Jurnal Penelitian Hukum Ekonomi syariah

Transformation of Administrative Law in a Sharia Based Economy
Comparative Study Before and After Job Creation Law

Rifgi Farisa', Dewi Sulastri’
1.2 Postgraduate Program, UIN Sunan Gunung Djati Bandung, Indonesia
Email: 'rifqifarisa@gmail.com, ? dewisulastri@uinsgd.ac.id

Abstract

This study examines the transformation of Indonesian administrative law in the sharia-based
economy, focusing on changes in business licensing and central-regional governmental
authority before and after the enactment of the Job Creation Law. Using a normative juridical
method with statutory, conceptual, and comparative approaches, this study analyzes relevant
legislation and legal literature through grammatical, systematic, and teleological interpretation.
The findings reveal that licensing reform has strengthened national regulatory standardization,
risk-based administration, and digital governance through the Online Single Submission Risk-
Based Approach (OSS-RBA). These developments have improved the regulatory framework
for legal certainty and administrative coordination while constraining certain aspects of regional
discretion. Within the sharia-based economy, the reform facilitates administrative coordination
between business licensing and halal certification, while the Halal Product Assurance Agency
(BPJPH) maintains distinct statutory responsibilities. From an administrative law perspective,
this transformation reflects a reconfiguration of governmental authority rather than the
complete elimination of regional autonomy. Furthermore, integrating good governance with
Islamic economic principles, particularly trustworthiness (amanah), justice (‘adl),
transparency, and economic fairness, provides a normative basis for evaluating administrative
accountability and substantive justice. The study concludes that sustainable licensing reform
requires balancing national regulatory consistency, regional autonomy, institutional capacity,
and equitable access to administrative services.

Keywords: Administrative Law; Good Governance; Halal Certification; Job Creation Law;
Sharia Economy

Abstrak
Penelitian ini menganalisis transformasi hukum administrasi negara dalam penyelenggaraan
ekonomi berbasis syariah di Indonesia, dengan fokus pada perubahan sistem perizinan
berusaha dan kewenangan pemerintah pusat serta daerah sebelum dan sesudah berlakunya
Undang-Undang Cipta Kerja. Penelitian menggunakan metode yuridis normatif dengan
pendekatan perundang-undangan, konseptual, dan komparatif melalui analisis bahan hukum
menggunakan penafsiran gramatikal, sistematis, dan teleologis. Hasil penelitian menunjukkan
bahwa reformasi perizinan memperkuat standardisasi regulasi nasional, penerapan perizinan
berbasis risiko, dan tata kelola digital melalui sistem Online Single Submission Risk-Based
Approach (OSS-RBA). Transformasi tersebut memperkuat kerangka kepastian hukum dan
koordinasi administratif, tetapi sekaligus membatasi aspek tertentu dari diskresi pemerintah
daerah. Dalam ekonomi berbasis syariah, reformasi ini mendorong koordinasi administratif
antara perizinan berusaha dan sertifikasi halal, dengan tetap mempertahankan kewenangan
kelembagaan Badan Penyelenggara Jaminan Produk Halal (BPJPH). Dari perspektif hukum
administrasi negara, perubahan tersebut menunjukkan rekonfigurasi kewenangan
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pemerintahan, bukan penghapusan otonomi daerah. Integrasi prinsip tata kelola pemerintahan
vang baik dengan nilai-nilai ekonomi syariah, khususnya amanah, keadilan (‘adl),
transparansi, dan keseimbangan ekonomi, memberikan landasan normatif bagi penguatan
akuntabilitas administratif dan keadilan substantif. Penelitian menyimpulkan bahwa
keberlanjutan reformasi perizinan memerlukan keseimbangan antara keseragaman regulasi
nasional, otonomi daerah, kapasitas kelembagaan, dan pemerataan akses pelayanan
administrasi.

Kata kunci: Ekonomi Syariah; Hukum Administrasi Negara, Sertifikasi Halal;, Tata Kelola
Pemerintahan yang Baik; Undang-Undang Cipta Kerja

Introduction

Business licensing constitutes an essential instrument of state administrative law, serving
to regulate economic activities, ensure legal compliance, and provide legal certainty for
business actors. Before the enactment of the Job Creation Law, Indonesia's licensing system
was characterized by overlapping regulations, fragmented institutional authority, and complex
administrative procedures involving central and regional governments. These conditions
increased compliance costs, reduced administrative efficiency, and created uncertainty in
business operations, despite the system's primary objective of ensuring lawful and accountable
economic activities (Afandi et al., 2024; Hariyanto, 2022; Pawestri et al., 2024). The persistence
of these problems demonstrated that licensing reform required not only procedural
simplification but also stronger regulatory coordination and institutional accountability.

The complexity of business licensing was closely associated with Indonesia's
decentralization framework under Law Number 23 0of 2014 on Regional Government. Although
regional autonomy provided local governments with responsibilities for administering licensing
within their respective governmental affairs, differences in regulatory interpretation,
institutional capacity, and administrative requirements frequently produced inconsistencies
between central and regional policies. Weak regulatory synchronization and overlapping
authority further complicated licensing procedures, undermining legal certainty and
administrative effectiveness (Hariyanto, 2022; Noerdin, 2022; Republic of Indonesia, 2014a).
These conditions highlighted a fundamental challenge in administrative governance:
maintaining regional flexibility while ensuring nationally coherent regulatory standards.

These regulatory challenges were particularly relevant to Indonesia's expanding sharia-
based economy, which encompasses Islamic finance, halal industries, and other economic
activities governed by Islamic legal principles. The development of this sector has been
supported by institutions such as the National Committee for Sharia Economy and Finance
(KNEKS) and the Halal Product Assurance Agency (BPJPH), alongside growing domestic

demand for halal products and services (Santoso, 2023; Utami et al., 2024). Indonesia's
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substantial Muslim population and expanding halal industry also provide opportunities to
strengthen its position within the global Islamic economy (Hasna, 2025; Jaswir et al., 2026).
Nevertheless, regulatory fragmentation and limited administrative coordination have
constrained business development, particularly where general business licensing intersects with
halal certification and the institutional requirements of sharia compliance (Maghfirotun &
Wirdyaningsih, 2022; Sukri, 2021).

