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Abstract

The purpose of this paper is to investigate how Islamic Financial Technology (FinTech) is transforming how
startups receive funding throughout the Arab world, focusing specifically on the potential of Islamic
crowdfunding. Although digital finance is developing rapidly, the intersection between the application of
technology for funding purposes and principles compliant with Shariah, provides an increasingly attractive
alternative to traditional funding sources that have yet to be fully utilised. This paper will trace the history of
startups evolving from early-stage funding difficulties to the emergence of venture capital as a viable
solution; map out the expansion of the FinTech ecosystems in the United Arab Emirates (UAE) and Saudi
Arabia; and examine the governance models that underpin Shariah-compliant crowdfunding as a financing
option for startups. As per the statistics provided, despite several years of phenomenal growth in FinTech
across the Arab Gulf countries, 1slamic crowdfunding represents only 3-5% of the overall funding available
for FinTech. This is indicative of several underlying structural issues. issues related to fragmented
regulations; issues related to inadequate digital infrastructure; issues related to financial literacy; issues
related to the lack of an adequate number of platforms specifically designed for Islamic crowdfunding; and
issues related to the vastly larger funding available in more mature markets. Drawing from regionally-
specific case studies and data; this paper offers practical recommendations for stakeholders (e.g.,
policymakers, entrepreneurs, and investors), who are pursuing opportunities to further develop Shariah-
compliant Financia Innovations within the MENA region.

Keywords: Islamic FinTech, Islamic Crowdfunding, Startup Financing, Shariah-Compliant Finance, MENA
Region.

Idamic FinTech, Idamic Crowdfunding, Startup  service to be provided inclusive access and transparent
Financing, Shariah-Compliant Finance, MENA and effective processing of financial transactions. The
Region. next step to reaching this goal is through the use of

1. Introduction

Current globa financial services industry is seeing a
change in the way it operates or conducts business due
to many factors; technology innovation, increase in
what the consumer expects from businesses they work
with, and the demand for al players in the financia

new technologies referred to as FinTech. FinTech is
defined as the use of technology in the delivery and
consumption of financial services. Examples include
mobile payment systems such as Venmo, peer-to-peer
lending such as LendingClub, blockchain-based
solutions for banking such as Ripple and bitcoin, and
artificially intelligent robo-advisors. The introduction
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of these new technologies has disrupted traditional
banking business models and created new ecosystems
in which financial transactions, investing money, and
raising capital will occur. The global market for fintech
was valued at approximately $194 billion US dollarsin
2023 and is predicted to surpass $340 billion by 2026;
this represents growing rates of growth, and an ability
to impact upon the entire structure of financial markets,
whether they are in developed countries or emerging
markets.

In this fast-moving world of finance today, the
combination of Financial Technology (FinTech) and
Islamic Finance principles have created an entirely new
and rapidly growing area within Financial Services
called Idamic FinTech. The traditional characteristics
of Islamic Finance are based on Shari’ah law, which
prohibits, among other things, the payment of interest
(riba), excessive uncertainty in financial transactions
(gharar), and speculation in the financial markets
(maysir). Traditionally, the governing institutions of
Islamic Finance have used tools such as Murabaha
(cost-plus financing) and Mudarabah (profit sharing),
ljarah (leasing), and Sukuk (Islamic bonds). However,
by combining the long-standing nature of Islamic
Finance with cutting edge technology, Islamic FinTech
has opened up many additional ways for individuals to
access financing in a Shari’ ah-compliant manner. This
is especialy true in Muslim-majority countries where
many individuals do not have access to conventional
banking services. With more than USD $4 trillion in
assets under management, the globa Islamic finance
industry represents a massive opportunity for Islamic
FinTech, as it can lower transaction costs, improve
transparency, and expand the availability of Shari’ah-
compliant financial products.

