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Abstract

The inherent risk associated with startup institutions makes it challenging for them to secure financing that aligns with the volatility of their
returns. Consequently, identifying financing mechanisms suited to the unique nature of these institutions differs significantly from traditional
financing methods, which predominantly rely on loans that impose an additional burden through interest. This study aims to explore Islamic
microfinance models that are based on the principle of project capital financing without requiring fixed interest payments. Instead, these models
rely on profit-sharing or loss-sharing arrangements, in addition to not mandating guarantees that such institutions often lack due to their nascent
stage. By adopting both the analytical descriptive method and the deductive method in the study, The study ultimately seeks to demonstrate
the suitability of Islamic microfinance mechanisms, rooted in Shariah principles, for the specific nature of startup institutions and to assess the
feasibility of adopting them as a financing source tailored to their unique characteristics.
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