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Abstract:

The world is moving towards sustainable
development and solutions we bring must
contribute to economic prosperity in way
which does not break social equity. Islamic
social finance can help rural development in
developing economies, while in the domain of
agri finance, Islamic FinTech may pave the
path for influencing agricultural financing
efforts in developing countries. Here, we
discuss how Mugharasah can take advantage
of Islamic social finance especially FinTech
for local and rural sectors of the agricultural
economy in Bangladesh towards sustainable
development. Mugharasah, a mutual risk
profit-sharing  based Islamic  finance
partnership, could be one of the viable
substitute for financing sustainable agricultural
growth in terms of either access to credit or
technology facility.

This is analyzed that, speaks of integrating
Mugharasah into Fintech solutions to form a
financial ecosystem; for inclusive and
sustainable development of rural farmer. It
also provides an insight into the different
challenges encountered by rural farmers,
scarcity of capital, financial exclusion,
exposure to natural/rain risk etc. The present
paper discusses shariah-compliant fintech
models by which digital platforms may
provide efficient, transparent and scalable
finance that is shariah compliant as well
including environmentally friendly financing.
The study also analyses the ways in which
Mugharasah led FinTech support can improve
agricultural  productivity, natural resource
management and climate risks adapting with
access to climate-smart technologies, digital
agriculture services, capacity building. an you
can look at some Mobile Banking, Blockchain
and the eventual Smart Contract that may
allow Agro-Farmers sign up a profit sharing
agreement with guaranteed return. They will
gradually wean themselves off the traditional
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money-lenders who have made them poorer
over years.

The paper concludes with the types and levels
of support policy makers, financial institutions
and FinTech entrepreneurs may consider in
bringing FinTech-supported Mugharasah to
rural Bangladesh. The design of regulatory
environment may be adopted the Islamic
finance in rural agricultural development,
developments of tailor made digital platform
for reach and impact on rural farmers,
partnership ~ among Islamic  financial
institutions, fintech firms and agriculture
entities, etc. This research strives to contribute
toward the fulfillment of UN SDGs through
aligned technology and Islamic finance
principles, specifically in alleviating poverty
and promoting rural-inclusive development.

Keywords: Islamic social finance, sustainable
development, Mugharasah, fintech, rural
agriculture, Bangladesh, financial inclusion,
Shariah-compliant ~ finance, climate-smart
agriculture, mobile banking, profit-sharing,
sustainable economic growth.

1. Introduction

In the 21st century, sustainable development
has been presented as a shared responsibility-
notably with regards to the UNs (United
Nations) 2030 Agenda for Sustainable
Development. Stimulating inclusive economic
growth, taking into account the respect for the
environment, and social equity as well as
poverty eradication are inspired by the
Sustainable Development Goals (SDGs). Of
these, SDG 1 (No Poverty), SDG 2 (Zero
Hunger), SDG 8 (Decent Work and Economic
Growth) and SDG 13(C ) are especially
important for rural economies in the Least
Developed Countries where agriculture is still
the basis of livelihoods [United Nations,
2015].
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A country like Bangladesh, where more than
half of the population (about 60%) resides in
rural areas- with nearly 11 -12% share in GDP
and ~35-40% labour force employed
(Bangladesh Bureau of Statistics, 2024; World
Bank, 2025), contending challenges. Altho ugh
the ¢ ountry h as a chieved p er near self-
sufficiency in rice production ( annu al pla
nting sanitation ov er 37 million metric to ns y
ears of recent ), small holder farm ers are a
dditionally m arginalised by financial
exclusion, sui generis— their e xposure to
climatic risk like es floods and droughts, r
estricted ac cess modern input dependent
informal money len der charging high
APRs(Bangladesh Bank,2024). Those are the
things that keep them trapped in this poverty
trap and they can’t go forward economically
with sustainable agricultural development.

