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Abstract

The rapid growth of the digital economy in Indonesia has created an increasingly urgent need for
innovative financing models that are in line with sharia principles. Sharia venture capital, based on
the principles of Musyarakah and Mudharabah contracts, offers a fair and riba-free financing
alternative for digital startup s. This study aims to analyze how sharia venture capital regulations
are applied in Indonesia's digital economy sector and identify the challenges faced by startup s in
accessing sharia-based financing. The method used in this study is a qualitative approach with legal-
normative analysis, involving a review of relevant literature on existing regulations, such as the
Financial Services Authority (OJK) Regulation No. 35/POJK.05/2015 and the DSN-MUI Fatwa, as well
as previous studies. The results of the study show that although regulations are in place, the
implementation of sharia venture capital still faces various obstacles, such as low sharia financial
literacy, limited applicable legal standards, and high risks for startup s. This study concludes that to
optimize the potential of sharia venture capital in supporting the digital economy, it is necessary to
strengthen regulations, improve sharia financial literacy, and develop better human resource (HR)

capacity.
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Introduction
The development of Indonesia’s digital economy has accelerated significantly in recent
years, supported by rapid business digitalization and expanding internet penetration. According

to the Country Commercial Guide (2024), Indonesia’s digital economy is projected to exceed
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USD 130 billion by 2025. This expansion provides substantial opportunities for digital-based
startups. However, many of these startups still struggle to obtain financing that complies with
Sharia principles, highlighting the need for alternative financing instruments such as Sharia
venture capital.

Sharia venture capital (based on Musyarakah/partnership and Mudharabah/profit-sharing
contracts) promotes fairness, risk sharing, and the avoidance of usury (Almuhtasib, 2025; DSN-
MUI, 2018). Despite this strong conceptual foundation, empirical data show that the
performance of the Sharia venture capital sector remains relatively limited. The National
Committee for Islamic Economy and Finance (KNEKS, 2024) reports that Islamic venture
capital contributes less than 5% of total Islamic financial assets, reflecting minimal market
penetration. In addition, the Financial Services Authority (OJK) recorded a 3.58% year-on-year
contraction in Sharia venture capital financing in January 2025, with total financing reaching
only Rp15.81 trillion (OJK, 2025a). By September 2025, financing in the broader venture capital
industry stood at Rpl16.29 trillion—growing only 0.21% year-on-year (OJK, 2025b)—
indicating stagnating investment momentum. Even though Sharia financing within the PVML
sector (Financing, Venture Capital, MFIs, and Other Financial Services Institutions) grew
7.82% year-on-year to Rp29.81 trillion per September 2025, its scale remains insufficient to
meet the capital needs of digital startups (OJK, 2025c¢).

Regulatory challenges further complicate the situation. The case of PT Dana Mandiri
Sejahtera (whose business license was revoked in July 2025 due to failure to meet minimum
equity requirements) illustrates systemic weaknesses including capital adequacy, compliance
burdens, and operational sustainability issues within the Sharia venture capital ecosystem. These
difficulties emphasize the need for strengthened regulatory support, clearer capital standards,
and improved operational supervision to enhance industry resilience.

This study examines the effectiveness of Indonesia’s regulatory framework for Sharia
venture capital, particularly Financial Services Authority Regulation (POJK) No.
35/POJK.05/2015 and DSN-MUI Fatwa No. 117/DSN-MUI/II/2018, in supporting digital
economy development. POJK No. 25/2023 (which mandates a minimum paid-in capital of Rp50
billion for Sharia venture capital companies) is also evaluated in relation to its impact on market
competitiveness and regulatory compliance. Although these regulations provide an essential
foundation, gaps between regulatory design and implementation persist, requiring stronger
alignment between OJK regulations and Sharia supervisory standards.

This article is structured into four sections. The first section introduces the research
background, objectives, and significance. The second section reviews the literature on Sharia
venture capital and its regulatory framework in Indonesia. The third section outlines the research
methodology. The fourth section presents and analyzes the findings related to regulatory
effectiveness and operational challenges. The article concludes with recommendations to
improve the regulatory ecosystem and strengthen the role of Sharia venture capital in
Indonesia’s digital economy.

