Journal of Securities Exchange
o b RIS 11|

Securities & Exchange Organization, Research, Development & Islamic Studies (RDIS)
Quarterly Journal of Securities Exchange, Summer 2026, V. 19, No.74, pp. 103-140

Examining the Capacities for Financing the Digital
Economy through the Capital Market*

Roohallah Aboojafari?

Received: 30 July 2025 Revised: 07 February 2026
Accepted: 08 February 2026 Published Online: 18 February 2026

Research Paper

Highlights
e Capital market mechanisms are assessed as alternative financing channels for Iran’s
digital economy.

e  Expertinterviews reveal key barriers tied to intangibles, risk, and information asymmetry
in digital projects.

e Policy options emphasize diversification, institutional specialization, and updated legal
frameworks for digital finance.

e Revenue-based and intangible-asset-oriented instruments are proposed to enhance
funding effectiveness for digital firms

Abstract

The digital economy has assumed an increasingly pivotal role in national economic
structures, accounting for 8 to 15 percent of output in developed economies. As a driver
of twenty-first-century growth, this sector demands innovative financing mechanisms.
Digital-economy initiatives - characterized by intangible assets, high risk, novel
business models, and a reliance on specialized human capital - are poorly served by
traditional financial institutions. In Iran, where banks dominate the financial system,
financing such projects faces even greater constraints. This study examines the
capacity of Iran’s capital market to fund the digital economy, recognized as a key
engine of the country’s future growth. Employing a descriptive-analytical approach
grounded in financial-system literature and informed by interviews with experts in
finance and digital economics, the paper evaluates the market’s potential to support
digital-economy ventures. Findings indicate that, from a market perspective, strategies
emphasizing diversification and institutional integration can create a conducive
environment for digital-economy financing. For financial institutions, greater
specialization and the modernization of legal frameworks can mitigate information
asymmetries and enhance project returns. Finally, regarding financial instruments,
considering intangible assets and implementing standardized procedures and revenue-
based financing will substantially improve the efficiency and effectiveness of funding
digital-economy firms. The paper concludes by delineating the capacities of each
segment of Iran’s capital market and proposing targeted measures to leverage them.
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Introduction

The rapid expansion of the digital economy has transformed the
structure and dynamics of modern financial systems, elevating data-driven
and intangible-asset-intensive activities to a central position in value
creation. In many advanced economies, the digital economy already
accounts for a sizable share of output and is widely regarded as a core
engine of twenty-first-century growth, yet its financing profile differs
markedly from that of traditional sectors. Digital projects typically rely on
intangible assets, scalable platform-based business models, and highly
specialized human capital, all of which intensify information asymmetries,
complicate valuation, and increase perceived risk for conventional
financiers. These challenges are especially pronounced in bank-based
financial systems such as Iran’s, where the dominance of banks and the
relative underdevelopment of capital-market-based financing limit the
availability of suitable instruments and intermediaries for digital ventures.
Understanding how the capital market can be mobilized to support the
digital economy therefore has both theoretical relevance—by linking
financial-structure debates with digital transformation—and practical
significance for growth strategy, innovation policy, and the design of
financial regulation in Iran.

This study aims to examine the capacity of Iran’s capital market to
finance the digital economy and to articulate how market structures,
financial institutions, and instruments can be better aligned with the
distinctive characteristics of digital firms. Drawing on the literature on
financial systems, entrepreneurial finance, and digital-economy policy, the
article identifies key debates around bank-based versus market-based
financing, the treatment of intangible assets, and the role of innovative
instruments such as revenue-based financing and tokenization. Using a
descriptive—analytical approach supplemented by expert interviews with
practitioners and policymakers in finance and the digital economy, the
paper adopts a qulaitative lens to map existing barriers and latent
capacities, rather than testing formal hypotheses in a purely positivist
manner. The discussion is intended for scholars of finance and innovation,
regulators, and capital-market practitioners interested in designing context-
appropriate mechanisms for funding digital projects in emerging, bank-
dominated systems. By synthesizing insights from theory and practice, the
article seeks to clarify where current arrangements fall short, which
institutional and regulatory reforms are most urgent, and how the capital
market can be strategically leveraged within Iran’s Seventh Development
Plan to foster digital transformation.
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Methodology

This study employs a qualitative, descriptive—analytical research design
to investigate the capacities of Iran’s capital market for financing the
digital economy. The design is exploratory and theory-informed, aiming to
develop an in-depth understanding of how market structures, financial
institutions, and financial instruments can be aligned with the specific
characteristics of digital-economy projects, rather than to test predefined
statistical hypotheses. The methodological approach is pragmatic: it draws
on established theoretical frameworks in financial-system architecture,
entrepreneurial finance, and digital-economy policy while focusing on
their practical implications for a bank-based system such as Iran’s.