All such conventional methods of financing,
which are largely rooted in interestbased loans,
only serve to exacerbate these problems since
a large number of devout Muslim farmers
cannot access such funding as theyis in need
for Shariah-compliant alternatives. ISF, as an
approach anchored in the values of risk
pooling, equity and ethical allocation
resources appears to be a promising
intervention course for surmounting such gaps.
Shariahh compliant instruments such as Zakat,
Wagqf, Sadagah and partnership modes
(Mudarabah,MosharakahandMuzara’ah/Mugh
arasah) are well aligned with the objectives of
Magasid al- Shariah of Shari’a in respect to
wealth  circulation, social justice and
environmental sustainability (Chapra;2008).
This paper concentrates on Mugharasah,
which is a traditional partnership of Islamic
mooted exclusively for planting the trees and
operating Orchards. The concept from figh is
Mugharasah, which refers to a participant
providing the land while another provides
labour and seeds at the end of one year or
longer term dividing profit/losses in proportion
sharing risk (Al-Zuhayli, 2006). Mugharasah
is not similar to Muzara'ah or Musaqat where
it exclusively focuses on the long term
perennial agriculture and ideally suited for
climate-smart practices like agroforestry and
fruit orchards.

The convergence of FinTech with Mugharasah
is an  evolutionary  possibility.  Digital
applications like the use of smart phones for
mobile banking, blockchain based smart
contracting and data analytics at scale can be
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leveraged which are expected to promote
Sharia-based financing, improve transparency,
cut costs of transactions and manage risks
through real-time surveillance along with
climate-smart advisory services (Hasan et al.,
2020). In Bangladesh, where mobile money
has been delivered to millions of users
through services such as bKash and Nagad,
FinTech-led models may democratize access
to capital for rural smallholders and drive
down dependency on usurious informal credit.
Current programs such as Islami Bank
Bangladesh Limited’s Rural Development
Scheme (RDS) that began in 1995 and now
reaches more than 1.5 million rural (mostly
female) clients in over 30,000 villages, show
the potential of Islamic microfinance to reduce
poverty (Islami Bank Bangladesh, 2025). But
RDS mostly uses Ijarah nor “Bai’ Muajjal;
Murabaha for the time being there is still little
attention to participative contracts, especially
Mugharasah. The research gap is about the use
of FinTech in reviving traditional contracts
like Mugharasah for sustainability to rural
agriculture.

This study aims to propose a FinTech-driven
Mugharasah model that fosters inclusive,
ethical, and resilient agricultural financing in
Bangladesh. The specific objectives are:

. To examine the challenges in rural

agricultural finance and the potential of
Islamic social finance instruments.

. To conceptualize a Shariah-compliant

FinTech ecosystem integrating Mugharasah
with digital tools.

. To analyze its alignment with SDGs and

Magasid al-Shariah.

. To provide policy recommendations for

stakeholders, including Islamic financial
institutions, FinTech  innovators, and
regulators.

This research is important for its practical
value in contributing to the rural economy of
Bangladesh, where financial exclusion leaves
out a significant number of smallholders and
climate  vulnerability —undermines food
security. Through the integration of Islamic
ethics and technology, the proposed model
could be a model for other similar Muslim-
majority developing counties.

The structure of the paper is as follows:
Section 2 provides a review of literature;
Section 3 will present the theoretical
framework; Sec 4 reviews -challenges in
Bangladesh; Sec 5 outlines methodology, sec 6
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investigates benefits and implementation and
section7 discusseschallengesand
recommendations  and  finally, policy
implications are concluded.

2. Literature Review

Islamic social finance has been discussed in
the literature as a phenomenon that can be
used to achieve equitable economic growth
consistingcompatibility withethical
considerations, it is therefore an instrument for
sustainable development. Islamic social
finance instruments are Zakat, Waqf, Sadaqah;
and  participatory  contracts  including
Mudarabah, Musharakah, Muzara'ah, Musaqah
and Mugharasah with the feature of risk-
sharing principle as well as to mainly met
social justice needs endeavoring wealth
distribution on the principles of Magqasid al-
Shariah (Chapra 2008; Ascarya 2018). Such
instruments have become more and more
associated with the United Nations (UN)
Sustainable Development Goals (SDGs),
especially when it comes to poverty (SGD 1),
hunger (SGD 2), and climate action(SGD 13)
that can be ensured through inclusive and
resilient modes of financing(Dirie et al., 2023;
Kassim,2016).

Research shows that Islamic social finance can
be used to fund SDGs that need $5-7 trillion
on annual basis globally which translate into
the potential for generating in
microphilanthropic numbers and participatory
models (United Nations, 2015; Rosman et al.,
2022). For example Zakat and Waqf have been
institutionalized in  countries including
Malaysia  and Indonesia  for  poverty
alleviation (Richards, 2005) as well as
sustainability projects that also promote social
equity and environmental conservation
(Mohammed et al., 2022). Participative
contracts are in line with SDGs because they
enhance greater level of financial inclusion
and risk management in the priority areas such
as agriculture (Elhiraika, 2003; Obaidullah,
2015). A key focus in the literature is on
agricultural financing through classical Islamic
contracts.