Meanwhile, the global startup ecosystem has become
an integral driver of economic growth, creating new
employment opportunities while developing new
technologies. A startup, as defined by Eric Ries (2011)
is any company with an innovative product or service
that leverages technology to disrupt existing markets,
even while operating under uncertain conditions, and
has transformed verticals including Transportation,
Healthcare, Education and Agriculture. Despite their
immense potential, startup financing continues to
represent one of the largest obstacles to entrepreneurs
globally, particularly in developing economies and
emerging markets. Due to risk averse lenders,
significant collateral requirements, and preference for
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historically established businesses with a credit history,
traditional financia institutions consistently fall short
of the financing needs of early stage ventures creating
a significant and well documented funding gap that

hampers entrepreneurial  activity and  inhibits
innovation.
A powerful convergence of innovative financial

technologies (FinTech), Isamic financing principles
and start-up financing needs has led to the rise and
promise of Islamic Crowdfunding as an efficient
funding mechanism. Crowdfunding is generaly
defined as the practice of collecting relatively small
individual investments from a large number of people
(typically through the Internet), demonstrating its
viability in many different markets and environments;
including a total annual worldwide market size of
approximately 17$ billion. Islamic crowdfunding
utilizes the same basic principles of Crowdfunding as
described above, but through Shariah-compliant
projects funded through Crowdfunding platforms.
Islamic crowdfunding retains the ability to provide the
same accessibility, efficiency, and democratizing
qualities as any other form of crowdfunding, resulting
in significant attractiveness for both entrepreneurs and
investors.

With close to 400 million inhabitants and abundant
financial resources, the Arab world represents a strong
context to explore the potentia for Islamic
crowdfunding. The FinTech ecosystem in this region
has experienced rapid development over the past few
years. The United Arab Emirates has been at the
forefront of FinTech by developing robust regulatory
frameworks and ambitious long-term strategic goals
such as Vision 2030 in Saudi Arabia. In spite of this
rapid growth, Islamic crowdfunding in particular
continues to remain underdevel oped throughout a large
portion of the Middle East and North Africa (MENA).
Overall, Islamic crowdfunding represents only a very
small portion of total FinTech funding in the MENA
region. This paper will conduct an in-depth analysis of
Islamic Fintech and startup funding, with a specific
emphasis on the potential of Islamic crowdfunding
relative to globa competitiveness, and will provide a
large amount of empirical evidence presented in tables
and figures in order to support the analytica
framework that will be developed in this paper.
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2. The Conceptual Framework of the Study

This section provides a theoretical foundation for the
study by establishing the core concepts of the analysis.
This will be accomplished through examining the
nature and characteristics of startups as modern
economic institutions, analysing their access to
financing, and concluding with an evaluation of how
venture capital serves as an innovative financing
alternative.

2.1 Startups: Definition,
Characteristics, and Lifecycle

Over the past few years, startups have become
increasingly important in driving innovation and
creating economic value at a nationa level in many
different countries. In Eric Ries definition, a startup is
an organisation or project that aims to create a new
product or service with a significant level of
uncertainty (Boughiout & Djekrif, 2022). Two key
elements emerge from Ries definition of startups: a
commitment to innovation and a degree of uncertainty,
both of which will require a willingness to operate in a
flexible and adaptive manner. Additionally, startups are

Table 1: Comparison of Startup Lifecycle Stage Models

Sihem & Layadl

typically characterised by a strong emphasis on
technology and an aggressive approach to achieving
rapid growth; therefore, this establishes a clear
distinction between startups and traditional enterprises.

According to a complementary formulation, startups
are defined as young businesses being created with the
use of new technology to provide innovative products
and/or services while operating in unstable
environments that require quick decisions (Khedaoud;
& Kebtane, 2022). Startups are heavily reliant on the
use of technology as a means of conducting business
and as a means of gaining a competitive advantage
over other businesses. Furthermore, startups operate
within an inherently dynamic business environment.
Some describe startups as a small-scale innovative
project with the potential to create value through the
use of the following characteristics: low initial capital
requirements, young and dynamic management team,
innovative ideas for founding the business, and the use
of technology in all aspects of the startup's operations.
Additionally, most startups will attempt to target local
and globa markets from an early stage in ther
lifecycle (El Gouasmia & Salem, 2022).

Stage Boughiout & Djekrif (2022)

Khedaoudj & Kebtane (2022)

Key Financing Needs

1 Idea/ Seed

2 Startup (Legal Entity + Initial
Ops)

Growth (Expanding Activities)

Expansion (New Markets)
Increase)

5 Maturity (Stability)
6 Decline (Renewal or Exit)

Seed (Idea + Resource Gathering)

Product Devel opment

Survival (Market Proof)

Growth (Revenue + Customer

Expansion (Geographic Spread)
Maturity (Stability + Sustainability)

Personal savings, angel investors,
grants

Seed funding, incubators, accelerators

VC, revenue-based financing
Series A/B VC, strategic investors

PE funding, |PO preparation, debt
M&A exit, strategic pivots

Table 1: Two scholarly models of the startup lifecycle
demonstrating convergence in developmental phases and
divergent emphases on survival, market entry, and financing
requirements at each stage.

