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Abstract

The shifting paradigm of the primary Islamic Banking product in America, the 
Shariah-compliant home financing product, has fallen into a developmental 
conundrum. In an attempt to capture a larger segment, current Shariah-
compliant schemes evolved to that which are void of Islamic attributes, 
fundamentally converging with that of the convention in function, form, and 
procedure. Correspondingly, a recent phenomenon in the present financial 
landscape, crowdfunding, has demonstrated an overwhelming resemblance to 
the teachings and methodology of Islam. This paper identifies the opportunity 
to create a home finance product centered around a non-interest bearing 
marketplace lending platform capitalizing on the pairing of respective 
attributes present in crowdfunding and Islamic Finance. Crowdfunding offers 
such attributes as cooperation, consultation, and altruism, while Islamic 
Finance offers such attributes as non-interest bearing, dissuading of debt, 
and conservative loan terms while being unambiguous. While hindrances to 
the implementation of such a model definitely do exist, such as the relatively 
high value of real estate and risk of default, the crowdfunding platform offers 
a resolution and could evolve the next generation of the Islamic home finance 
product to one fully compliant with Islamic teachings. Ultimately, Islamic 
home finance product developers are urged to advance the development of 
products that incorporate the innate Islamic attributes found in crowdfunding 
platforms1. 
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1. Introduction
Islam is a complete and integrated code of life encompassing all the affairs and 
interactions between individual and society, manifesting itself, in the communal aspect, 
as justice, brotherhood, and social welfare. 

Narrowing the focus, Islamic finance guidelines aspires to create the conditions 
which maximize the success of the individual, and society, by the incorporation of 

1 Although this paper aims solely to discuss the American Islamic mortgage, the relevancies can easily 
be extrapolated to other segments of finance.
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ethical values; such as justice, benevolence, moderation, sacrifice, consideration, and 
cooperation (Chaudhry, 1999). The Islamic approach to charitable givings, cooperative 
business agreements and the mandating of disclosure exemplifies the application of 
such attributes. 

Conversely, dealings [and contracts] that exploit, deceive, hoard resources or guarantee 
gain without liability are Islamically unlawful. 

The dominant product of the Islamic Banking sector demonstrated in America, the 
Shariah-compliant home finance product, has seen a steady regression towards the 
conventional counterparts. 

Critical examination of the paradigmatic history of the models of American Islamic 
home finance will show that the early methods of home finance implemented were highly 
altruistic, cooperative and conforming with the character of Islam. The subsequent 
shifts slowly removed Islamic attributes while introducing prohibited elements into 
the transaction. Ultimately, the current products resemble, in form and function, that 
of the conventional product, laden with prohibited issues and not consistent with the 
spirit of Islam.

The shifting of the Islamic home finance paradigm has seen several definitive stages. 

a. Immigrant Lending Model

Immigration of Muslims to America increased rapidly following the adoption of the 
Immigration and Nationality Act of 1965 [Hart-Cellar Act] (Arab American National 
Museum, 2010).

Having no established credit or employment, obtaining financing using traditional 
methods would prove to be difficult for the newly immigrated Muslim. As a result, 
to facilitate financing, immigrants would simply borrow from family and friends 
[often referred to as intra-family or marketplace loans]. Intra-family lending was not 
inordinately novel as it was a prevalent method of finance in the respective home 
countries of the immigrants. Such loans enabled immigrants to purchase businesses 
and homes in lieu of unattainable traditional bank financing. The terms of lending were 
typically very short and interest was low, or for the Islamically inclined, not present. 
This method encapsulates the crux of Islamic teachings. 

The benefits of such intra-family lending were considerable for the borrower as the 
process was relatively straightforward and did not consider typical bank requirements 
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such as credit scores and debt to income ratios. Underwriting consisted of the assessment 
of character [status], relative financial aptitude, and relevant payment history of 
the borrower. If the loan pertained to a business, assessment of the feasibility was 
conducted by the lender, as both parties shared a vested interested in the entrepreneur’s 
success. Simply written contracts were utilized, if any, which contained no ambiguity. 
Unsecured by nature, recourse methods would be very limited or difficult to execute.