Literature Review / Theoretical Framework

Sharia venture capital is a financing model that applies equity-based contracts such as
Mudharabah and Musyarakah, both emphasizing transparency, fairness, and equitable
distribution of profit and risk between investors and entrepreneurs (Rahman & Zain, 2018).
These principles align with Qur’anic injunctions on ethical transactions, as reflected in Surah
An-Nisa’ [4]:29, which prohibits wrongful consumption of wealth and mandates mutual consent
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in contractual dealings (al-Zuhayli, 2008). In the context of Indonesia’s rapidly expanding
digital economy—particularly within fintech and early-stage startups—Sharia venture capital is
expected to serve as an ethical and equitable financing mechanism that supports innovation
while remaining compliant with Sharia principles.

Regulatory frameworks such as the Financial Services Authority Regulation (POJK) No.
35/POJK.05/2015 and DSN-MUI Fatwa No. 117/2018 on Musyarakah and Mudharabah
financing provide legal foundations for Sharia venture capital operations. Existing literature
underscores the importance of aligning these regulations with the unique risk characteristics of
the digital sector, where technological innovation, scalability, and intangible assets form the
core determinants of enterprise value (ISRA, 2023). However, regulatory harmonization
remains a challenge, particularly regarding equity adequacy, risk governance, and investor
protection.

This study adopts the framework of maqasid al-shari‘ah as articulated by al-Ghazali and
al-Shatibi, which emphasizes the preservation of religion, life, intellect, lineage, and wealth (Al-
Ghazali & al-Shatibi, 2020). In contemporary economic policy, the dimension of hifz al-mal
(protection of wealth) is crucial for ensuring fairness in capital allocation, safeguarding investors
from excessive risk, and promoting ethical access to funding for digital entrepreneurs (Dusuki
& Abozaid, 2007; Laldin & Furqani, 2013). Moreover, distributive justice, a key extension of
maqasid in modern Islamic economic thought, plays an important role in navigating issues of
inequality in digital ecosystems, where access to venture funding is often concentrated among
a limited group of high-growth firms (Furgani, 2020). By integrating maqasid principles with
contemporary startup dynamics, this study positions Sharia venture capital as a mechanism to
promote equitable wealth distribution, financial inclusivity, and innovation-driven
entrepreneurship.

The study also utilizes the theory of ijtihad, which allows the adaptation of Sharia
principles to new economic realities and technological developments, particularly in structuring
venture capital instruments for digital-based sectors (Kamali, 2022). Complementing this, the
principle of maslahah (public interest) guides policymakers to ensure that venture capital
regulations generate broad societal benefits—including consumer protection, technological
inclusion, and ethical investment governance (Obaidullah, 2021).

Previous studies have explored several related themes. Tripalupi (2019) examined Sharia
equity crowdfunding, while Falahi (2022) analyzed the harmonization of Sharia fintech
regulation. Research by Marquiza et al. (2024) discussed the concept of Sharia venture capital
but did not provide a focused assessment of regulatory implementation within the digital
economy. Studies from ISRA International Journal of Islamic Finance highlight the challenges
of equity-based financing in high-risk digital markets (e.g., Laldin & Furqani, 2018; Hassan et
al., 2021), whereas articles in Arab Law Quarterly emphasize the need for regulatory
harmonization in Islamic financial contracts amid technological transformation (Aldohni,
2020).

Despite these contributions, the literature still lacks an in-depth examination of how Sharia
venture capital regulations perform within Indonesia’s digital startup ecosystem, as well as how
maqasid-oriented policy design can address regulatory and operational gaps. This study fills this
gap by analyzing the regulatory implementation of Sharia venture capital in the digital sector
while integrating the theoretical perspectives of maqasid al-shari‘ah, ijtihad, and maslahah. This
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combined framework provides a fresh lens through which to evaluate regulatory effectiveness
and industry challenges in supporting Sharia-compliant digital innovation.