According to both models depicted in Table 1 and
Figure 1, there is agreement that there are six stages in
the life cycle of a startup, but they disagree on how to
describe the intermediate stages. However, both
models indicate that there are different types and sizes
of financing available to startups at each stage of their
development. In the case of the earliest stages of

development (seed and start-ups), there is a high level
of uncertainty; therefore, the asset base will be low and
such firms will not be considered for traditiona bank
loans. At the same time, when a firm enters the
expansion phase, it will require the largest amount of
capital to enter into the marketplace and scale its
operations. As a result of this discrepancy between the
financing needs and the sources of financing available
a these critica early stages, the challenge that
innovative funding mechanisms (e.g., venture capital
and crowdfunding) aim to resolve isto provide
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Startup Lifecycle: Financing Needs vs. Risk Level by Stage
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Figure 1: Startup Lifecycle Stages— Financing Needs vs.
Risk Level. The chart illustrates the inverse relationship
between risk level (highest at seed stage) and financing

needs (peaking at expansion), underscoring why
conventional banks are reluctant to finance early-stage
ventures.

alternative means of financing to innovative companies
(Marzban & Asutay, 2012).
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2.2 TheFinancing Challenge for Startups

Obtaining funding represents one of the greatest
challenges emerging entrepreneurs face at various
phases of their development. In order for them to create
new products and/or services, build a larger customer
base and improve their competitiveness, startups must
receive adequate funding. In a study by Boughiout and
Djekrif (2022), new ventures encounter financial
roadblocks in their early stage because they do not
have an established credit record or other basic
financial documentation. Furthermore, funding issues
become considerably worse in developing countries
due to having less established or stable financial
systems, thereby eliminating a significant source of
funding for emerging entrepreneurs (Blakstad, 2018).

Table 2: Startup Financing Barriers and | mpact
Assessment

Table 2: Comprehensive mapping of financing barriers confronting startupsin the Arab world, synthesized from three primary
sources. The high concentration of barriers across banking, regulatory, and ecosystem categories underscores the systemic

nature of the financing gap.

Barrier
Category

Specific Challenge

Impact Level Affected Region Potential Solution

Banking Practices  Stringent collateral requirements
Banking Practices  Preference for established firms with stable cash

flows
Administrative Bureaucratic complexity and slow procedures
Regulatory Absence of clear legal framework for startup

financing

Entrepreneurial Weak financial literacy among founders

Ecosystem Underdevel oped entrepreneurial support
infrastructure
Private Sector Investor preference for low-risk, guaranteed returns

High All Arab Countries Alternative financing

High All Arab Countries FinTech platforms

Medium- Algeria, wider Digitalization of

High MENA processes

High All Arab Countries Regulatory reform

Medium Algeria, wider Education programs
MENA

High Non-GCC MENA Incubators, hubs

High Algeria, wider Tax incentives, VCs
MENA

The Algerian context provides a particularly instructive
case study of these financing challenges. The Algerian
entrepreneurs face formidable difficulties in obtaining
bank financing due to the complexity of administrative
procedures, insufficient government support, and the
weak contribution of the private sector. The
convergence of these barriers, as shown in the figure
above, creates a self-reinforcing cycle in which the
absence of financing limits entrepreneurial activity,
which in turn diminishes the political will to implement
reforms, further entrenching the financing gap (El
Gouasmia & Salem, 2022).

2.3 Venture Capital asan
Innovative Financing M echanism

Venture capital was created as a way to help solve
some of the problems that start-ups face in terms of
how to fund their business. The first venture capital
firm was the American Research and Development
Corporation, founded in 1946 by Georges Doriot in the
USA (Boughiout and Djekrif, 2022). The National
Venture Capital Association (NVCA) defines venture
capital as a form of investing into private companies
that will grow over the long term. Venture capital has a
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number of characteristics. it has a high risk/return
structure; active management involved with ventures
being funded; focus on industries which have high
value added opportunities.