The degree of success of obtaining finance ultimately depended on the network [family 
and friends] of the borrower. The proximity of new immigrants, geographically and 
ideologically, helped facilitate cooperation and support. However, the foundation of 
intra-family lending revolved around the beneficent nature of the lender, as well as a 
desire for the success of their fellow compatriot. 

Although not as commonplace as the past, Americans continue to utilize intra-family 
lending as a method of finance (Board of Governors of the Federal Reserve System, 
2013); ‘Other’ lending amounts to over 6%, part of which would constitute loans 
between friends and family.

b. Community Bank Loans / Relationship Banking

As immigrants settled and assimilated, they established accounts and relationships with 
[Thrift and Community] banks, which led to the progression of cross-selling financial 
products to consumers, e.g., loans by the bank. The loans were created through financial 
intermediation, in which the bank utilized actual funds held, within the institution 
deposit accounts, to originated interest bearing [commercial, industrial and consumer] 
loans. The banks also had a sufficient level of reassurance against the default risk as 
the real estate loans were collateralized; the borrower pledged the asset as recourse to 
the lender in the event of default. Community banks also had the flexibility to lend to 
individuals with less than prime credit worthiness. Subsequently, the banks did not 
face much competition in creating such loans, which kept the interest rates relatively 
high (Hubbard & Anthony, 2012). 

Enabling the trend away from intra-family lending, borrowers were enticed by the ease 
of access of bank funds. The amount of funds to be borrowed was no longer dependent 
upon the network of friends and family of the borrower.

Compounding the shift away from intra-family lending was the risk of default as it 
was difficult for personal lenders to collect. Faced with the looming threat of default, 
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juxtaposed to the secure option of bank accounts, stock holdings or business ventures, 
lenders shifted the focus from that of benevolence to that of yielding returns. 

The availability of bank financing introduced interest into the mechanism of borrowing 
as well as other factors associated with borrowing funds, such as excess leverage, an 
increase in spending and a reduction of savings (Ayub, 2009).

c. Permissibility Out Of Necessity (Ruling Of The Fiqh Council Of North 
America) 

The ensuing shift came about as immigrants built up suitable credit. Loans obtained 
from community banks declined in favor of conventional real estate loans; loans which 
are ultimately purchased by a government-sponsored enterprise [GSE] such as Fannie 
Mae and Freddie Mac. Conventional loans offered more favorable rates, longer terms 
and higher LTV’s for creditworthy borrowers. This trend continues to this day as the 
percentage of commercial and consumer loans continue to decrease while real estate 
loans increase (Federal Reserve, 2010). 

Subsequently, Muslims [conscious of interest] sought clarification from scholars 
regarding the permissibility of American home finance products.

As a direct result, in late 1999, the Concluding Declaration of the First Fiqh Conference 
of the Fiqh Council affiliated to the League of Shari’ah Scholars of North America 
stated that, ‘where a Shari’ah compliant alternative is not available, and a Muslim 
wants to own a house, via a bank mortgage, most of the participants take the view that 
it is allowed to own the house via a mortgage from the bank, due to the need, which is 
treated as a necessity (Al-Sawi, 2001).’

The council acknowledged the prohibition of interest, however, based on necessity, 
most participants permitted the adoption of the mortgage. Further recommended was 
that efforts continue to create Islamically acceptable alternatives and to support and 
strengthen Islamic groups, banks, and organizations working towards such goals.

The opinion of the council did not convince the staunch opponents of interest. As a 
result, individuals who did not feel comfortable with the ruling continued to avoid 
mortgages. Those who felt comfortable, or indifferent, generally obtained a mortgage 
with the associated attributes. 

d.Islamic Contracts

Following the recommendation of the First Fiqh Conference, the next phase of 
evolution focused on the methodology of the loan. The formation of Islamically 
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‘compliant’ method, based on contracts, followed. Most common were forms of ijara 
(lease to purchase), murabahah (cost-plus sale) and musharaka (partnership). Such 
contracts existed elsewhere before gaining traction in the US [such as Al-Baraka Bank 
in London] after notable scholars, such as Qaradawi, issued rulings in favor of the 
mechanism implemented (ElGamal, 1990). 

The pioneers were Islamic banks acting as financial intermediaries; funds borrowed 
would correspond directly with the capital [deposits in the form of profit sharing 
accounts] raised and obtained from investors. The Islamic banks would then purchase 
real estate with the homebuyer, based on the acceptable methodology, in which there 
was no mention of interest (Zyp, 2009). 