Research Methodology

This study employs a qualitative approach with a legal-normative research design,
focusing on the analysis of legal norms governing Sharia venture capital and their application
within Indonesia’s digital economy sector. The normative approach is considered the most
appropriate because the primary objective of this research is to assess the adequacy, consistency,
and enforceability of existing regulations—specifically the Financial Services Authority (OJK)
Regulation No. 35/POJK.05/2015 and DSN-MUI Fatwa No. 117/2018—and to evaluate their
alignment with Sharia principles. Unlike empirical approaches that require field data from
stakeholders such as venture capital firms or digital startups, the present study emphasizes
doctrinal analysis, where the core focus lies in interpreting legal texts, regulatory frameworks,
and Sharia-based legal doctrines. Therefore, a normative method provides a more precise and
rigorous foundation for assessing the doctrinal coherence and regulatory sufficiency needed to
support Sharia-compliant venture capital activities.

The validity of data in normative legal research is ensured through source triangulation,
involving the use of multiple authoritative sources such as statutory regulations, official fatwas,
academic journals, expert commentaries, and comparative legal materials. All primary legal
documents are obtained from official institutions—such as OJK, DSN-MUI, and KNEKS—to
ensure authenticity. Secondary data, including journal articles and scholarly books, are selected
based on their peer-reviewed status and relevance to Islamic finance, venture capital regulation,
and legal theory. The consistency of data interpretation is maintained through systematic cross-
referencing between normative doctrines (figh mu‘amalat), maqasid al-shari‘ah theory, and
regulatory provisions to avoid bias and strengthen analytical reliability.

The data sources consist mainly of secondary legal materials, including laws and
regulations, DSN-MUI fatwas, OJK regulatory guidelines, academic publications, and
comparative legal frameworks from countries with more advanced Islamic venture capital
ecosystems such as Malaysia and the United Arab Emirates. These comparative materials help
contextualize Indonesia’s regulatory position within broader global developments and support
a more comprehensive analysis of the potential and limitations of Indonesia’s current regulatory
framework. For data analysis, this study applies the maqasid al-shari‘ah analytical framework,
focusing on the protection of wealth (hifz al-mal), distributive justice, and public welfare
(maslahah). The figh mu‘amalat approach guides the doctrinal evaluation of Mudharabah and
Musyarakah contracts within venture capital structures. Additionally, a comparative analysis
method is used to contrast Indonesia’s regulatory regime with those of Malaysia and the UAE,
providing broader insights into regulatory best practices and areas requiring reform.

Results and Discussion

The main findings of this study indicate that although regulations on sharia venture capital
already exist, their implementation in Indonesia's digital sector still faces a number of significant
obstacles. One of the main obstacles is the low level of sharia financial literacy among digital
startup players and investors. Many of them do not fully understand sharia financing
mechanisms, such as profit sharing and risk sharing principles, which causes difficulties in
adopting this financing model. In addition, unclear product standards are also a problem.



Although regulations such as POJK No. 35/POJK.05/2015 regulate Islamic venture capital, the
mismatch between the products offered by Islamic financial institutions and the specific needs
of the digital startup market creates legal uncertainty. This hinders the growth of the Islamic
venture capital sector. Another obstacle is the limited number of human resources (HR) with
dual expertise, both in the legal aspects of Islamic economics and in the technical world of
startups. The limited number of HR with expertise in both fields is a major challenge, as Islamic
venture capital companies need professionals who can assess the viability of digital startups
while ensuring compliance with Islamic principles.

Furthermore, these challenges will be discussed in more depth in the following sub-
chapters, with a focus on analyzing existing regulations and how these challenges affect the
implementation of Islamic venture capital in Indonesia's digital economy sector.

1. Sharia Venture Capital in the Digital Economy

Sharia venture capital is a form of financing based on the principles of partnership
(Musyarakah) and profit sharing (Mudharabah) in order to support the growth of new high-risk
companies, such as startups in the digital sector (Ascarya & Yumanita, 2019). In the context of
the development of the digital economy, the need for alternative sources of financing is
increasingly urgent considering the characteristics of startups that do not meet the requirements
for conventional banking financing.