In response to these challenges, Indonesia introduced Law Number 11 of 2020 on Job
Creation, followed by the legal framework established under Law Number 6 of 2023, to
strengthen regulatory harmonization, simplify licensing procedures, and facilitate investment
(Republic of Indonesia, 2023). The reform expanded risk-based business licensing through the
Online Single Submission Risk-Based Approach (OSS-RBA), initially regulated by
Government Regulation Number 5 of 2021 and subsequently updated through Government
Regulation Number 28 of 2025 (Government Regulation, 2025). This framework emphasizes
nationally established norms, standards, procedures, and criteria (NSPK), thereby strengthening
administrative coordination while reshaping the discretionary space of regional governments
(Helmi, 2021; Salsabiila et al., 2026; Samudera, 2025). Although these changes are intended to
improve regulatory efficiency and legal certainty, they also raise questions concerning regional
autonomy, institutional accountability, and equitable access to licensing services.

Furthermore, the expansion of Indonesia's sharia economy has revealed broader
regulatory challenges, including legal ambiguities in the resolution of sharia economic disputes
and inconsistencies between the Compilation of Sharia Economic Law (KHES) and fatwas
issued by the National Sharia Council (DSN-MUI) (Yasardin & Kooria, 2025; Pradini, 2023).
These challenges reflect the need for greater coherence between state regulations, institutional
authority, and Islamic legal principles, particularly in supporting legal certainty and sustainable
economic development (Nabbila et al., 2024). Although these issues extend beyond business
licensing, they highlight the importance of regulatory harmonization and institutional
coordination within the sharia economic system. In this context, the Job Creation Law
represents a specific regulatory reform aimed at simplifying business licensing and improving
administrative integration rather than resolving all dimensions of Islamic economic law.

The implications of licensing reform extend beyond administrative efficiency to the
compatibility of regulatory governance with the principles of good governance and Islamic
economic law. In the sharia-based economy, administrative procedures should support not only
legality and transparency but also ethical principles such as trustworthiness (amanah), justice

(‘adl), contractual clarity, and fairness in economic participation. These considerations are
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consistent with the broader principles of Islamic commercial jurisprudence concerning mutual
consent, the prohibition of riba, gharar, and maysir, economic freedom within sharia
boundaries, and balanced economic relations (Zuhayli, 2011). Although these principles
primarily regulate economic transactions, they provide a relevant normative perspective for
evaluating whether administrative reforms facilitate lawful, accountable, and equitable
economic activities. Accordingly, licensing transformation should be examined not only
through changes in regulatory structures but also through its implications for substantive justice
and the protection of legitimate economic interests.

Previous studies have examined different dimensions of Indonesia's business licensing
transformation. Helmi (2021) and Wandi et al. (2025) address the redistribution of licensing
authority and its implications for regional autonomy, while Salsabiila et al. (2026) examine
administrative simplification and the implementation of OSS-RBA. Other research highlights
the normative importance of good governance principles in administrative decision-making and
the institutional challenges associated with public administration reform (Ikhsan & Sulastri,
2025). Although these studies provide important insights, they predominantly examine
regulatory authority, licensing procedures, and administrative governance as separate issues. A
more integrated comparative analysis is therefore needed to explain how changes in central—
regional authority interact with licensing modernization, halal assurance administration, and
the ethical principles governing Indonesia's sharia-based economy.

To address this gap, this study comparatively examines the transformation of Indonesia's
administrative law governing business licensing before and after the Job Creation Law, with
particular emphasis on its implications for the sharia-based economy. The analysis focuses on
changes in the distribution of central and regional government authority, the implementation of
risk-based licensing, and the institutional relationship between business administration and
halal certification. It further evaluates these developments through the principles of legal
certainty, regional autonomy, good governance, and relevant Islamic economic values,
particularly amanah, ‘adl, and fairness in economic transactions. By integrating comparative
administrative law analysis with the normative principles of Islamic commercial jurisprudence,
this study seeks to contribute to a more comprehensive understanding of regulatory
transformation and provide a foundation for accountable, inclusive, and legally coherent

governance within Indonesia's sharia economic system.
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Methods

This study employs a normative juridical research method grounded in the perspective of
administrative law to examine the transformation of Indonesia's business licensing system
before and after the enactment of the Job Creation Law, particularly within the sharia-based
economy. The research applies three complementary approaches: a statutory approach to
examine the Regional Government Law, the Job Creation Law, the Halal Product Assurance
Law, and their implementing regulations; a conceptual approach to analyse the principles of
legality, governmental authority, attribution, delegation, administrative discretion,
decentralization, legal certainty, and good governance; and a comparative approach to identify
changes in the distribution of administrative authority and licensing mechanisms across the two
regulatory periods. These approaches establish administrative law as the principal analytical
framework for assessing regulatory transformation, institutional responsibilities, and the
relationship between central and regional governments (Huda, 2021; Sukmawan & Damayanti,
2025).

The research utilizes primary legal materials consisting of relevant legislation and
implementing regulations, supported by secondary legal materials comprising scholarly books,
journal articles, and previous legal studies. Legal materials were collected through library
research and examined qualitatively using grammatical, systematic, and teleological
interpretation to evaluate the consistency of legal norms, the allocation of governmental
authority, and the objectives of licensing reform. The comparative analysis emphasizes changes
in administrative competence, regulatory standardization, regional discretion, and institutional
accountability, particularly in the relationship between business licensing and halal
certification. Islamic economic principles are employed as a supplementary normative
perspective to assess the ethical and substantive justice dimensions of administrative
governance without replacing administrative law as the primary analytical framework (Zuhayli,
2011). This methodological integration enables a comprehensive evaluation of licensing reform
in relation to legal certainty, regional autonomy, good governance, and the regulatory needs of

Indonesia's sharia-based economy (Hafizd et al., 2026).