The amount of loans written were directly correlated to the finite working capital. 
As a result, severe bottlenecks developed as the products gained more popularity. 
Further impeding the growth was that the cost of obtaining the Shariah-compliant 
home financing product was greater than the conventional mortgage; as additional 
administrative costs encircled the Islamic contract. The contracts also required a 
higher down payment versus conventional loans. Consequently, scholars [circa 2001] 
issued opinions permitting conventional versus Islamic mortgages as ‘reasonable’ 
alternatives were not available; if Islamic mortgage were unattainable for a potential 
homeowner, or the Islamic providers were so few that dealing with them would be 
more risky, it would be permissible for the Muslim consumer to utilize conventional 
finance (Delorenzo, 2001).

Although mortgages took a clear step in the Islamic direction [via acceptable contracts 
and intermediation], limiting factors, such as capital and higher cost, made it difficult 
to increase market share. 

e. Securitization of Islamic Mortgages 

The most recent shift of the lending paradigm took place in order to resolve the capital 
influx conundrum. Islamic home finance providers created strategic alliances with the 
GSE’s, in which loans created by the Islamic providers were immediately purchased by 
the GSE’s, effectively removing the capital limitations. Subsequently, this translated 
to unlimited funds to lend, lower costs, and larger product selection when securitized 
in the secondary market.

Following the GSE alliance, LaRiba, a pioneer of the contract method, expanded its 
market share from 2-3 homes per month to more than 50 per month! In addition, the 
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product base also expanded to include other options available by the GSE’s, such as 
higher leverage options. Meanwhile, companies that avoided the secondary market 
affiliations retained a limited market share. Ameen Housing, a successful mortgage co-
operative, can only support approximately 20 homes per year due to the dependence 
on actual cash deposits.

The increase in market share, for Islamic providers, came at a cost of sharp criticism 
as the product highly resembled the conventional market alternatives (Abdul-Rahman, 
2014). As the method of affiliation with the GSE’s became better understood, scholars 
reconsidered the involvements of the GSE’s and advised borrowers to find an 
alternative. This view became more mainstream following the release of the opinion of 
the Assembly of Muslims Jurists of America (2014).

The AMJA opinion [regarding ALL current home finance models involved with the 
GSE’s] is quite clear as these mortgages fall into one of two categories; 

1. to fully avoid the contracts as “their contracts are no more than offshoots 
of traditional interest-based loans or simply a form of impermissible legal 
stratagem to get around the prohibition of interest.” 

2. to use said contracts in the presence of need as “their contracts contain some 
forbidden components, such as invalid clauses, inequity, undue risk, unknown 
quantities and the like.” 

Not addressed in the AMJA opinion is the mechanism employed by the GSE’s in 
the purchasing of mortgage contracts in the secondary market; discounting, which is 
unequivocally impermissible in Islam. 

The one provider that AMJA awarded a favorable rating, Ameen Housing, does not 
involve itself with the GSE’s. However the adherence to the standard conventional 
benchmarks [not addressed in the AMJA opinion], and subsequent negative attributes, 
should be noted (Suleiman, 2015). 

Even prior to the AMJA opinion, the American Muslim masses had yet to endorse 
Islamic home finance models. A survey by HBSC [2002] showed that less than 10% of 
US Muslims used Islamic based services; and only 4% had Islamic mortgages - while 
64% identified as not having Islamic mortgages. Mahmoud El-Gamal, chair professor 
of Islamic economics at Rice University in Houston, commented, “I will be among 
the first to admit that the terms ‘Islamic banking’ or ‘Islamic finance’ can be quite 
misleading, given the many similarities between Islamic and conventional financial 
contract (Malik, 2002).” 
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The most favorable view of the mainstream GSE affiliated Islamic home finance models 
could be that the contracts remove interest between the Islamic mortgage provider and 
the borrower [the primary market] while leaving the interest-laden dealings between 
the Islamic mortgage provider and the GSE’s [secondary market] untouched. While it 
is quite commendable that tremendous amounts of work and effort have been put into 
such contract, the lack of disclosure and concealment of such details encroaches upon, 
if not fully engulfs, deceptive practices. 