The contribution of the digital sector to the GDP of developing countries is increasing
rapidly, driven by the adoption of technology and platform-based innovation (Dewi et al., 2025).
In the sharia economy, the principle of financing must avoid elements of usury, gharar
(excessive uncertainty), and maisir (speculation). Therefore, sharia venture capital is an
innovative solution to support digital growth in a halal and sustainable manner. The digital
economy encourages the birth of various technology-based startups such as fintech, edutech,
healthtech, and e-commerce (Al-Aifari: 2023). However, most startups face the problem of large
initial financing and a high risk of business failure. Sharia venture capital offers a financing
mechanism with the principles of justice and risk sharing in accordance with sharia, answering
these challenges. The presence of sharia venture capital can increase sharia financial inclusion
in the digital sector by providing access to capital to entrepreneurs based on Islamic values.

2. Review of Sharia Economic Law on Sharia Venture Capital

From the perspective of Islamic economic law, Islamic venture capital financing is
positioned as an implementation of the Musyarakah and Mudharabah contracts which aim to
create distributive justice in economic transactions (Marquiza, et al., 2024). Musyarakah is a
cooperation contract between two or more parties for a particular business in which each party
contributes capital and profits are shared according to agreement, while losses are shared based
on the portion of capital (Alwi et al., 2020). DSN-MUI Fatwa Number 114/DSN-MUI/IX/2017
concerning Islamic Venture Capital emphasizes that the basic contract of Islamic venture capital
must use the principle of syirkah (partnership), which clarifies that business profits and risks
must be borne equally. From the perspective of positive Indonesian law, POJK No.
35/POJK.05/2015 stipulates that venture capital companies can conduct financing based on
capital participation or profit sharing (Hasan et al., 2011). This emphasizes the role of sharia
venture capital in the non-bank financial sector and encourages the presence of alternative
financial institutions to develop sharia-based startups in the digital economy.
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This study positions sharia venture capital financing as a concrete form of realization of
maqashid al-shariah, especially in the aspect of hifzh al-mal (protection of assets), through fair
and transparent investment management.

3. Regulations and Obstacles to the Implementation of Sharia Venture Capital in Indonesia

In Indonesia, regulations on sharia venture capital are still relatively new and are in the
process of being strengthened. POJK No. 35/POJK.05/2015 opens room For formation venture
capital firm sharia- based (EM Al Amin & Hanifuddin, 2021). However, it was found that Sharia
venture capital companies are still very few compared to with conventional, and most company
startup sharia based yet get optimal financing. Implementation sharia principles in venture
capital must fulfil provision valid contracts according to jurisprudence transactions, such as
clarity of capital, distribution agreed benefits, and transparency in fund management (Sairally
& Rassool, 2022). In addition to regulations, implementation in the field face challenge in the
form of lack of understanding from party company startup about characteristics sharia financing
and limitations sharia venture capital companies in access large source of funds. Based on OJK
report in 2023, although interest public to product Islamic finance is increasing, but penetration
of sharia venture capital into digital sector still low Because limitations investor literacy and
preferences towards risk

Although in a way Theoretically, Islamic venture capital offers ideal solution for financing
digital startup, in the practice there is a number of obstacle structural and technical (Alsaghir,
2023). One of the main obstacles is the low level of Islamic financial literacy, both among
startup entrepreneurs and investors (de Pablos et al., 2023). Many digital economy players still
do not understand the concept of profit sharing, sharia mechanisms in investment, and the
fundamental differences between sharia financing and conventional financing. In addition, from
a regulatory perspective, the absence of standardization of sharia venture capital products is a
challenge in itself. Each Islamic financial institution tends to develop its own contracts and
schemes, thus creating legal uncertainty and complicating the development of a secondary
market for this financing. According to (Fitriani et al., 2024), the absence of contract
standardization and the unclear dispute resolution instruments in sharia venture capital make
investors reluctant to participate in sharia-based digital startup funding.

Another obstacle is the limited human resources who understand the technical aspects of
the digital industry as well as the principles of sharia economic law. Sharia venture capital
companies need a team that is able to assess the feasibility of technology-based startups while
ensuring their sharia compliance, which is currently still rare in Indonesia.