The Business Licensing System Before the Job Creation Law

Before the enactment of the Job Creation Law, Indonesia’s business licensing system was
characterized by decentralization, sectoral fragmentation, and complex administrative
procedures. Under the regional autonomy framework established by Law Number 23 of 2014

on Regional Government, regional authorities exercised significant responsibilities in
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administering business licensing according to their respective governmental affairs. Although
decentralization was intended to improve public services and accommodate local economic
conditions, differences in regulatory requirements and institutional coordination frequently
generated administrative inefficiencies and legal uncertainty (Hariyanto, 2022; Noerdin, 2022).

Regulatory overlap was a major structural problem within the pre-reform licensing
system. Business activities were often subject to multiple sectoral regulations involving
different ministries, government agencies, and regional authorities, resulting in overlapping
requirements and inconsistent administrative procedures. The absence of effective regulatory
harmonization complicated legal compliance and created uncertainty for business actors,
particularly when different regulatory instruments governed similar activities (Dewi et al.,
2026). These conditions increased administrative burdens and weakened the coherence of the
national business licensing framework.

Another significant challenge was disharmony between central and regional government
policies. Although regional autonomy provided flexibility in managing local economic
activities, differences in regulatory interpretation and institutional interests frequently produced
inconsistencies in licensing requirements across regions. Weak coordination and sectoral
interests further complicated the implementation of national policies, creating potential
conflicts of authority and additional administrative obligations (Kasri et al., 2022; Prasetyo,
2023). Consequently, business actors operating across multiple regions faced varying
procedural requirements that could undermine legal certainty and investment efficiency.

Administrative inefficiency also affected the quality and accessibility of licensing
services. Multilayered procedures, limited transparency, and dependence on separate
administrative processes increased compliance costs and prolonged licensing decisions, while
insufficient coordination between government institutions complicated service delivery. These
weaknesses created opportunities for administrative misconduct and reduced the effectiveness
of public oversight (Hariyanto, 2022; Susanto et al., 2022). From a good governance
perspective, such conditions demonstrated the need for stronger institutional accountability,
regulatory coordination, and standardized public service mechanisms.

These structural problems were particularly relevant to the development of Indonesia’s
sharia-based economy, including the administration of halal certification. Historically, halal
certification was primarily administered through the Indonesian Ulema Council (Majelis Ulama
Indonesia/MUI), with technical examination undertaken by its Assessment Institute for Foods,
Drugs, and Cosmetics (LPPOM MUI). However, Law Number 33 of 2014 on Halal Product

Assurance established a state-administered framework through the Halal Product Assurance
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Agency (Badan Penyelenggara Jaminan Produk Halal/BPJPH), marking an institutional
transition that preceded the Job Creation Law (Arief, 2024; Republic of Indonesia, 2014b).
Despite this transition, halal certification and general business licensing continued to operate
through distinct administrative mechanisms, requiring business actors to navigate different
regulatory procedures.

The halal certification process also involved several institutional stages, including
application, examination of product compliance, halal determination, and certificate issuance.
Under the framework established by Law Number 33 of 2014, BPJPH was assigned
responsibility for administering halal certification, while halal inspection bodies conducted
examinations and MUI retained its role in determining product halal status. Although this
arrangement strengthened the legal foundation of halal assurance, procedural complexity,
certification costs, and limited institutional accessibility remained challenges, particularly for
micro and small enterprises (Maghfirotun & Wirdyaningsih, 2022; Mustika et al., 2025). These
conditions indicated that institutional reform required further administrative coordination to
improve the accessibility and effectiveness of halal certification services.

Regional governments also played an important role in supporting halal-based micro,
small, and medium enterprises (MSMESs), particularly through business development,
administrative assistance, training, and entrepreneurship programs. However, their involvement
in halal certification was primarily facilitative rather than constituting independent authority to
determine product halal status or issue national halal certificates. Limited coordination,
insufficient information, and procedural barriers could therefore restrict MSMEs’ access to
halal certification, notwithstanding regional initiatives to strengthen local halal industries
(Maghfirotun & Wirdyaningsih, 2022). This distinction illustrates the importance of separating
regional economic development responsibilities from the nationally regulated halal assurance
mechanism.

Overall, the business licensing system before the Job Creation Law faced interconnected
challenges involving regulatory fragmentation, central-regional policy disharmony, and
administrative inefficiency. In the sharia-based economy, these challenges were reflected in the
limited integration between general business licensing and halal certification, despite the
institutional reforms initiated under Law Number 33 of 2014. The principal concern was
therefore not decentralization itself, but the insufficient coordination and regulatory coherence
needed to ensure accessible, accountable, and legally certain administrative services. These
conditions provided an important justification for subsequent licensing reforms aimed at

strengthening national standardization, institutional integration, and administrative efficiency.
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The Business Licensing System After the Job Creation Law

Following the enactment of the Job Creation Law, Indonesia's business licensing system
underwent substantial regulatory and institutional transformation through risk-based licensing,
digital service integration, and national standardization. Although the Online Single
Submission (OSS) system had been introduced under Government Regulation Number 24 of
2018, the Job Creation Law strengthened its regulatory framework by introducing risk-based
business licensing through Government Regulation Number 5 of 2021, subsequently replaced
by Government Regulation Number 28 of 2025. These reforms sought to simplify
administrative procedures, strengthen legal certainty, and improve coordination between central
and regional governments through a more integrated licensing framework (Government
Regulation, 2025; Salsabiila et al., 2026).