The observed regression of Islamic home financing to the convention removes the 
Islamic attributes of lending from home financing and instead focuses solely on 
business partnerships and/or leasing. While it is entirely permissible to engage in 
business contract models to finance a home purchase, the stifling of actual lending can 
be problematic; even more so with the noted deficiencies realized with the securitization 
of Islamic home finance contracts. Accompanying the convergence of products are the 
inherent issues of conventional financing, such the increase in consumption coupled 
with a decrease in savings (Suleiman, 2015).

The next phase of evolution of the Islamic home financing model must focus on 
evolving Islamic products into one that aims for the instituting of Islamic ideals and 
attributes into the fabric of the product. A trend developing in the financial sphere 
could pose a significant opportunity for product developers to create a new paradigm 
of Islamic lending. 

2. The Crowdfunding Effect On The Current American Finance Landscape 

The collaborative economy is defined as an economy built upon a distributed network of 
connected individuals and communities working together, contrasted with centralized 
institutions, redefining how individuals and companies produce, consume, finance and 
learn (Botsman 2013). Crowdfunding, a subset of the financial component, is a method 
in which a large number of individuals fund a project, activity or cause.

Leveraged by a technological platform, individuals seeking capital could solicit 
investors in aggregate with funds as modest as $5. 

Elements of the crowdfunding methodology possess attributes that are fully in line 
with Islamic concepts and ultimately Islamic business and social principles. Such 
interlinked attributes can be summarized as follows;

1. Cooperation. Fundamental to the collaborative economy is the collaboration 
and participation of individuals with identified resources. The syncing, sharing 
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and distribution of the respective resources and assets, benefit both parties. 
The fostering of such mutual cooperation is the nature of Islamic teaching and 
business practice. Conversely, there is a stern warning relayed, in the Quran, 
to one who chooses not to promote mutual cooperation; It is He who made 
you the vicegerents of the earth and raised some of you in ranks over others 
so that He may test you in what He has given you. Surely, your Lord is swift 
in punishing, and surely He is Most-Forgiving, Very-Merciful (Quran 6:185).

2. Consultation. A benefit of mutual cooperation and active involvement is the 
support and assistance of others. Such vested interest transpires with the 
consultation of others who may possess an innate ability required for the 
success of an endeavor. Accordingly, the contribution of the business and 
intellectual resource is an attribute of those who believe and place their trust 
in Allah; And those who have responded to their Lord (in submission to 
Him), and have established Salah, and whose affairs are (settled) with mutual 
consultation between them, and who spend out of what We have given to them 
(Quran 42:38).

3. Altruism [benevolence]. An additional benefit of mutual cooperation in the 
sharing economy is the endorsing of an altruistic culture. Such altruism is 
the ‘Golden Rule’ shared by Muslims as conveyed in the Prophetic saying, 
“None of you [truly] believes until he loves for his brother what he loves for 
himself.” Similarly, many faiths and philosophies share the same outlook 
(Anthony, 1979). An added benefit of said altruism is multiple health benefits 
and happiness (Post & Neimark, 2008). 

4. Individual empowerment. The culmination of cooperation, consultation, and 
altruism lead to individual empowerment towards striving for success and 
self-actualization. The fulfillment of self-actualization is incumbent upon 
individuals in order to reach their given potential. This concept is consistent 
with Islam, and other religions, as man is a vicegerent on the Earth (Ozsoy, 
2010). Said fulfillment of this responsibility requires individuals to reach their 
given potential.

5. Spawning enterprise. Moving beyond individual development, the sharing 
economy affects the much larger community. Small businesses are key players 
in regional and national economies as they generate employment, increase 
tax revenue, raise the standard of local living and fostering innovation. They 
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also counter the effects of monopolistic enterprises by offering higher quality, 
greater efficiency, and improved customer service. Along with the economic 
benefits, the creation of business, via cooperation and consultation, establishes 
an alternative to interest; as exhibited by the final stage of the ban on interest; 
providing an alternative to interest-based transactions (Rosly, 2005).

6. Circulation of wealth. Circulating wealth, and expanding said circulation, 
increases the health of an economy, improves the life of the citizens and 
invigorates the economy (Wen & Arias, 2014). This hedge against hoarding 
transforms idle resource into a usable resource, which is a concept that is the 
crux of Islamic teachings (Asad, Elatrash & Farooq, 2014). 