4. Analysis of Sharia Venture Capital Financing in Digital Startup Practices

Sharia venture capital in Indonesia has begun to flow into the digital startup sector, but its
scope is still limited to a small scale. Companies such as Alami Sharia and Investree Syariah,
for example, are developing sharia-based peer-to-peer (P2P) lending models. However, their
focus is more on microfinance and short-term financing, which is different from pure venture
capital financing which is more suitable for long-term investments and larger scales (Abdi &
Aysan, 2022). This shows that there are limitations in the expansion of the larger sharia venture
capital sector in supporting technology-based startups in Indonesia, even though the market
potential is very large.

In the sharia venture capital scheme, to comply with sharia principles, startups that receive
financing must have a clear and structured business model, in accordance with halal principles.
In addition, they must also be able to demonstrate the potential for sustainable long-term growth,
especially amidst increasingly fierce competition in the digital sector (Tait & Ramli, 2023). One

6



important step that must be taken is a due diligence assessment that not only looks at financial
and technical aspects, but also includes aspects of sharia compliance (sharia compliance audit).
This makes investment selection in sharia venture capital more complex than conventional
financing. Verification related to the halalness of products, business activities, and sources of
income is an additional process that must be carried out at each stage of investment selection.
Along with the growth and development of the very dynamic digital sector, sharia venture
capital also needs to adapt to the rapidly changing characteristics of the industry. Therefore,
many sharia venture capital companies have begun to adopt hybrid contract models that combine
the principles of Musyarakah (partnership) and Mudharabah (profit sharing) in financing digital
startups. The use of this hybrid contract allows for adjustments to the need for higher flexibility,
especially in dealing with high risks and potential fluctuating returns in the rapidly changing
digital sector.

The main challenge in implementing Islamic venture capital in digital startups is the lack
of clear standardization in Islamic venture capital products. Several Islamic financial institutions
develop their own contracts and schemes, which in turn can cause uncertainty for business actors
and investors. The mismatch between the products offered and market needs further worsens
access to financing, especially for digital startups that require large financing with a clearer and
more consistent legal framework. Therefore, it is important to have clearer regulations, as well
as standardization in products and dispute resolution mechanisms in this sector, which will
provide certainty for investors and borrowers (Fitriani et al., 2024). Another challenge is related
to the low understanding of Islamic principles among startup actors and investors. Many of them
still find it difficult to navigate Islamic-based financing, especially related to the fundamental
differences between Islamic and conventional financing. Therefore, it is very important to
improve Islamic financial literacy and provide more in-depth education regarding the
mechanisms of Islamic venture capital and its benefits for the digital economy sector.

Despite facing many challenges, this sector has enormous opportunities. One of them is
by utilizing Islamic financial technology (Islamic Fintech) which can overcome many
operational problems in digital startup financing. Digital platforms can expand access to
financing, accelerate the due diligence process, and increase transparency for investors and
startup players. Thus, the synergy between technology and sharia can be the key to optimizing
the role of Islamic venture capital in the digital sector (Asyiqin et al., (2024). Financing in
strategic sectors, such as education technology, health, and halal agriculture, also offers great
opportunities for Islamic venture capital to develop further in Indonesia.

5. Perspective of Islamic Economic Law on Challenges and Opportunities

From the perspective of Islamic economic law (Za'aba et al., 2020), the challenges faced
in developing Islamic venture capital actually open up opportunities for innovation. Islamic
economic law is dynamic (murunah), allowing the development of new contracts that are in
accordance with the needs of the times as long as they adhere to the basic principles of sharia.
One of the great opportunities is the integration of Islamic financial technology (Islamic Fintech)
with Islamic venture capital (Mohammed, 2022). Digital platforms can be used to expand access
to financing, streamline the due diligence process, and increase transparency for investors and
startups. In addition, the digital economy offers opportunities to develop financing for strategic
sectors that are in accordance with maqashid al-shariah, such as education technology, health,
and halal agriculture.
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6. International Comparison and Recommendations for Strengthening Sharia Venture Capital
Regulation in Indonesia