Digitalization through the Online Single Submission Risk-Based Approach (OSS-RBA)
has become a central instrument of business licensing reform. The system facilitates electronic
registration, application processing, and licensing administration through a nationally
coordinated platform, with the Business Identification Number (Nomor Induk Berusaha/NIB)
serving as the principal business identification document. This mechanism is intended to reduce
fragmented procedures, improve administrative transparency, and strengthen coordination
among licensing authorities (Duri et al., 2024; Sari & Rahayu, 2025). Nevertheless, its
implementation continues to face challenges involving digital infrastructure, institutional
coordination, and human resource capacity, particularly at the regional level (Leonardi &
Tundjung, 2025).

Another fundamental reform is the adoption of risk-based licensing, which determines
administrative requirements according to the risk level of business activities. Under
Government Regulation Number 28 of 2025, business activities are classified into four
categories: low, medium-low, medium-high, and high risk, with corresponding requirements
involving the NIB, standard certificates, or business licenses. This proportional approach seeks
to reduce unnecessary administrative burdens on lower-risk activities while maintaining stricter
regulatory requirements and supervision for higher-risk sectors (Masori et al., 2025). From an
administrative law perspective, risk-based licensing reflects a shift toward more differentiated
and preventive regulatory control.

National standardization constitutes a further dimension of licensing reform, particularly
through the application of norms, standards, procedures, and criteria (NSPK). These nationally
established requirements provide a common regulatory framework for business licensing across

regions, thereby reducing inconsistent administrative practices and strengthening legal
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certainty. However, standardization also reshapes central-regional relations by limiting certain
aspects of regional discretion while maintaining regional governments' responsibilities within
their legally assigned affairs (Helmi, 2021; Wandi et al., 2025). This development reflects a
tendency toward stronger central coordination rather than the complete elimination of regional
licensing authority.

The redistribution of administrative authority presents both opportunities and challenges
for regional autonomy. Centralized standards and integrated licensing mechanisms can improve
regulatory consistency, reduce administrative duplication, and facilitate supervision across
governmental institutions. Conversely, excessive reliance on centrally determined procedures
may restrict regional flexibility in responding to local economic conditions and institutional
capacities (Helmi, 2021; Yunizar et al., 2024). The effectiveness of this reform therefore
depends on maintaining an appropriate balance between national regulatory coherence and
meaningful regional participation in licensing governance.

Within the sharia-based economy, these reforms have important implications for the
relationship between general business licensing and halal certification. The NIB provides
formal business identification and may serve as supporting documentation for halal certification
applications, while the certification process remains governed by the Halal Product Assurance
framework administered by the Halal Product Assurance Agency (Badan Penyelenggara
Jaminan Produk Halal/BPJPH). Accordingly, the relationship between OSS-RBA and halal
certification should be understood as administrative coordination between distinct regulatory
mechanisms rather than the complete incorporation of halal certification into a single business
licensing procedure (Government Regulation, 2024; Maghfirotun & Wirdyaningsih, 2022).
This arrangement strengthens the legal foundation for coordinating business administration
with the requirements of sharia compliance.

The digitalization of halal certification further supports the modernization of
administrative services within Indonesia's sharia-based economy. Through the BPJPH
electronic certification system, commonly known as SIHALAL, business actors can submit
applications and supporting documents electronically, while the relevant institutions conduct
verification, halal examination or assessment, halal determination, and certificate issuance
according to applicable procedures. This mechanism reflects efforts to improve accessibility,
procedural transparency, and institutional accountability without eliminating the distinct
responsibilities of BPJPH, halal inspection bodies, and authorized halal determination

institutions (Government Regulation, 2024; Sukri, 2021). From an administrative law
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perspective, digital halal certification demonstrates the integration of public service
modernization with the legal requirements of halal assurance.

These regulatory developments also provide opportunities to strengthen the national halal
industry, particularly by improving administrative accessibility for micro, small, and medium
enterprises (MSMESs). Simplified procedures, electronic certification services, and government
facilitation programs are intended to reduce barriers faced by smaller business actors seeking
formal recognition and halal certification. Nevertheless, their effectiveness remains dependent
on digital literacy, institutional assistance, the availability of competent halal personnel, and the
capacity of business actors to satisfy substantive certification requirements (Maghfirotun &
Wirdyaningsih, 2022; Sukri, 2021). Consequently, administrative simplification must be
accompanied by adequate institutional support to ensure that the benefits of reform are
accessible across different business scales.

Overall, the Job Creation Law and its subsequent regulatory framework have transformed
Indonesia's business licensing system toward a more standardized, risk-based, and digitally
coordinated model. In the sharia-based economy, this transformation supports stronger
administrative coordination between general business licensing and halal certification while
preserving the distinct legal requirements governing halal assurance. Nevertheless, regulatory
integration does not automatically guarantee effective implementation, particularly where
institutional capacity, digital accessibility, and central-regional coordination remains uneven.
Sustainable reform therefore requires a balance between administrative efficiency, legal
certainty, regional autonomy, and equitable access to services within the national sharia

economic ecosystem.

A Comparative Analysis of Regional Authority in the Sharia Economy

The transformation of Indonesia's business licensing system under the Job Creation Law
has reshaped the distribution of administrative authority between central and regional
governments. Before the reform, business licensing operated within a decentralized framework
that provided regional governments with varying degrees of authority to regulate and administer
licensing according to their respective governmental affairs. Although this arrangement
accommodated local economic conditions, regulatory fragmentation, overlapping
requirements, and weak institutional coordination frequently undermined administrative
efficiency and legal certainty (Helmi, 2021; Noerdin, 2022). The subsequent reforms

introduced greater national standardization and integrated licensing mechanisms, raising
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important questions concerning the balance between administrative efficiency and regional
autonomy.

