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The Role of Financial Auditing in Enhancing Financial Transparency and
Attracting Islamic Financing for Startups: An Analytical Study in the
Algerian Context
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Abstract: This study aims to highlight the role of financial auditing as an effective mechanism to enhance financial
transparency in startups, thereby increasing their chances of obtaining Islamic financing in Algeria. Startups face
significant challenges in accessing finance, particularly from Islamic banks that require high levels of transparency
and financial disclosure due to the nature of their profit-and-loss sharing financing formulas. The study adopted a
descriptive-analytical approach through case studies of four Algerian startups that obtained Islamic financing,
along with interviews with officials from Al-Baraka Bank and Al-Salam Bank. The results showed that financial
auditing contributes significantly to building trust between startups and financiers, with 75% of institutions that
committed to periodic auditing obtaining financing under better terms (1.5-2 points lower cost, longer repayment
periods, fewer guarantees). The study also revealed a gap between Islamic banks' requirements and the actual
accounting practices in startups, with 60% not adhering to documented accounting standards, and 82% not
undergoing external auditing. The study recommended developing a simplified and low-cost audit model for
startups, government support for audit costs, and mandatory auditing for institutions seeking public or Islamic
financing.

Keywords: Financial Auditing, Financial Transparency, Islamic Financing, Startups, Algeria, Financial
Governance.
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