Mugharasah, a contract whereby one of the
contracting parties gives land whereas the
other plants trees or grafts saplings thereon,
shares the fruit with him from the resultant
orchard (which comprises both the trees, fruits
and sometimes even land), based on figh
sources and is similar to a specific type of
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Musharakah or certain form of Mudarabah
limited within plantation operations (al-
Zuhayli, 2006; Investment-and-Finance. net,
2023). It is distinct from the Muzara’ah
(sharecropping of annual crops, where the
landowner provides land and seeds and
withholds a share following cultivation by the
worker) and Musaqah (irrigation and
maintenance of existing fruit trees in exchange
for some fruits) in that its major focus is on
long-term perennial farming as well as tree
planting (Amin, 2020; Gulaid, 1995).
Mugharasah based contract is most appropriate
for climate-smart activities such as
agroforestry in the face of changing climate
since it promotes sustainable land management
and joint risk mitigation (State Bank of
Pakistan, 2008; Rehman et al., 2017).

While, contracts of this nature have been
applied in agriculture in countries such as
Pakistan, Sudan and Malaysia (Note 4) with
SBP  guidelines endorsing Mugharasah
together with Salam and Murabaha for
Shariah compliant farming finance (SBP 2008;
Elhiraika 2003). However, conventional
approaches suffer constraints related to the
scale of operation and risk mitigation,
especially for smallholders subjected to
climate-induced stresses (Nouman et al., 2013;
Majid, 2021).

FinTech in Islamic finance helps bridging
these gaps, promoting transparency, efficiency
and inclusion. The use of blockchain-enabled
smart contracts, mobile banking and digital
platforms represent an alternative for
automating the profit-sharing in participatory
models, where it cuts cost by providing real-
time monitoring (Hasan et al., 2020; Ningrat &
Nurzaman, 2019). Islamic models in agri-
value chains FinTech-enabled Islamic models
have been suggested for community-based
financing, including land owners, farmers and
investors in an agriculture value chain and
ensuring Shariah compliance (Obaidullah,
2015; Maruf Hasan, 2025). Emerging agri-
fintech  experiments, like WeGro in
Bangladesh present possibilities for supply
chain integration but mainly around generic
inclusion rather than contracts — e.g.
Mugharasah (SME Finance Forum 2024).

The agricultural sector in Bangladesh accounts
for around 11-12% of GDP and provides
employment to a significant proportion (35-
40%) of the country's working population, but
smallholders are increasingly living in
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precarious  conditions  characterized by
financial exclusion, high cost informal lending
rates, vulnerability to climatic extremes
(floods and droughts), and lack of access to
technology (Bangladesh Bureau of Statistics,
2024; World Bank, 2025; Prodhan et al.,
2024). Islamic banks, most notably the Islami
Bank Bangladesh Limited (IBBL) Rural
Development Scheme (RDS) established in
1995 that now reaches more than 1.52 million
members and predominantly serving a-female
member base across about 30,000 villages
have succeeded with microfinancing using
modes of finance such as Bai-Muajjal and
Murabaha with high rates of recovery and
poverty alleviation effects (Islami Bank
Bangladesh, 2025; Rahman et al.,2013).
Participatory contracts remain relatively
untapped, while there are lacunae in long-term
financing for perennial crops and -climate-
smart agriculture (Fitch Ratings, 2022; UNDP,
2012).

The existing literature has identified a research
gap in the sense that how FinTech can be
harnessed to rejuvenate conventional contracts
such as Mugharasah in Muslim-majority
developing countries, including Bangladesh.
Although the potential of Mugharasah
compromises likely for sustainable orchards,
agroforestry and digital adoption is under-
investigated (Daud & Sharif, 2024) as
discussed in Muzara’ah and Musaqah for
sharecropping are two main cost-effective
modes obtaining success for Pakistan. This
may lead to the betterment of resource
optimization, climate risk reduction and
achievement of SDGs via cutting reliance on
interest-based financing and promotion of
inclusive growth (Amin, 2020; Islamic
Development Bank, 2023).