7. Bank alternative. Crowdfunding, coupled with technology, has provided an 
alternative to banks, and the respective negative attributes from the lending 
equation, by unifying the lender and borrower directly. The removal of 
intermediaries has increased efficiency and reduce the cost by 60% (Leech, 
2014).

Currently, there are several models of crowdfunding; the reward, lending, and equity 
models (Bannerman, 2013). All models require the entrepreneur [seeker of funds] 
to create a profile on the respective technology platform. The profile introduces and 
outlines the purpose of the request, e.g., production of a product, social cause or 
activity. Included in the profile would be any relevant business documents; business 
plan, background information, and industry experience. Funders consequently browse 
the listing on the respective technology platforms and select ventures to engage with. 

a. Reward Model2 

In this model, the entrepreneur sets a target amount and duration for the solicitation of 
funds. Funders commit to a monetary contribution in the form of a grant, pre-purchase 
or in lieu of a reward. The grant variation is an unadulterated gift encapsulating all 
the beneficial attributes of crowdfunding. The pre-purchase variation is simply a pre-
purchase of the product upon successful completion. The reward variations offer 
rewards, such as intangible items [early access to an event], but often include the item 
being produced, and/or a discount on the product. While encompassing the beneficial 
aspects of crowdfunding, the prepurchase and reward models can be viewed as a 

2 Donation, reward & pre-purchase models are often separated, however, grouped here 
together for simplicity
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purchase transaction. In all variations of the reward models, funders do not receive 
any financial return or equity in the venture. Typically the facilitator charges a fee 
ranging from 3-5%. Kickstarter.com and IndieGoGo.com are successful examples of 
this model type. 

b. Lending Model 

There are two variations of this model; interest and non-interest based.

With the Interest Based model [often referred to as marketplace lending or peer to 
peer lending; p2p], the technology provider assesses the financial feasibility of the 
entrepreneur/borrower and subsequently adjust the interest rate in accordance with the 
risk. Investors purchase segments of the respective loan, with the respective anticipated 
rate of return, and can diversify their investments by purchasing a wide array of loans 
across different investment grades, in amounts as low as $25. Loans typically range 
from $500 to $35,000. Loans created are unsecured personal loans with no collateral. 
Recourse does exist with civil enforcement methods. The originator charges a fee for 
formation and service; underwriting [3-5%] and servicing [1%]. Pioneers in this model 
are such sites as LendingClub.com and Prosper.com whose largest segment are loans 
consolidating debt. 

The interest-based lending models focus on the respective revenues, as unsecured 
lending demands a higher return due to the accompanying higher risk. Similar to 
personal loans created by mainstream banks, the primary beneficiary of this model is 
the disenfranchised borrower and investors seeking higher returns on capital.

Non-Interest Based Models operate similarly, however, are limited to socially beneficial 
and/or responsible ventures. Loan amounts are lower and origination expenses are often 
offset by the lender or donations. Similar to the Reward Model, loans are unsecured 
and lenders do not receive any financial return or equity, and in this case, no interest, 
of the venture. This model exemplifies Islamic lending at its finest. Kiva.org fits in 
the non-interest model, however, they loan investor funds to institutions that extend 
interest bearing loans. 

c. Equity Model 

Small business and startups solicit funds from investors in the form of an equity stake 
[it could also be straight debt, a convertible note or revenue sharing] in the venture. 
Similar to the interest-based lending model, the driving factor of the equity model is 
revenue. While all mainstream proponents of this model are regulated under securities 
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laws, there does exist an exemption to the law in the event no profit is expected, i.e., 
the maximum amount the investor could receive is the initial contribution amount 
(Bradford, 2012). Similar to the other models, the technology provider charges a 
percentage upon successful funding. Sites of this model type are Crowdfunder.com 
and EquityNet.com. Real Estate Crowdfunding is also an example in which investors 
can own a stake in a property with an investment objective. 

While there has been a growth in the Islamic Crowdfunding sector, the current 
participants simply target Muslim entrepreneurs and funders. They can be summarized 
as an ecosystem for Muslims, by Muslims in which Muslim funders support projects 
that do not engage in impermissible activities. However, the Islamic Finance product 
developer must move beyond the technique of re-branding financial mechanisms with 
an Islamic label.