Before the Job Creation Law, regional governments exercised licensing responsibilities
within the decentralization framework established by Law Number 23 of 2014 on Regional
Government. Their authority included administering permits and implementing sectoral
regulations within the governmental affairs assigned to them, allowing licensing procedures to
accommodate regional economic characteristics. However, differences in regulatory
interpretation, institutional capacity, and administrative requirements often produced
inconsistent licensing practices across regions (Helmi, 2021; Prasetyo, 2023). These variations
demonstrated that decentralized authority required effective coordination and harmonization to
ensure legal certainty without eliminating regional flexibility.

Following the enactment of the Job Creation Law, the distribution of licensing authority
became increasingly structured around nationally determined regulatory standards and
integrated digital procedures. Government Regulation Number 5 of 2021, subsequently
replaced by Government Regulation Number 28 of 2025, established risk-based licensing
mechanisms administered through the Online Single Submission Risk-Based Approach (OSS-
RBA) system. Within this framework, central and regional governments perform licensing
functions according to their respective legal competences while applying nationally established
norms, standards, procedures, and criteria (NSPK) (Government Regulation, 2025; Yunizar et
al., 2024). Consequently, regional discretion has become more closely regulated, although
regional governments retain administrative and supervisory responsibilities in sectors falling
within their authority.

The shift toward national standardization reflects a broader tendency toward stronger
central coordination in business licensing governance. The central government determines the
general regulatory framework, risk classifications, and licensing standards, while regional
governments implement their assigned responsibilities within these requirements. This
arrangement may strengthen regulatory consistency and reduce administrative disparities, but
it also limits opportunities for regional governments to independently establish licensing
conditions beyond nationally prescribed standards (Helmi, 2021; Wandi et al., 2025).
Nevertheless, the extent of this redistribution varies across economic sectors, making it
necessary to distinguish administrative standardization from the complete transfer of regional
authority.

The differences between the two regulatory frameworks can be examined through the

distribution of authority, licensing procedures, institutional coordination, and implications for
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the sharia economy. Such a comparison demonstrates that the principal transformation concerns
not only the digitalization of administrative services but also the legal configuration of
governmental responsibilities. Table 1 summarizes these changes based on the relevant
regulatory frameworks and administrative law literature.

Table 1. Comparative Framework of Regional Authority Before and After the Job Creation

Law
Dimension Before the Job Creation Law After the Job Creation Law
Regulatory Decentralized licensing under Law Risk—based licensing under the Job Creation Law,
framework No. 23/2014 and sectoral regulations 1mplem§nted most recently through Government
Regulation No. 28/2025
Distribution of Central and regional responsibilities Gre.ate1.* n.atlonal standa.rdlzatlon while .
authority distributed across sectoral frameworks maintaining legally assigned central and regional

competences

Relatively greater variation in regional

) . More constrained by nationally established NSPK
licensing procedures

Regional discretion

Llcens11.1g Sectoral proced‘ur'es w%th varymg Integrated risk-based licensing through OSS-RBA
mechanism degrees of administrative integration

Admlplstr.atlve Fragmented C().Ol”dlll’la'FIOIl between Nationally coordinated electronic administration
coordination governmental institutions

Regulatory Supervision distributed according to  Risk-oriented supervision within nationally
supervision sectoral and regional authority established regulatory standards

Transition from MUI-led certification

Halal certification  to the BPJPH framework under Law Strengthened BPJPH administration under the

amended halal assurance framework

No. 33/2014
Regional role in the Facilitation, business development, = Continued facilitation and local support within the
halal economy and support for halal MSMEs national halal assurance framework
Administrative Greater procedural variation and Greater consistency, accompanied by concerns
implications potential regulatory overlap over regional flexibility

Source: Authors' comparative analysis based on Law No. 23/2014, Law No. 33/2014, Law No.
6/2023, Government Regulation No. 28/2025, and Government Regulation No. 42/2024

The comparison demonstrates a shift from relatively fragmented administrative
arrangements toward a nationally coordinated licensing framework. The implementation of
OSS-RBA and NSPK provides a common basis for licensing decisions, potentially reducing
procedural differences and strengthening legal certainty across regions. However,
administrative standardization does not necessarily eliminate regional authority, because the
allocation of licensing and supervisory responsibilities continues to depend on sector-specific
legislation and governmental affairs (Government Regulation, 2025; Yunizar et al., 2024). The
central issue is therefore the extent to which national regulatory uniformity can coexist with
meaningful regional participation in economic governance.

This redistribution of authority presents both opportunities and challenges for regional
autonomy. Stronger national coordination can improve administrative consistency, reduce
overlapping procedures, and facilitate supervision, thereby supporting a more predictable

investment environment. Conversely, limited regulatory discretion may restrict regional
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governments' capacity to develop administrative responses suited to local economic
characteristics, particularly where infrastructure and institutional capacities differ (Helmi,
2021). From a constitutional perspective, the challenge is to reconcile licensing efficiency with
the decentralization principles underlying Indonesia's regional government system, rather than
treating centralization and regional autonomy as mutually exclusive arrangements.

Within the sharia-based economy, the redistribution of administrative authority is
particularly evident in the development of the halal certification framework. Historically, halal
certification was primarily associated with the Indonesian Ulema Council (MUI), whereas Law
Number 33 of 2014 established the legal foundation for state administration of halal assurance
through the Halal Product Assurance Agency (BPJPH). The Job Creation Law subsequently
amended aspects of this framework, while Government Regulation Number 42 of 2024 further
regulated halal assurance administration and institutional responsibilities (Government
Regulation, 2024; Maulana et al., 2023). Accordingly, the development of BPJPH authority
should be understood as a gradual institutional transformation rather than a change initiated
exclusively by the Job Creation Law.

