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From Financier to Partner: The Role of Islamic Banks in Incubating

Entrepreneurship
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Abstract: This study examined the role of Islamic banks in supporting and nurturing startups through a
transformation from the traditional financing model to a strategic partnership model. The study revealed that 47%
of startups failed in 2022 due to lack of financing, highlighting the importance of seeking innovative financing
alternatives. Islamic banks are distinguished by their philosophy based on profit and loss sharing through
instruments such as Mudarabah, Musharakah, and Murabahah, which align with the nature of entrepreneurial
ventures. The study covered three main axes: the first clarifies the difference between the traditional financier
model and the Islamic partner model, the second reviews the financing mechanisms and instruments suitable for
each stage of startup growth, and the third analyzes future challenges and opportunities. The study concluded that
Islamic banks possess significant potential to support entrepreneurship, but face challenges including limited
specialized products, high risk costs, and regulatory constraints. The study provided recommendations including
developing innovative products, capacity building, strengthening partnerships, and reforming the regulatory
framework.

Keywords: Islamic banks, startups, entrepreneurship, Islamic finance, Mudarabah, Musharakah, venture capital
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