The question facing product developers should be, ‘Can the technology and 
methodologies implemented in crowdfunding be harnessed to shift the paradigm of 
Islamic home finance back to lending?’

There has yet to be a mainstream non-interest marketplace lending platform, Islamic or 
not. The introduction of such a platform could disrupt the current conventional home 
finance paradigm.

3. The Opportunity

The initial home financing mechanisms utilized by immigrants, i.e., intra-family 
lending, fully embraced Islamic lending and social principles despite lacking any 
technology or third party involvement. The scaling of this rudimentary model, while 
filling the void of non-interest bearing marketplace loans, could conceptually be 
utilized for home financing. 

There are limitations to widespread implementation of a lending model that 
crowdfunding techniques could help resolve:

1. Degrees of separation. Lenders of intra-family loans are often limited to the 
solicitation of funds within the network of the borrower. With the current 
values of real estate, obtaining funds large enough to purchase a house may 
be improbable if limited by the immediate network of friends and family. The 
crowdfunding model, leveraged with technology, is the natural counter to the 
impasse as borrowers have the infinite reach of the internet. Americans have 
embraced crowdfunding models and methodology as evident by the numbers; 
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2014 crowdfunding totals nearly $9.5B in America and over $16.2 globally, 
with business and entrepreneurship claiming 65% and social causes at 32%. 
Total estimated figures for 2015 are over $34B (Massolution, 2015). While the 
trend of triple digit growth may not continue for 2016 and beyond, the figures 
demonstrate that crowdfunding models do garner significant support. 

2. The default dilemma. The uncertain recourse upon default severely undermines 
the altruistic aspect of non-interest lending. Collecting defaulted funds can 
prove to be time-consuming and difficult for creditors, as there exists an 
industry built upon the evasion of creditors. The stifling of funds to lend, due to 
the default risk, could be circumvented in real estate transactions by securing 
the loans against real estate. Loan terms, such as lower loan-to-value ratios, 
could help further protect the lenders, in the event of default, with market price 
shifting.

3. Inadequate underwriting. Often contributing to the default dilemma has been 
insufficient underwriting of the borrower. Establishing adequate assessment 
of a borrower, coupled with focusing on borrowers with very good credit 
history, has been shown to lower default rates (Bhardwaj and Sengupta, 2001). 
Crowdfunding sites, such as Lendingclub.com, periodically change their 
underwriting standards to remove the highest risk borrowers. 

4. Revenue focus. Any lending model can only succeed with the injection of 
adequate capital. The focusing of stagnant funds on revenue effectively 
removes funds that could be used for lending. The challenge will be to have 
the lender forego a profit yielding investment. Islamic scholars have identified 
this predicament as a negative attribute associated with interest; it prevents 
the creation of interest-free loans as the lender expects to realize a gain (Al-
Fawzan, 2005). The eradication of this hindrance could be the innate altruistic 
attribute of crowdfunding as witnessed with non-interest bearing site Kiva.
org. Coupled with the rectification of the above limitations, further facilitation 
could be the educating of potential lenders of the trust associated with handling 
personal funds.

The pairing of Islamic attributes and crowdfunding could quite possibly evolve the 
current American Islamic home financing from that whose focus is on a few items, 
primarily interest aversion, into a product that fully embraces ALL Islamic financial 
teachings. The encapsulating of the entirety is reflective of the command, “Oh you who 
believe, enter into Islam in its entirety; completely and perfectly (Quran 2:208). 
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In addition to the characteristics currently demonstrated with crowdfunding, an Islamic 
home finance option should conceptually also manifest the following attributes; 

1. Non-interest lending based. All current Islamic options for home finance are 
partnership and/or lease centric. While partnerships and leases are entirely 
permissible, the contracts currently utilized in the home finance model have yet 
to provide an option fully compliant with Shariah. Non-interest based bending 
can be fundamentally simple, resulting in a product that could potentially 
encompass all beneficial attributes of Islamic Finance. 