Under the current halal assurance framework, BPJPH performs the principal
administrative functions related to halal certification, including regulatory administration,
certificate issuance, and supervision in accordance with its statutory authority. Halal
determination involves authorized institutions under the applicable procedures, including MUI
and other bodies recognized within the regulatory framework, while regional governments
primarily support business facilitation, public awareness, and MSME development.
Government Regulation Number 42 of 2024 also recognizes the role of the Halal Product Fatwa
Committee in specified certification procedures, demonstrating that halal determination is not
exclusively performed by a single institution (Government Regulation, 2024; Mustika et al.,
2025). This institutional arrangement illustrates the distinction between centralized certification
administration and the supporting functions of regional governments.

The implications of this arrangement extend beyond administrative authority to the
effectiveness of regional halal economic development. Nationally coordinated certification
procedures can strengthen legal consistency and facilitate the application of uniform halal
assurance standards, while regional governments remain important in assisting MSMEs,
improving access to information, and supporting local halal industries. However, differences in
regional institutional capacity, digital infrastructure, and business readiness may affect the
accessibility of certification services, indicating that centralized regulatory standards require

effective local implementation (Maghfirotun & Wirdyaningsih, 2022; Mustika et al., 2025). In
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this context, coordination between BPJPH, regional governments, and relevant institutions is
essential for ensuring that national halal assurance policies respond to local economic needs.
Overall, the comparative analysis indicates that the Job Creation Law has strengthened
national coordination and standardization in business licensing while reshaping the
discretionary space of regional governments. In the sharia economy, this development operates
alongside the institutional consolidation of halal certification under BPJPH, with regional
authorities retaining important facilitating and developmental responsibilities. The resulting
governance arrangement reflects a form of coordinated administration in which national
regulatory consistency and regional implementation are complementary rather than inherently
contradictory. Its effectiveness ultimately depends on maintaining legal certainty, institutional
accountability, and sufficient regional flexibility to support inclusive and sustainable sharia

economic development.

The Paradigm Transformation of State Administrative Law

The transformation of Indonesia's business licensing system following the Job Creation
Law reflects a broader shift in administrative law, extending beyond procedural simplification
to changes in regulatory governance and institutional accountability. This transformation is
characterized by two interconnected developments: the transition from relatively broad regional
discretion toward nationally standardized administration and the movement from conventional
bureaucratic procedures toward digital governance. These developments have reshaped the
relationship between central and regional governments while introducing new expectations
concerning transparency, efficiency, and legal certainty in public services (Judijanto & Al-
Amin, 2025; Silalahi & Putri, 2025). From an administrative law perspective, the reform
represents an effort to reconcile regulatory uniformity with the principles of decentralization
and accountable governance.

Before the Job Creation Law, regional discretion constituted an important instrument for
adapting licensing policies to local economic conditions and administrative needs. Although
such discretion provided flexibility in governmental decision-making, differences in regulatory
interpretation and institutional practices frequently contributed to inconsistent licensing
requirements and legal uncertainty. The subsequent strengthening of nationally established
norms, standards, procedures, and criteria (NSPK) has encouraged greater regulatory
consistency while limiting certain aspects of regional administrative discretion (Helmi, 2021;

Putri et al., 2026). Nevertheless, this development should not be interpreted as the elimination
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of regional authority, but rather as a reconfiguration of discretion within a more coordinated
national regulatory framework.

The transition toward standardized administration also changes the legal and institutional
responsibilities of government officials. Under the risk-based licensing framework,
administrative decisions are increasingly guided by predetermined regulatory requirements,
risk classifications, and electronically documented procedures rather than varying local
administrative practices. This arrangement can strengthen legal certainty and procedural
accountability, although regional authorities continue to exercise legally assigned
responsibilities in licensing administration and supervision (Silalahi & Putri, 2025; Yunizar et
al., 2024). Consequently, the principal challenge is to maintain sufficient administrative
flexibility while preventing arbitrary decisions and ensuring compliance with national
standards.

Alongside regulatory standardization, digital governance has become a defining feature
of contemporary administrative transformation. The implementation of the Online Single
Submission Risk-Based Approach (OSS-RBA) facilitates electronic administrative procedures,
improves the traceability of licensing decisions, and strengthens opportunities for institutional
oversight. Digitalization also changes bureaucratic responsibilities by requiring government
officials to develop technological competence, coordinate electronically, and maintain
accountable administrative records (Judijanto & Al-Amin, 2025; Silalahi & Putri, 2025).
However, these improvements depend on reliable digital infrastructure, institutional readiness,
and equitable access to electronic public services, particularly in regions with limited
technological capacity.

The development of digital governance further transforms interactions between the state
and business actors. Electronic licensing mechanisms can reduce unnecessary direct
interactions, improve access to administrative information, and provide more transparent
procedures for monitoring applications and decisions. Nevertheless, excessive dependence on
standardized digital systems may create accessibility barriers for business actors with limited
technological resources and reduce flexibility in addressing exceptional administrative
circumstances (Judijanto & Al-Amin, 2025; Leonardi & Tundjung, 2025). Accordingly, digital
transformation should be accompanied by accessible assistance mechanisms, responsive
administrative oversight, and safeguards that preserve substantive fairness alongside procedural
efficiency.

Within the sharia-based economy, administrative transformation also involves the

accommodation of Islamic legal principles within the national regulatory framework. Law

Al-Mustashfa: Jurnal Penelitian Hukum Ekonomi Syariah Vol. 11, No. 2 (2026) | 318



Number 33 of 2014 on Halal Product Assurance established the legal foundation for
incorporating halal assurance into state-administered regulatory mechanisms, with subsequent
reforms strengthening the institutional responsibilities of the Halal Product Assurance Agency
(BPJPH). The relationship between BPJPH's administrative authority and the involvement of
authorized institutions in halal determination demonstrates how religious requirements can be
institutionalized through formal legal procedures (Republic of Indonesia, 2014b). Rather than
indicating a comprehensive shift from general administration to religious administration, this
development reflects the integration of sharia-related regulatory requirements into specific
areas of Indonesia's administrative law system.