In general, the literature reviewed identifies a
convergence between principles of Islamic
social finance and sustainable development
and acknowledges these for reinforcing
farmers in developing countries; however, it
does recognize existence of barriers that
suitable technology models to rural agriculture
financing would exceed.

3. Conceptual Framework: FinTech-Driven
Mugharasah Model

This paper outlines a theoretical framework to
link up Mugharasah (classical Islamic
agricultural partnership) with recent Financial
Technology (FinTech) innovations in order to
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build a scalable, inclusive and sustainable
financing ecosystem for rural agriculture in
Bangladesh. It is in this context that the
proposed model pushes further principles of
risk-sharing and ethical finance which lay at
the heart of Islamic social finance but with the
support of digital technology to overcome
restrictions ~ associated ~ with  financial
exclusion, high transaction costs, and climate
vulnerability.

3.1 Mugharasah in Modern Agricultural
Context

Mugharasah is a Shariah-based partnership
contract, adopted to plantation and orchard
sectors. In traditional/ classsic figh, one party
(the owner of the land/people) provides the
land, while the other contributes to labor /
saplings, and maintenance — with profits being
shared upon its resulting harvests (be that
fruits or trees or even an increase in value of
the land), which will then be distributed
according to a pre-determined ratio. Losses are
shared proportionately to contributions, a
practice that follows the policy of risk sharing
(Al-Zuhayli 2006; IEFpedia, 2023). Unlike
Muzara’ah (annual crop-sharing) or Musaqah
(maintenance of existing trees), Mugharasah
includes for long-term perennial cropping,
suitable for agroforestry, fruit orchards and
climate-resilient systems such as mango
jackfruitor timber plantations—all increasingly
important crops in Bangladesh due to soil
degradation and flooding hazards.

In the modern culture, Mugharasah can be
appliedforsustainableagricultureby integrating
climate-smart features like drought tolerant
varieties and intercropping to uphold
environmental conservation as propounded in
magqasid al-shariah (preservation of life and

property).
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These visuals illustrate typical agroforestry
systems in rural Bangladesh, where
Mugharasah could finance mixed plantations
for enhanced resilience and income
diversification.

3.2 Integration with FinTech:
Key Components
The proposed FinTech-driven Mugharasah
model transforms the traditional contract into a
digital ecosystem, enabling efficient matching,
execution, monitoring, and profit distribution.
Core technologies include:
¢ Digital Platforms for Matching and
Contract Formation: A mobile or web
application links landowners, agriculturalists,
investors (Islamic banks or crowdfunded
capital) and input suppliers. Through geo-
tagging and satellite imagery, a farmer
applies for an orchard project.
Blockchain and Smart Contracts: Smart
contracts execute the Mugharasah agreement
in an automated fashion implementing profit
sharing ratios, milestones (e.g., planting
done, quantity of yield), and risk
distributions. The immutable character of
blockchain technology, transparency and
automatic profit distribution through digital
wallets minimizes the role of intermediaries
(Hasan et al., 2020; Antova & Tayachi,
2021).
Mobile Banking and Digital Payments:
Through the medium of Bangladesh's
extensive mobile financial services (such as
bKash, Nagad), upazilla/village fund are paid
out for saplings/inputs and crops are
monetized digitally.
¢ Ancillary Services: Interfaced with IoT
sensors for yield monitoring, weather APIs to
provide risk alerts, and Al models as a
scorer of credit profile using historical farm-
station data impacting sustainable climate-
sensitive practices.

3.3 Proposed Ecosystem and Stakeholders
The model envisions a multi-stakeholder
ecosystem:

o Islamic Financial Institutions (e.g., Islami
Bank Bangladesh, Sonali Bank Islamic
Division): Provide seed funding or
guarantees, oversee Shariah compliance via
dedicated boards.

e FinTech Companies/Startups: Develop and
maintain the platform, inspired by existing

IJMSRT26JAN020

International Journal of Modern Science and Research Technology

ISSN NO-2584-2706

agri-FinTech in Bangladesh and Indonesia
(Ningrat & Nurzaman, 2019).

e Farmers and Landowners: Core
participants, empowered through capacity-
building apps.