2. Dissuade the culture of debt. While debt is not impermissible, there are negative 
results associated with excess leverage and spending found in conventional 
financing methods, as well Islamic options that mirror conventional products. 
Contentment and moderation are analogous with an Islamic lifestyle. In lieu 
of such moderation, the cultivation of charitable spending becomes difficult. 
Education is the key to counter the conceptions of consumerism and the 
culture of excessive borrowing and spending that constitute the backbone of 
capitalism. Islam engages in moral education and training in order to create a 
spirit of cooperation, mutuality, and assistance among its followers. 

3. Conservative loan terms. In collaboration with the above aspiration, 
conservative terms, such as short-terms and low loan to value ratios, could 
effectively discourage the culture of debt, while also addressing the default 
dilemma. Such terms are nothing new to Americans, as they were the norm 
prior to the formation of the GSE’s. Conservative terms also target prime 
borrowers, as they need a sizable down payment, which also helps to quell the 
default rate.

4. Remove all traces of ambiguity and deception. Current bank financing 
agreements can be in excess of ten pages. As a result, banks have capitalized on 
the opportunity to bury details and practices that are deceptive and illegal, and 
as a result have faced billion-dollar settlements (Barnett, 2010). A non-interest 
loan secured by real estate is relatively straightforward. The piecemeal lender 
aspect would require an additional procedure, however, could be handled in a 
number of varying methods.   

5. Not necessarily competitive. Competitive products pose an interesting 
dilemma; How can you compete with a product that incorporates Islamically 
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forbidden elements? More importantly, should you attempt to compete with 
such a product? The current driving factor behind product development has 
shifted towards capitalization of market share, by developing products that 
highly mimic that of the convention, in lieu of the development of a product 
that encapsulates Islamic ideology. The corresponding increase in market 
share comes at the expense of regressing toward the conventional counterpart. 
Correspondingly, the detrimental effects of the conventional products ensue 
(Suleiman, 2015). While the goal should remain to capture larger segments 
of market share, the adherence to Islamic ideals should remain of primary 
concern.

Notwithstanding the hindrances of changing an industry fully entrenched in the 
American society, Islamic influence will continue to impact the financial sector. 
However, the design of influence is slow implementation coinciding with education, 
as demonstrated with the Quranic injunctions pertaining to interest (Rosly 2005).

Such large paradigmatic shifts may seem daunting, nonetheless, they have historically 
taken place in the American financial sector; the establishment of Credit Unions was 
to change the paradigm of the role of the traditional brick and mortar bank. As a result, 
they became successful in their niche.

4. Conclusion

Often overlooked, in the initial mainstream rulings pertaining to home financing, was 
the recommendation to continue to work to create and support Islamic alternatives 
for financing. The last significant development [introduction of Shariah-compliant 
contracts] brought to the market was over 15 years ago. This stagnation has allowed 
Islamic scholars to better understand the nuances of the Islamic mortgage contract 
mechanism, and as a result, issue a negative opinion concerning the GSE affiliated 
Islamic home finance models. 

The current antipathy of the banking sector in America has resulted in American’s 
exploring alternative methods of finance. As a result, crowdfunding has emerged as a 
front-runner innovating the way Americans lend, borrow and invest funds. Similarly, 
the upsurge in Islamic finance over the past decade is a direct result of discontentment 
with the conventional economic products (Khan, 1994).

With the current rise and success of crowdfunding and the inherent Islamic attributes 
associated, a compelling opportunity now exists to create the next paradigm of Islamic 
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home finance based on a non-interest bearing marketplace platform which capitalizes 
on the beneficial social and technological aspects of crowdfunding coupled with Islamic 
attributes. The impediments of marketplace lending can be successfully eliminated 
by the development and incorporation of a crowdfunding platforms focused on home 
finance secured by real estate.The net result would be a product that is cash based, 
interest-free, contractually unambiguous, promotes lending, prevents hoarding and 
increases in benevolence; all Islamic attributes that are not present in any mainstream 
home financing mechanism.

Islamic finance product developers now have an opportunity to overcome the 
conundrum of creating products that merely mimics the competition [in substance and 
capacity], and create a home finance product that encapsulates Islamic principles such 
as altruism and mutuality. The opportunity does now exist to create a platform that 
embodies Islamic ideals which will have the potential to influence areas beyond that 
of economic activities. 

References
Abdul-Rahman, Yahia. (2014). The Art of RF (Riba-Free) Islamic Banking and Finance: Tools 
and Techniques for Community-Based Banking (pp. 198). John Wiley & Sons.