This integration provides a normative foundation for administrative governance informed
by the principles of halal assurance, justice (‘adl), and trustworthiness (amanah). In this
context, amanah emphasizes integrity and responsibility in exercising public authority, while
‘adl requires fairness in administrative decisions and equitable access to regulatory services.
These principles complement the administrative law requirements of legality, transparency,
accountability, and legal certainty, particularly in the implementation of halal certification and
the supervision of sharia-related economic activities (Miswanto et al., 2025; Mustika et al.,
2025) . Their significance lies not in replacing established principles of administrative law but
in strengthening the ethical and substantive dimensions of governance within the sharia
economic sector.

Overall, the paradigm transformation of state administrative law following the Job
Creation Law reflects a movement toward more standardized, digitally coordinated, and
accountable regulatory governance. In the sharia-based economy, this transformation is
accompanied by the institutionalization of halal assurance and the incorporation of relevant
Islamic ethical principles into administrative practices. Nevertheless, regulatory standardization
and digitalization should not be regarded as sufficient guarantees of good governance without
effective institutional oversight, regional participation, and equitable public access. The
sustainability of this transformation therefore depends on balancing administrative efficiency
and legal certainty with regional autonomy, substantive justice, and ethical responsibility in

public administration.

Implications for Good Governance from a Sharia Perspective
The transformation of Indonesia's business licensing system through the Job Creation
Law has important implications for the implementation of good governance, particularly in

promoting transparency, accountability, efficiency, and equitable access to administrative
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services. The Online Single Submission Risk-Based Approach (OSS-RBA) provides an
institutional framework for improving regulatory coordination and strengthening procedural
transparency, although its effectiveness remains dependent on administrative capacity and
institutional readiness (Gunawan et al., 2025; Silalahi & Putri, 2025). Within the sharia-based
economy, these developments should be evaluated not only through administrative performance
but also through their conformity with Islamic legal principles governing economic justice,
contractual certainty, and ethical responsibility. Accordingly, the relationship between good
governance and sharia governance provides a broader normative foundation for assessing the
substantive quality of licensing reform.

Transparency and accountability constitute fundamental requirements of administrative
governance and have direct relevance to Islamic ethical principles. Digital licensing
mechanisms facilitate access to procedural information, enable the monitoring of administrative
decisions, and provide electronic records that can strengthen institutional oversight (Gunawan
et al., 2025; Silalahi & Putri, 2025). From a sharia perspective, these mechanisms reflect the
principle of amanah, which requires public authorities to exercise entrusted responsibilities
with integrity, honesty, and accountability. Transparency represents one manifestation of
amanah, while accountability requires officials to justify their decisions and prevent the misuse
of administrative authority. Thus, administrative compliance should be accompanied by ethical
responsibility to ensure that public services protect legitimate economic interests and maintain
institutional trust.

The normative relationship between administrative governance and Islamic economic
principles can be further examined through the framework of figh al-mu‘amalat elaborated in
Wahbah al-Zuhayli's Al-Figh al-Islami wa Adillatuh. For analytical purposes, this study
organizes the relevant principles into eight indicators: mutual consent (al-taradi), prohibition
of riba, prohibition of gharar, prohibition of maysir/qimar, clarity of contractual terms and
obligations, trustworthiness and transparency (amanah), economic freedom within sharia
boundaries, and economic justice and balance (al-‘adl wa al-tawdzun). These principles
primarily govern economic transactions and contractual relationships, but they also provide
evaluative criteria for assessing whether administrative regulations facilitate lawful,
transparent, and equitable economic activities (Hafizd, 2026; Zuhayli, 2011). Their application
to business licensing therefore constitutes a normative extension of Islamic commercial
jurisprudence rather than a direct equation between administrative permits and private

contractual obligations.
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The principle of mutual consent (al-tardadr) emphasizes that economic transactions must
be undertaken voluntarily, without coercion, deception, or unjustified interference. In
administrative governance, this principle can be understood as requiring regulatory procedures
that enable business actors to make informed economic decisions without arbitrary bureaucratic
pressure. Although administrative licensing constitutes an exercise of public authority rather
than a contractual agreement, transparent requirements, accessible information, and predictable
procedures help protect the conditions necessary for voluntary economic participation.
Similarly, economic freedom within sharia boundaries recognizes the legitimacy of
entrepreneurship and commercial activities while restricting practices that violate Islamic legal
and ethical requirements (Zuhayli, 2011). Accordingly, licensing reform should facilitate
legitimate business activities without imposing disproportionate administrative restrictions or
weakening necessary public safeguards.

The prohibitions of riba, gharar, and maysir/qimar provide additional normative
considerations for evaluating the relationship between regulatory governance and economic
integrity. The prohibition of riba addresses unlawful financial gain within specified
transactional relationships, while gharar concerns excessive uncertainty and ambiguity in
contractual arrangements, and maysir/gimar prohibits gambling-based transactions and
impermissible speculative gains. These prohibitions do not directly determine the legality of
administrative licensing procedures; nevertheless, their underlying objectives support a
governance framework that discourages exploitative economic practices, arbitrary financial
burdens, and uncertainty affecting business actors (Hafizd, 2026; Zuhayli, 2011). In this
context, predictable licensing requirements, clearly established official fees, and effective
administrative oversight can contribute to an economic environment that protects lawful
transactions and reduces opportunities for misconduct. Such an interpretation connects Islamic
commercial principles with regulatory integrity without extending their technical legal
meanings beyond their appropriate scope.