¢ Government/Agricultural Organizations
(e.g., Department of Agricultural Extension):
Provide subsidies, data, and regulatory
support.

e Investors: Urban individuals or diaspora
contributing via crowdfunding, aligned with
Zakat/Waqf for social impact.

Shariah  oversight ensures mno  gharar

(uncertainty) through clear milestones and

third-party yield verification.

3.4 Benefits for Sustainable Development
This strategy also promotes agricultural
productivity  through quality inputs and
technology, resource optimization (water-
efficient planting), and risk mitigation for
climate-resilient crops. It enhances financial
inclusion by minimizing the dependence on
moneylenders and supports SDGs (1, 2, 13),
and Magasid al-Shariah in delivering equitable
redistribution of wealth and environmental
conservation.

In the case of Bangladesh, where 40% of the
working population depends on agriculture but
remains under-financed, this model may
provide a way to expand participatory finance
beyond current micro-credit in ways that
directly generate and sustainably fuel (pun
intended) rural economies.

4. Challenges in Rural Agricultural Finance
in Bangladesh

Although the rural agriculture sector of
Bangladesh is critically important for food
security and livelihoods, it has diverse
problems in getting adequate and affordable
financial services. Agriculture accounts for
around 11-12% of the country’s GDP and hires
35-40% of its workforce, where most are
smallholder farmers on scattered plots
(Bangladesh Bureau of Statistics, 2024; World
Bank, 2025). Yet structural constraints, climate
risks and dependence on informal finance
continue to promote financial exclusion and
limit productive expansion.

4.1 Financial Exclusion and Limited Access
to Formal Credit

A large proportion of rural farmers are
unbanked or underbanked, and it is estimated
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that up to 60% of all farmers lack access to
formal financial services (iFarmer, 2024).
Even though Bangladesh Bank has been
raising the target for agricultural credit
disbursements in a phased manner to Tk
38,000 crore in FY2024-25 and thus make it
Tk 39,000 crore during the current year, actual
flow of loan among smallholders remains
deprived due to bureaucratic barriers for
accessing loans or requiring collateral, long—
drawn procedures (Bangladesh Bank, 2025).
Islamic banking and microfinance
organizations, including the RDSs of Islami
Bank Bangladesh, have broadened access, yet
the participatory form is still being limited in
scope at this current point of time while many
marginal farmers are excluded. This vacuum
necessitatesdependenceuponinformal channels
of information, rendering the individual more
susceptible.

4.2 Dependency on Informal Moneylenders
and High Interest Rates

When there is no formal credit, farmers often
rely on the informal sector where cost of
capital are high (in fact money lenders
dominate rural credit markets) and interest rate
can be as high as 30-70% per annum; even
more at desperate conditions (MicroSave
Consulting, 2025; iFarmer, 2024). This
usurious borrowing imprisons farmers in the
vicious circles of indebtedness, where debt
incurred to buy inputs or to live is paid back
through sale of assets or fresh loans, causing
endless impoverishment.

According to the literature, despite the
expansion of institutional lending, informal
sources continue to be a significant source of
rural credit (Banglapedia, 2023). The high cost
of the insurances diminishes farm profitability,
especially when the price of a crop does not
cover production costs.

4.3 Climate Vulnerability and

Risk Exposure

Bangladesh is particularly vulnerable to
climate change related disasters, such as
floods, droughts, cyclones and salinity
intrusion of soil and river erosion that affect
primarily ~ smallholder  farmers  (World
Meteorological Organization, 2024;
MicroSave Consulting, 2025). Just in 2024,
monsoon floods wiped out more than 1.1
million metric tons of rice and Cyclone Remal
and heat waves caused extensive crop loss.
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These circumstances result in loss of income,
asset erosion and increased borrowing
requirements along with low extent of
agricultural insurance—under 1% for most
farmers—Ileaving them without any cover
against risk (UNDP, 2025).

4.4 Barriers in Existing Islamic and
Conventional Financing

Although Islamic finance can provide ethical
alternatives that are compatible with Shariah
(Islamic law), its application in the rural
economy is restricted by reliance on a small
number of participatory contracts such as
Mugharasah and debt-based modes, for
example, financial lease and Murabaha. Even
conventional loans are too expensive, even
where subsidized (5-8%) relative to climate
risks and low returns.

Inherent low digital literacy, weak
infrastructure and gender inequality further
limit the access with women farmers who are a
major part of the rural economy having less
access.