Al-Fawzan, S. (2005). A summary of Islamic Jurisprudence.

Al-Sawi, S. (2001). A Polite reconsideration of the fatwa permitting interest-based mortgages 
for buying homes in Western societies.

Antony, F. (1979). A Dictionary of Philosophy (pp. 134). Pan Books in association with The 
MacMillan Press. 

Arab American National Museum. (2010). Arab Americans an integral part of American 
society. Dearborn, MI.

Asad Ibrahim, A., Jamal Elatrash, R., & Omar Farooq, M. (2014). Hoarding versus circulation 
of wealth from the perspective of maqasid al-Shari’ah.International Journal of Islamic and 
Middle Eastern Finance and Management, 7(1), 6-21.

Assembly of Muslims Jurists in America. (2014, Oct 14). AMJA Resident Fatwa Committee 
resolution about Islamic Home Financing Companies in the US. Retrieved from amjaonline.
com.

Ayub, M. (2009). Understanding Islamic Finance (Vol. 462). John Wiley & Sons.

Bannerman, S. (2013). Crowdfunding culture. Journal of Mobile Media, 7(01), 1-30.

Barnett, H. C. (2010). And some with a fountain pen: Mortgage fraud, securitization and the 
subprime bubble. HOW THEY GOT AWAY WITH IT: WHITE-COLLAR CRIME AND THE 
FINANCIAL MELTDOWN, Columbia University Press, Forthcoming.



Crowdfunding and the Opportunity Presented in the American Islamic Home ..... 137

Bhardwaj, G., & Sengupta, R. (2011). Credit scoring and loan default. Federal Reserve Bank of 
St. Louis Working Paper Series, (2011-040).

Board of Governors of the Federal Reserve System. (2013). 2013 Survey of Consumer Finance 
Chartbook. Washington DC: Federal Reserve.

Botsman, R. (2013). The sharing economy lacks a shared definition. Fast Company.

Bradford, C. Steven. (2012). Crowdfunding and the federal securities laws. Columbia Business 
Law Review 2012.1.

Dehner, J. J., & Kong, J. (2014). Equity-Based Crowdfunding outside the USA. U. Cin. L. Rev., 
83, 413.

Delorenzo, Yusuf Talal. (2001, Mar. 13). Mortgages for a Home. Retrieved from Muslim-
Investor.com.

ElGamal, Mahmoud. (1990). Translation of Selected Fatwa of Al-Baraka Seminars - Seminar 
6 [text]. Retrieved from www.lariba.com/fatwas/qaradawi.htm.

Federal Reserve. (2010). Statistical release. 

Hisham, S., et al. (2013). The Concept and Challenges of Islamic Pawn Broking (Ar-Rahnu). 
Middle-East Journal of Scientific Research 13, 98-102.

Hubbard, R. Glenn, and Anthony Patrick O’Brien. (2012). Money, banking, and the financial 
system (pp. 286). Pearson.

Khan, Muhammad Akram. (1994) An introduction to islamic economics (Vol. 15) International 
Institute of Islamic Thought (IIIT).

Leech, C. (2014). P2P Lending: Opportunity & how to invest. Liberum Capital Limited

Malik, Naureen S. (2002, July 1). Interest-Free Financing for U.S. Muslims. Retrieved from 
abcnews.go.com

Massolution. (2015). 2015CF Crowdfunding Industry Report. 

Ozsoy, Z. (2010, March-April). A True Understanding of Self for Self-Actualization. (2010) 
The Fountain Magazine, 74.

Post, S. & Neimark, J. (2008). Why good things happen to good people: How to live a longer, 
healthier, happier life by the simple act of giving. Harmony Books.

Rosly, S. A. (2005). Critical issues on Islamic banking and financial markets. Author House.

Suleiman, H. (2015). The Islamic Implication of the Standard Benchmarks in the American 
Islamic Mortgage Product. Journal of Islamic Banking and Finance, 3(2), 25-29.

Wen, Y & Arias, M. A. (2014). What does money velocity tell us about low inflation in the U.S. 
Federal Reserve Bank of St. Louis.

Zyp, V. L. (2009). Islamic finance in the United States: Product development and regulatory 
adoption (Doctoral dissertation, Georgetown University).