Clarity of contractual terms, objects, prices, benefits, and obligations constitutes another
essential principle of Islamic commercial jurisprudence. In contractual relationships, such
clarity protects the parties against excessive uncertainty and disputes arising from ambiguous
rights or obligations, particularly where uncertainty affects the substance of an agreement
(Zuhayli, 2011). Applied analogically to administrative governance, this principle supports the
establishment of clear licensing requirements, transparent official charges, identifiable
institutional responsibilities, and predictable decision-making procedures. The OSS-RBA

framework can facilitate these objectives by providing standardized information and
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electronically documented administrative processes, although actual legal certainty depends on
the consistency of implementation and regulatory interpretation (Devita et al., 2024; Sari &
Rahayu, 2025). Therefore, legal clarity should be understood not merely as procedural
simplification but as protection against arbitrary administrative practices that may adversely
affect economic activities.

The principles of economic justice and balance (al-‘adl wa al-tawdzun) require that
economic arrangements avoid unfair treatment and disproportionate burdens while maintaining
a reasonable relationship between individual interests and collective welfare. Within business
licensing governance, these principles provide a normative basis for evaluating whether
administrative requirements are proportionate to business risks and whether regulatory services
are accessible to different categories of economic actors. Although digital licensing can
improve administrative efficiency, unequal technological infrastructure, limited digital literacy,
and inadequate institutional assistance may disadvantage micro and small enterprises and
businesses operating in less-developed regions (Joseph et al., 2025; Leonardi & Tundjung,
2025). Such disparities demonstrate that formal equality in licensing procedures does not
necessarily produce substantive justice. From a sharia perspective, regulatory effectiveness
should therefore be assessed through its capacity to maintain proportionality, prevent exclusion,
and protect equitable economic opportunities.

The application of these principles also highlights the importance of institutional
accountability and administrative participation. Technological integration cannot
independently guarantee ethical governance when public officials lack professional
competence, oversight mechanisms remain ineffective, or business actors face obstacles in
accessing administrative remedies. Research on OSS-RBA implementation identifies persistent
difficulties involving inter-agency coordination, digital infrastructure, and regulatory
synchronization, indicating that procedural modernization must be accompanied by
institutional reform (Devita et al., 2024; Hidayatullah et al., 2025). In Islamic governance,
amanah and ‘adl reinforce the responsibility of public authorities to prevent administrative
misconduct and ensure that regulatory decisions serve legitimate public interests. Therefore,
effective governance requires accessible complaint mechanisms, transparent supervision, and
opportunities for affected business actors to seek administrative clarification or remedies.

Within the sharia-based economy, the integration of these principles becomes particularly
relevant to halal certification and the development of micro, small, and medium enterprises.
The administration of halal assurance requires not only compliance with formal certification

procedures but also institutional integrity, clarity of requirements, and equitable access to
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services. The relationship between administrative regulation and sharia compliance
demonstrates that lawful economic governance involves both procedural legality and
substantive conformity with Islamic ethical principles (Miswanto et al., 2025; Mustika et al.,
2025). Nevertheless, halal certification should not be treated as the sole measure of sharia
governance, because the broader framework also encompasses fairness in economic
relationships, protection against prohibited transactions, contractual certainty, and responsible
public administration. Consequently, the contribution of licensing reform to the sharia economy
depends on whether administrative modernization creates conditions that support these
interconnected legal and ethical objectives.

Overall, the implications of licensing reform for good governance extend beyond
administrative efficiency to the realization of substantive justice and ethical responsibility. The
eight indicators derived from the broader principles of Islamic commercial jurisprudence
provide a normative framework for evaluating whether licensing governance supports
voluntary economic participation, lawful transactions, legal clarity, transparency,
accountability, proportionality, and equitable access. Their relevance does not imply that every
principle directly regulates administrative procedures; rather, they collectively illuminate the
ethical and legal objectives that public regulation should protect within the sharia-based
economy. Sustainable governance therefore requires the integration of technological efficiency,
institutional accountability, and regional inclusiveness with the principles of amanah, ‘adl, and

the protection of legitimate economic interests.

Conclusion

The transformation of Indonesian administrative law following the Job Creation Law
reflects a shift from fragmented business licensing arrangements toward nationally
standardized, risk-based, and digitally coordinated administrative governance. The
implementation of OSS-RBA and nationally established norms, standards, procedures, and
criteria (NSPK) has strengthened the regulatory framework for legal certainty, procedural
efficiency, and institutional accountability while reshaping the distribution of authority between
central and regional governments. Although national standardization has constrained certain
aspects of regional discretion, it has not eliminated regional governments legally assigned
administrative and supervisory responsibilities. Within the sharia-based economy, these
reforms have facilitated administrative coordination between business licensing and halal
certification, while the Halal Product Assurance Agency (BPJPH) retains its distinct statutory

authority. From an administrative law perspective, this transformation represents a
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reconfiguration of governmental authority and regulatory governance rather than a complete
shift toward centralized administration. Furthermore, the integration of good governance with
Islamic economic principles, particularly trustworthiness (amanah), justice (‘adl),
transparency, and economic fairness, provides a normative foundation for strengthening
administrative accountability and substantive justice. Consequently, sustainable licensing
reform requires balancing regulatory consistency, administrative efficiency, regional
autonomy, and equitable access to public services.

This study is limited by its normative juridical approach, which examines legislative
frameworks, institutional authority, and legal principles without empirically measuring the
effectiveness of OSS-RBA implementation or halal certification services. Its analysis also
focuses primarily on regulatory transformation and administrative governance at the national
level, leaving variations in regional institutional capacity, administrative practices, and business
actors' experiences insufficiently explored. Future research should therefore employ empirical
or socio-legal approaches to evaluate the practical implementation of risk-based licensing, the
coordination between BPJPH and regional governments, and the accessibility of administrative
services for micro, small, and medium enterprises. Comparative studies across regions and
economic sectors would further clarify how national standardization interacts with regional
autonomy, while assessments of administrative accountability and Islamic economic principles
could strengthen the development of more inclusive, equitable, and responsive regulatory

governance.
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