Sihem & Layadl

Table 3: Venture Capital | nvestment Stages and
Characteristics

Table 3: Thefour principal stages of venture capital investment, illustrating the progressive increase in investment magnitude
and the alignment of investor objectives with startup lifecycle phases.

Stage Typical Investment Startup Phase Investor Objectives Exit Mechanism
Range
Seed / Start- USD 50K — 500K |dea validation, prototype Product development, team Next funding round
up building
Growth USD 500K —5M Market entry, early revenue Market share expansion, scaling Series B/C or
acquisition
Expansion USD 5M —30M Geographic spread, New market entry, M&A IPO or strategic sale
diversification
Exit/ Varies Established operations Return realization IPO, M&A, buyout
Maturity

Venture capital has proven its practical importance
during periods of economic downturn, such as the
COVID-19 pandemic; therefore, we can see how
important venture capital is to the economy of Saudi
Arabia. In particular, in 2021, the total amount of SAR
invested through venture capital in Saudi Arabia
reeched SAR 548 million. The leading sectors
receiving venture capita investment included
telecommunications and information technology (31%
of all venture capital invested) and FinTech (19.4%);
this reflects the commitment of Saudi Arabia towards
innovation within the scope of the Vision 2030
initiative (Boughiout & Djekrif, 2022).

Saudi Arabia: Venture Capital Investment by Sector (2021)
Total Value: SAR 548 Million

Other

HealthTech

Ll E-Commerce

Telecom & IT

FinTech

Figure 2: Distribution of Venture Capital Investment by
Sector in Saudi Arabia (2021). The telecommunications and
IT sector dominates at 31%, followed by FinTech at 19.4%,

collectively representing over half of all VC activity and

signaling strong investor confidence in technology-driven
ventures within the Kingdom.

3. Emerging Financial Technology
(FinTech) in the Arab World

The emergence of Financial Technology (FinTech)
represents one of the most radical transformations
witnessed by the financial sector in the past decade,
having revolutionized the methods by which financia
services are delivered and consumed. This section
examines the conceptual foundations, growth drivers,
and the practical landscape of FinTech startups in the
Arab world.

3.1 The Concept and Growth Driversof FinTech

The term FinTech is term that combines both of
Financial and Technology, referring to the modern
technological applications used to enhance, develop,
and improve financial services. The concept emerged
in the late 1990s with the Internet revolution (Y aakoub,
2024). With time, FinTech expanded to include
artificial intelligence, blockchain, cloud computing, big
data analytics, and other modern technologies.
Hamdouch (2021) defines FinTech as applications that
use innovative technology to improve and automate the
delivery and use of financial services. Multiple drivers
have propelled its growth: high mobile phone
penetration reaching 100% in some Arab countries,
accelerating Internet usage, increasing customer
demand for faster financial services, and growing
governmental support across many Arab countries
(Yaakoub, 2024).
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Table 4: Key Driversof FinTech Growth in the Arab
World

Review of Futures Markets

Table4: Six principal drivers accelerating FinTech growth across the Arab world, demonstrating that the convergence of
technological infrastructure, demographic trends, and policy support creates a highly favorable environment for financial

innovation.
Driver Description Regional Evidence Impact Level
Mobile Penetration High smartphone adoption rates creating digital infrastructure for financia ~100% in GCC; 70-90% in wider MENA Very High
services

Internet Growth Expanding broadband and mobile internet access across populations Rapid growth in GCC; improving in North Africa Very High

Customer Demand Growing demand for faster, cheaper, more accessible financial services Unbanked populations seeking digital alternatives High

Government National strategies, regulatory sandboxes, and funding programs Saudi Vision 2030; UAE FinTech Hive; Bahrain FinTech High

Support Bay

Y oung Population Demographically young populations receptive to digital innovation 60-70% under 35 in most Arab countries High

Al & Blockchain Emerging technologies enabling new financial service models Growing adoption in UAE, Saudi Arabia, Bahrain Medium-
High

3.2 The Landscape of FinTech
Startupsin the Arab World

The Arab financia sector has undergone profound
transformations as a result of FinTech startup growth.
According to available statistics, the Arab world hosts
approximately 442 FinTech startups (Y aakoub, 2024).
These are distributed geographically in a markedly
uneven manner, with the UAE leading at
approximately 79% of al regional FinTech startups.
Saudi Arabia hosts 105 FinTech startups (46% of
national  startups), reflecting the Kingdom's
commitment to Vision 2030 (Y aakoub, 2024).