The empirical component is based on semi-structured, in-depth
interviews with a purposive sample of domain experts, complemented by
a focused review of secondary sources including laws and regulations,
official policy and strategy documents, and prior academic and policy
studies on digital-economy financing and capital-market development. The
intended sample comprised 12 experts from key stakeholder groups—
capital-market regulators, senior managers in financial institutions active
in market-based financing, policymakers involved in digital-economy or
innovation strategies, and academic researchers specializing in finance and
the digital economy. The study validation based on triangulation
conducted by 3 more interview.Participants were identified through
purposive sampling based on their experience with digital-economy
projects or relevant regulatory and institutional frameworks, and this was
supplemented by snowball referrals to ensure coverage of critical
perspectives within the ecosystem. Participation was voluntary, no
payments or financial incentives were offered, and all interviewees
provided informed verbal consent prior to data collection.

Data were collected through semi-structured interviews conducted
face-to-face. An interview guide was developed from the conceptual
framework of the study and organized around core themes, including: (1)
perceived financing gaps and challenges for digital-economy projects; (2)
the role and current performance of different segments of the capital
market; (3) the treatment and valuation of intangible assets and tokenized
instruments; and (4) regulatory, legal, and institutional constraints and
opportunities. Interviews typically lasted between 30 and 90 minutes, were
audio-recorded with participants’ consent, and subsequently transcribed
for analysis; identifying information was removed to preserve anonymity.
Secondary data were drawn from publicly available documents issued by
domestic and international organizations (e.g; legislation, regulatory
guidelines, development plans, and analytical reports) to contextualize and
triangulate the interview findings and to ensure that the analysis reflects
both practitioner perspectives and formal institutional arrangements.
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Given the qualitative nature of the research, no formal statistical power
calculation was required; instead, sample adequacy was assessed through
the criterion of thematic saturation—data collection was concluded once
new interviews ceased to generate substantively new themes or insights
relevant to the research questions. The analytic procedure followed a multi-
step coding strategy. First, an initial coding framework was constructed
based on the theoretical lenses adopted in the paper (e.g; market-based vs.
bank-based finance, institutional specialization, information asymmetry,
treatment of intangibles, instrument design). Second, interview transcripts
and key documents were coded using this framework while allowing for
inductive, emergent codes to capture unanticipated but salient issues (such
as specific regulatory bottlenecks or innovative market practices). Third,
codes were iteratively refined and grouped into organizing themes
representing the perceived capacities and constraints of the capital market
at the levels of markets, institutions, and instruments.

To enhance the validity and trustworthiness of the findings, several
strategies were employed. Triangulation was achieved by comparing and
integrating evidence from expert interviews with 3 more interviews with
other expert than initial sample and secondary documentary sources,
thereby reducing the risk that conclusions reflect idiosyncratic views of
individual participants. Credibility was further supported through member-
checking in the form of sending a concise summary of preliminary
thematic findings to a subset of interviewees and incorporating their
clarifications where appropriate. Dependability and confirmability were
addressed by maintaining an audit trail that documented sampling
decisions, interview procedures, coding rules, and theme-development
steps, allowing other researchers to trace the analytic process. Ethical
considerations were observed in line with standard academic practice:
participation was voluntary, confidentiality was guaranteed, and data were
used solely for research purposes; the study adhered to prevailing
institutional norms regarding research on human participants, and no
sensitive personal data were collected.

Result

The digital economy is increasingly recognized as a driver of economic
growth in both developed and developing countries. However, the
conventional financial system often proves inefficient in addressing the
financing challenges of digital projects. Unique characteristics of the
digital economy, including high risk, a greater proportion of intangible
assets, network effects, and innovative business models, have led to
underfinancing in this sector. This research, drawing upon firm financing
theory, expert interviews, and an examination of international experiences,
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aims to provide a comprehensive perspective on the challenges and
solutions for financing the digital economy in Iran.

The findings of this study indicate that strengthening the financing of
the digital economy requires simultaneous intervention in three key areas:
market, institutions, and financial instruments. In the market domain,
designing incentives such as tax credits or exemptions for initial public
offerings (IPOs) of digital companies, alongside the development of credit
and technology risk insurance, can contribute to increased equity sales and
a reduction in systematic risk. In the institutional domain, specialization of
institutions based on a venture capital (VC) structure (Limited
Partner/General Partner - LP/GP) with the involvement of entrepreneurs,
technologists, and financial specialists can provide a suitable institutional
framework for addressing the digital economy’s financing gap. Examples
of specialized institutions include crowdfunding platforms for digital
projects, participation from sovereign wealth funds, and the establishment
of regulatory sandboxes. Finally, financial instruments, while seemingly
less prominent, play a crucial role. Standardization of financial instruments
for intangible assets provides the necessary soft infrastructure for the
development of other instruments such as revenue-based financing,
securitization of intellectual property, and parametric insurance.

Conclusion

This research demonstrates that fostering a robust and inclusive
financing ecosystem for the digital economy in Iran necessitates a holistic
framework that carefully considers the interplay between the capital
market’s potential and the unique characteristics of digital ventures. The
present paper contributes to both the financial systems and digital
economics literature through an interdisciplinary lens, employing a
descriptive-analytical methodology informed by established financial
theory and expert perspectives to assess the market’s capacity to support
digital innovation. Further research should focus on quantifying the impact
of specific policy interventions, such as regulatory sandboxes and
incentivized IPOs, on the growth and development of the digital economy
in Iran. Ultimately, a coordinated effort across market, institutional, and
regulatory domains is essential to unlock the full potential of the digital
economy and drive sustainable economic growth.
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