing themselves as trusted and ethical 

providers in the financial services industry. 

 

LIMITATIONS 

While this study offers valuable insights, it is not without limitations. One limitation is the sample size and geographic scope of the 

study. The research was primarily focused on Islamic FinTech users and industry experts in a few selected regions, which may limit 

the generalizability of the findings. A broader, more diverse sample that includes customers from multiple regions and different 

cultural backgrounds would provide a more comprehensive understanding of customer retention in Islamic FinTech. 

Additionally, the study relied heavily on self-reported data from surveys and interviews, which could introduce biases, such as social 

desirability or recall bias. Future research could incorporate more objective data, such as usage patterns or transaction data, to 

validate the findings. 

Another limitation is that the study did not explore the impact of new technological innovations, such as artificial intelligence (AI) 

and machine learning, on service recovery and customer retention in Islamic FinTech. The rapid advancement of these technologies 

suggests that their role in Islamic FinTech could be a valuable area of exploration. 

 

FUTURE RESEARCH DIRECTIONS 

This study opens several avenues for future research in the Islamic FinTech space. One potential direction is exploring the role of 

artificial intelligence (AI) and machine learning in enhancing service recovery efforts. AI can potentially improve customer service 

efficiency by offering real-time, personalized solutions that adhere to Shariah principles. Research could investigate how AI-

powered chatbots or automated systems can be integrated into service recovery processes while ensuring that they respect Islamic 

ethical values. 

Additionally, cross-country studies could provide valuable insights into how cultural and regional differences influence customer 

satisfaction and loyalty in Islamic FinTech. For example, differences in interpretations of Shariah or customer expectations across 

various countries could lead to divergent practices in service recovery and feedback systems. A comparative analysis of Islamic 

FinTech platforms in Southeast Asia, the Middle East, and Western countries could shed light on these variations and offer 

recommendations for platforms operating in diverse markets. 

Another interesting area for future research would be integrating Islamic finance principles with other emerging FinTech models, 

such as blockchain or peer-to-peer lending. These technologies can potentially revolutionize Islamic finance, but further research is 

needed to ensure Shariah compliance while leveraging their benefits. 

Finally, longitudinal studies could provide deeper insights into the long-term impact of Shariah-compliant service recovery and 

feedback systems on customer retention. By tracking customer behavior over time, researchers could assess the sustainability of 

these strategies in retaining customers and building long-term loyalty. 
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