FinTech Startup Distribution Across Arab Markets (c. 2019)

Total: ~442 Startups
Other Arab _§
Countries - i
o 7- =

’ * o lsr\i)umber D??f?nTech Stfr?ups = = =
Figure 3: Horizontal bar chart illustrating the geographical
concentration of FinTech startups across Arab markets. The

UAE's dominant position (349 startups) reflects its advanced

regulatory environment, digital infrastructure, and strategic
government initiatives.

Table 5: FinTech Startup Ecosystem: Detailed

Country Comparison

Table 5: Detailed comparison of FinTech startup ecosystems across Arab markets, highlighting the UAE's overwhelming
dominance and Saudi Arabias significant national commitment to FinTech as a proportion of its total startup ecosystem.

Country No. of FinTech % of Regional % of National Strategic L eading Sectors
Startups Total Startups Framewor k

UAE ~349 ~79% High Diverse (multiple) Payments,
InsurTech

Saudi 105 ~24% 46% Vision 2030 Payments, Lending

Arabia

Bahrain ~30 ~7% Growing FinTech Bay Islamic FinTech

Egypt ~25 ~6% Emerging National strategy Payments, Lending

Other Arab  ~33 ~7% Low Varies Transfers, E-
services
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Table 6: Active FinTech Sectorsin the Arab World
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Table 6: Comprehensive overview of active FinTech sectors in the Arab world, with electronic payments commanding the
largest market share and crowdfunding representing the most nascent but promising sector for Islamic finance applications.

Sector Description Market Size/ Activity Key Players (Examples)

Electronic Digital wallets, mobile payments, POS Largest sector by volume  Apple Pay, STC Pay, Careem

Payments solutions Pay

Money Transfers Cross-border and domestic remittance services  High growth; large Sadam (KSA), Wise, Remitly
volumes

Digital Lending P2P lending, digital credit scoring Growing rapidly Beehive (UAE), Liwwa

InsurTech Digital insurance distribution and underwriting  Emerging Aqgeed (UAE), Bayzat

Digital Banking Neo-banks, digital-only banking services Accelerating Tamam (UAE), Liv (Saudi)

Crowdfunding Reward, equity, donation-based platforms

Nascent (3-5% of FinTech) Eureeca, Zoomal, Beehive

Table 7: Notable Arab FinTech Startup Funding
Rounds

Table 7: Selected notable Arab FinTech startup funding rounds illustrating the sector's attractiveness to investors. Tamam's

USD 30M and Ageed's USD 18M rounds demonstrate significant

investor confidence in the Arab FinTech ecosystem.

Company Country Sector Funding Amount  Key Achievement / Focus
Tamam UAE Digital Banking USD 30 million Digital financial services for underserved segments
Ageed UAE InsurTech USD 18 million Insurance technology platform for MENA consumers
Saudi Post  Saudi E-Payments Government- Electronic payment services advancing cashless
Arabia backed society
STCPay  Saudi E-Payments USD 200M+ (est.)  Leading digital wallet in Saudi Arabia
Arabia
Tabby UAE Buy-Now-Pay- USD 150M+ (est.)  BNPL platform expanding across GCC markets
Later

These successes serve as clear indicators that the Arab
FinTech sector possesses promising potential capable
of further development and growth, provided that
supportive environments and appropriate regulatory
frameworks are maintained. The diversity of sectors,
from electronic payments to InsurTech and digital
banking, demonstrates the maturation and breadth of
the regional ecosystem.

4. 1slamic Crowdfunding

Islamic crowdfunding represents one of the most
significant branches of FinTech, drawing its
foundations from Islamic Shariah. It combines
technological innovation enabled by FinTech with
strict adherence to the Shariah governance framework
governing all financial transactions in Islam. This
section explores the theoretical foundations, Shariah

governance, contractual instruments, practical realities,
and challenges of 1slamic crowdfunding.