To understand the dynamics of Islamic venture capital development, it is important to
compare practices in other countries, especially in Malaysia and the United Arab Emirates
(UAE). In Malaysia, the government is actively developing the Islamic venture capital
ecosystem through initiatives such as Malaysia Venture Capital Management Berhad
(MAVCAP) which offers a Musyarakah-based financing scheme. According to the Securities
Commission Malaysia Report (2022), Malaysia has successfully integrated Islamic venture
capital into the national strategy for developing Islamic-based digital startups (Qizam et al.,
2022). Meanwhile, in the UAE, the Islamic Development Bank and the Dubai Islamic Economy
Development Centre push investment fund formation sharia- based initiative that focuses on the
digital sector (Ahmad, 2020). like Dubai Future Accelerator show that countries with vision
Global Islamic economics sees Islamic venture capital as instrument important for support
innovation halal technology.

Indonesia, despite having the largest Muslim population in the world, is still lagging
behind in implementing this model systematically. This comparison shows the need for
regulatory support, fiscal incentives, and human resource capacity building to catch up in the
digital-based sharia venture capital sector (Obaidullah, 2005:212).

Based on the findings of this study, there are several strategic recommendations to
strengthen the law and implementation of sharia venture capital in the digital economy sector:

a) Strengthening Regulation: It is necessary to create special regulations that govern the
standards of contracts, governance, and dispute resolution mechanisms for digital-based
sharia venture capital.

b) Tax Incentives: The government can provide fiscal incentives to investors who invest
their capital in digital startups through sharia schemes.

c) Literacy and Education: Sharia financial literacy programs must be improved, both for
digital entrepreneurs and for potential venture capital investors.

d) Human Resources Capacity Building: Professional training is needed in the field of
sharia startup assessment and sharia-based investment risk management.

e) Digital Platform Development: Encouraging integration between sharia venture capital
and fintech platforms to expand investment reach and transparency.

Based on international comparisons and recommendations for strengthening sharia
venture capital regulations, it shows that although Indonesia has great potential in the sharia-
based digital economy sector, there is still a significant gap in implementation compared to
countries such as Malaysia and the UAE. Both countries have succeeded in developing an
ecosystem that supports sharia venture capital, with more mature regulatory standards and
policies that focus more on halal technology innovation. Therefore, Indonesia needs to adopt
the best practices implemented in these countries, by strengthening the legal framework,
increasing sharia financial literacy, and supporting the development of digital infrastructure that
can accelerate the integration of sharia venture capital in the digital sector. These efforts are
expected to encourage the growth of sharia-based startups and increase the inclusiveness of
sharia finance in Indonesia.

Conclusion
This study aims to explore the application of sharia venture capital in supporting the
development of the digital economy sector in Indonesia. The results show that sharia venture
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capital has great potential to become a fair and riba-free financing solution for digital startups.
Through principles such as Musyarakah and Mudharabah, sharia venture capital can help high-
risk startups in a transparent manner and share profits fairly. However, despite this clear
potential, its implementation still faces various challenges, particularly related to inflexible
regulations, low Islamic financial literacy, and a lack of human resources with a deep
understanding of both fields.

The main findings of this study reveal that low Islamic financial literacy among business
actors and investors is the biggest obstacle to utilizing the potential of Islamic venture capital.
Additionally, the lack of clear standards in regulations related to Islamic venture capital products
makes many business actors and investors feel uncertain and confused about utilizing this
financing. This indicates that to optimize the potential of Islamic venture capital in Indonesia,
we need to improve and clarify existing regulations, as well as enhance public understanding of
how Islamic-based financing works.

Based on these findings, this study suggests several important steps to optimize the
potential of Islamic venture capital in Indonesia. First, strengthening regulations that are more
responsive to the needs of the digital sector is necessary, by clarifying existing product standards
and mechanisms to make them more flexible and adaptive. Second, improving Islamic financial
literacy is essential to ensure that more business operators and investors understand and feel
confident in using Islamic financing systems. In addition, developing human resources with a
good understanding of sharia law and the digital industry is also key to supporting the successful
implementation of sharia venture capital. Finally, strong collaboration between the government,
regulators, and industry players is necessary to create a better and more sustainable ecosystem,
which in turn will accelerate the development of the sharia venture capital sector and support
the growth of sharia-based startups in Indonesia.
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