4.1 The Theoretical Framework of Crowdfunding

Crowdfunding has emerged as one of the most
important financing tools generated by FinTech,
having revolutionized methods for raising financing for
innovative projects. It enables entrepreneurs to obtain
capital from a large number of individuas rather than
relying on traditional sources. Crowdfunding has been
defined as an innovative financing method through
which small amounts of capital are collected from a
large number of individuals, primarily via the Internet
using specialized electronic platforms (Belleflamme et
al., 2014). Crowdfunding manifests in four principal
types, each with distinct operational mechanisms and
return structures.
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Global Crowdfunding Volume by Type (2016)

Donation-based

Reward-based Equity-based

Lending-based

Figure 4: Globa crowdfunding volume distribution by type
(2016), illustrating that lending-based crowdfunding
dominates the market at approximately 50%, followed by
reward-based at 27%, while donation-based and equity-
based models account for smaller but significant shares.
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Table 8: Types of Crowdfunding: Comprehensive
Comparison

Table 8: Comprehensive comparison of four crowdfunding types, showing that conventional debt-based crowdfunding, while
the largest by volume, is fundamentally incompatible with Islamic Shariah due to its reliance on interest (riba), necessitating

the development of Shariah-compliant alternatives.

Type Mechanism Return to Financier Global Volume Risk Profile  Islamic
(2016) Compliance

Reward-based Products/servicesin exchange for Material rewards, pre-order ~USD 13.6B Low- Conditional

contribution access Medium
Donation-based ~ No return expected; charitable/social None (social impact) ~USD 3.5B Very Low Fully Compliant
Debt-based Lending through platform with interest Interest-based return ~USD 25B Medium Non-Compliant
(P2P)
Equity-based Ownership share in project/company Dividends, capital gains ~USD 7.5B High Conditional

4.2 Idamic Crowdfunding:
Concept and Shariah Governance

Islamic crowdfunding derives its foundations from
Islamic Shariah, committing to controls governing al
financia transactions. It avoids prohibited elements
such as riba (interest/usury), gharar (excessive
uncertainty), maysir (gambling), and gimar (games of
chance), while adhering to principles of justice,
transparency, and equality. Islamic crowdfunding is
restricted to financing Shariah-compatible projects and
is bound by jurisprudentialy validated contracts
including Murabaha, Mudarabah, Musharakah, ljarah,
Wakalah, and Sukuk.

Table 9: Islamic Financing I nstruments for
Crowdfunding
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Table 9: Six principal Islamic financing instruments applicable to crowdfunding platforms, demonstrating the rich diversity of
Shariah-compliant contractual models available for structuring crowdfunding transactions without recourse to interest-based

lending.

Instrument
(Arabic/English)

Contractual Mechanism

Application in Crowdfunding

Risk-Sharing Model

Murabaha (Cost-Plus Sale)

Mudarabah (Profit-Sharing)

Musharakah (Joint VVenture)

ljarah (Leasing)

Wakalah (Agency)
Sukuk (Islamic Bonds)

Sale at cost plus agreed profit margin; deferred payment
Partnership of capital provider + entrepreneur; profit shared per
agreed ratio

All partners contribute capital; share profits/losses proportionally

Lease of fixed assets with option to purchase

One party authorizes another to perform atask for afee

Certificate of ownership in underlying Shariah-compliant assets

Asset-based crowdfunding for
goods/equipment

Equity-style startup crowdfunding

Project-based crowdfunding with joint
ownership

Asset leasing crowdfunding (equipment,
property)

Platform-based agency crowdfunding services
Sukuk-based crowdfunding for large projects

Financier bears asset risk
Capital at risk; losses borne by
financier

Proportional risk sharing

Lessor bears ownership risk

Agent bears operational risk
Certificate holders bear asset risk

Table 10: Shariah Governance Requirements for
Islamic Crowdfunding Platforms

Table 10: Comprehensive Shariah governance framework for Islamic crowdfunding platforms, outlining seven essential
requirements from independent supervisory boards to income purification mechanisms, each with specific implementation and
verification procedures.

Requirement Description Implementation Mechanism Verification Method
Shariah Supervisory Independent board of qualified Shariah scholars Appoint board with defined terms and responsibilities ~ Board resolutions
Board

Project Screening All funded projects must be Shariah-compliant Pre-approval screening process with Shariah audit Shariah audit reports

Prohibited Activity Filter

Contract Compliance

Profit/Loss Sharing

Transparency
Purification Mechanism

No alcohol, gambling, riba, pork, or haram activities

All contracts must follow validated Islamic structures

Returns distributed per Shariah principles; no guaranteed fixed
rates

Full disclosure of terms, risks, and project status to all parties

Process to cleanse any inadvertently earned non-compliant
income

Exclusion list integrated into platform screening

Legal review by Shariah-qualified lawyers

Transparent cal culation methodology posted on

platform
Real-time dashboards and regular reporting

Periodic compliance
review

Contract documentation

Financial audit

User disclosures

Deduction and donation to charity with documentation  Purification records

4.3 The Reality of Crowdfundingin
Startup Financing in Arab Countries

Although they have a great deal of possible growth,
there are still many ways the crowdfunding industry is
young in the MENA region. Research shows that only
5% of al capital going into the FinTech space in the
MENA Region went through crowdfunding in 2017
(Bouzian & Souli, 2020), decreasing down to just 3%
in 2018 — both of these percentages show lower than
expected levels of success for crowdfunding. The low
percentages are largely due to: lack of regulations
governing different types of crowdfunding; poor digital
infrastructure; and relatively low levels of financia
literacy among the public.

Crowdfunding as a Share of FinTech Financing in MENA Region

share of FinTech Financing (%)

Year

3%

2018

Figure5: Bar chart illustrating the decline in crowdfunding's
share of FinTech financing in the MENA region from 5% in
2017 to 3% in 2018, a concerning trend that underscores the
sector's struggle to gain traction despite favorable
demographic and economic conditions.

Table 11: MENA Crowdfunding Financing Trends

1825



Sihem & Layadl

Review of Futures Markets

Table 11: Multi-dimensiona comparison of MENA crowdfunding sector performance between 2017 and 2018 benchmarked
against global leaders. The persistent gap with advanced markets across all indicators highlights the structural challenges

facing the regional sector.

Indicator 2017 2018 Trend Global Comparison
Crowdfunding share of FinTech financing 5% 3% Declining 15-25% (EU/US)
No. of crowdfunding platformsin MENA ~15 ~18 Slow growth Hundreds (US, UK)
UAE crowdfunding platforms 5 5 Stable Significant gap
Average funding per startup campaign Low Low-Medium  Slight improvement ~ USD 500K+ (US)
Regulatory framework maturity Nascent Developing Improving slowly Advanced (EU, UK)

UAE Crowdfunding Platforms by Type and Maturity

Zoomal -

YomConnect -|

LendME —

Beehive

Eureeca -

T T
20 40

o -

Reward

Donation

P2P Lending

P2P Lending

Equity

T
100

Qo
=]
o
=]

Relative Platform Maturity Index

Figure 6: UAE crowdfunding platforms classified by type and relative maturity. Equity-based platforms (Eureeca) and P2P
lending platforms (Beehive, LendME) lead in maturity, while donation-based (Y omConnect) and reward-based (Zoomal)
platformsremain at earlier developmental stages.

Table 12: Arab Crowdfunding Platforms:
Operational Overview

Table 12: Operational overview of crowdfunding platforms active in the Arab market. A notable observation is the absence of
platforms with full Shariah certification, despite the region's predominantly Muslim population and strong demand for Shariah-

compliant financial products.

Platform Country Type Shariah Compliance Target Market Year Launched
Eureeca UAE Equity-based Not certified MENA-wide 2013
Beehive UAE P2P Lending Not certified UAE/GCC 2014
LendME UAE P2P Lending Not certified UAE 2018
Y omConnect UAE Donation-based Partial MENA-wide 2017
Zoomal UAE / Jordan Reward-based Partial Arab region 2013

The COVID-19 pandemic spurred a dramatic increase
in interest in crowdfunding services throughout the
Arab region as project owners and start-ups sought to
pursue financing aternatives, due to tighter lending
conditions and reduced financing from traditional
banks. However, this sudden demand increase was not
followed by a similar increase on the supply side of

crowdfunding platforms, legidative frameworks or
investor involvement.

4.4 Challenges of Islamic
Crowdfundingin Arab Countries

Isamic crowdfunding faces diverse challenges
spanning legislative, regulatory, technical, and cultural
dimensions. The following analysis presents these
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chalenges systematicaly with quantitative impact
assessments.

Islamic Crowdfunding Challenges: Impact Assessment
(Scale: 1-10)

Digital
frastructure

Cultural
Awareng

Funding
Scale

Figure 7: Radar chart depicting the relative impact severity
of five principal challenges facing Islamic crowdfunding in
the Arab world, scored on a 1-10 scale. Regulatory gaps
score highest (9/10), followed by platform scarcity (8.5/10)
and cultural awareness (8/10), indicating that the most
critical barriers are institutional rather than technical.

Sihem & Layadl

Table 13: Challenges of | slamic Crowdfunding:

Comprehensive Classification

Table 13: Comprehensive classification and impact assessment of Islamic crowdfunding challenges, scored on a 1-10 severity
scale. The analysis reveals that legislative and regulatory barriers represent the most impactful category, with a mean severity
score of 8.5/10, followed by platform scarcity at 7.75/10 and cultural awareness at 7.75/10.

Challenge Category Specific Issue

Impact Severity (1-
10)

Affected Stakeholders

Proposed Mitigation

Legislative/ No unified legal framework across Arab countries; regulatory 9/10 Platforms, investors, Harmonized Arab crowdfunding

Regulatory divergence startups regulation

Legisative/ Absence of standardized Shariah governance protocols across 85/10 Platforms, investors AAOQIFI-aligned Shariah standards

Regulatory jurisdictions

Legidlative/ Legal uncertainty discouraging investor participation 8/10 Investors Investor protection legislation

Regulatory

Digital Infrastructure Weak internet penetration and digital accessin some Arab countries  7/10 Users, platforms Infrastructure investment; rural

broadband

Digital Infrastructure Cybersecurity risks and data protection concerns 75/10 Investors, platforms Cybersecurity standards and audits

Cultural / Awareness Limited knowledge of Islamic crowdfunding concept and benefits 8/10 General public, investors Financial literacy campaigns

Cultural / Awareness Investment culture favors real estate and gold over digital 75/10 Investors Awareness programs; success stories
instruments

Platform Scarcity Only ~5 speciaized platformsin UAE; almost none elsewhere 85/10 Startups, investors Incentives for platform creation

Platform Scarcity Existing platforms lack Shariah certification 7110 Islamic investors Shariah compliance frameworks

Funding Scale Arab startups secure significantly less funding vs. US/EU 75/10 Startups Cross-border Arab crowdfunding
counterparts networks

Funding Scale Platforms unable to mobilize large capital pools 7110 Platforms, startups Institutional investor participation

Conclusion and presents significant findings from this extensive

The study consists of an in-depth theoretical and
analytical review of Islamic FinTech as well as a study
on the relationship between Idamic FinTech and
startup funding in the Arab world. The study involves a
systematic investigation into 3 interconnected themes

investigation in the form of 13 data tables and 7
figures. The Arab world possesses significant potential
for Idamic FinTech development, supported by
favorable demographics, increasing digital penetration,
growing governmental commitment, and a large
Muslim population constituting a natural market for
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Shariah-compliant products. The UAE's hosting of
approximately 79% of regional FinTech startups and
Saudi Arabias SAR 548 million in VC investment
demonstrate the transformative potential of supportive
environments.

As mentioned earlier, there are still large gaps between
potentials and current actualities of the Islamic
crowdfunding industry in MENA - Idamic
crowdfunding currently represents a mere 3 to 5% of
total Fintech in MENA. The analysis highlighted five
core issues concerning Islamic crowdfunding:
regulatory fragmentation (9 on a severity level), few
platforms available (8.5), lack of cultural awareness
(8), inadequate digital infrastructure (7.5), and funding
scale differences (7.5). All five identified barriers to
access to Islamic crowdfunding interact with and
reinforce each of the other four barriers, indicating that
a unified, coordinated approach is required to
successfully address these issues. Recommendations
for action include: (1) the need to pursue harmonized
regulatory frameworks for Islamic crowdfunding by
Arab governments; (2) the need for urgent investment
in digital infrastructure and cybersecurity; (3) the
development of campaigns to raise financial literacy
through targeted outreach; (4) the establishment of
incentives to encourage the development of specialized
Shariah-compliant platforms; and (5) the creation of
unified markets for Islamic crowdfunding through
Arab cross-border cooperation.

Future research into the performance of existing
Islamic crowdfunding platforms, comparative studies
of flow regulations among different Arab jurisdictions,
challenges to Shariah governance in relation to
crowdfunding, and longitudina studies that track the
evolution of the Islamic crowdfunding ecosystem could
offer meaningful  contributions to improving

Review of Futures Markets

understanding of the interactions among regulatory
innovation, technological development, and market
development in the MENA region.
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