Together these challenges hinder productivity,
resources efficient use and the move towards
climate-smart agriculture, and put at risk
SDGs related to poverty reduction and food
security. Solving them requires new, more
inclusive models that factor in technology and
are built around Shariah-compliant risk-
sharing.

5. Methodology

In this study, qualitative, conceptual and
exploratory approach is used-strategically as it
can present new models in the convergence of
Islamic finance, FinTech and sustainable
development. With the nascent development of
top-down, FinTech-mediated participatory
contracts similar to Mugharasah in rural
agriculture, the study is mostly
theoretical/deductive based on secondary data
for generating a practical framework rather
than primary data collection.

5.1 Research Design

The methodology is descriptive and

analytical, involving:

e A review of classical Islamic figh literature
and contemporary scholarly works on
Islamic social finance instruments.

e Analysis of existing FinTech applications in
agriculture and Islamic finance.
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e Contextual examination of rural agricultural
challenges in Bangladesh using official
reports and statistics.

e Conceptual model development through
synthesis of the above elements.

This design aligns with similar studies in

Islamic finance that propose Shariah-

compliant innovations (e.g., Hasan et al.,

2020; Obaidullah, 2015), where the focus is on

theoretical advancement and policy-oriented

propositions  rather  than  quantitative
hypothesis testing.

5.2 Data Sources

The study relies exclusively on secondary

data to ensure robustness and credibility:

e Classical and Contemporary Islamic
Sources: Figh texts (e.g., Al-Zuhayli, 2006)
for defining Mugharasah and related
contracts; guidelines from bodies like the
State Bank of Pakistan and Accounting and
Auditing Organization for Islamic Financial
Institutions (AAOIFI).

e Academic  Literature: Peer-reviewed
journals, books, and conference papers on
Islamic  social finance, FinTech in
agriculture, and sustainable development
(sourced via databases like Google Scholar,
ResearchGate, and Scopus).

¢ Reports and Statistics: Official documents
from Bangladesh Bank (agricultural credit
reports), Bangladesh Bureau of Statistics
(BBS), World Bank, United Nations (SDG
reports), Islami Bank Bangladesh Limited
(RDS impact assessments), and climate-
related publications from UNDP and World
Meteorological Organization.

e FinTech Case Studies: Reports on digital
platforms in Bangladesh (e.g., bKash,
iFarmer) and global Islamic FinTech
initiatives.

No primary data (e.g., surveys or interviews)

was collected, as the objective is to

conceptualize a scalable model based on
established knowledge and identified gaps.

5.3 Analytical Approach

The analysis proceeds in stages:

. Literature Synthesis:

Thematic review to establish theoretical
foundations and identify research gaps.

2. Contextual Analysis:

Descriptive examination of challenges in
Bangladesh's rural agriculture using secondary
statistics.
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3. Model Conceptualization:
Deductive reasoning to integrate Mugharasah
with FinTech components (e.g., blockchain
smart contracts, mobile platforms), ensuring
Shariah compliance and alignment with SDGs.

4.Hypothetical Illustration:
Proposed ecosystem and stakeholder roles,
with potential for future empirical validation
through pilot implementations.

Accuracy is ensured through the cross
verification of sources and by following the
principles set out in Maqasid al-Shariah.
Disadvantages of this study include that there
was no primary document, which can be
studied later in a case study or commencing
pilot studies.

This approach allows for the formulation of
actionable policy suggestions applicable to
policymakers, Islamic finance institutions and
FinTech disruptors alike, thus advancing
sustainable Islamic social finance in both
theoretical and practical domains.

6. Discussion: Benefits and Implementation
The proposed FinTech-driven Mugharasah
model offers significant potential to transform
rural agricultural financing in Bangladesh by
combining the ethical, risk-sharing principles
of Islamic social finance with the efficiency
and scalability of digital technologies. This
section discusses the key benefits of the model
and outlines practical pathways for its
implementation, demonstrating its alignment
with sustainable development objectives.

6.1 Key Benefits

Enhanced Agricultural Productivity and
Resource Optimization

Through digital platforms, that provide access
to leaves and stubble, quality saplings,
climate-smart inputs and technical advisory
the model encourages farmers to invest in
perennial, high yielding crops that are ideal
for Mugharasah such as fruit orchards or agro-
forestry systems. This is a drift away from
short time-term annual crops to long term
space resilient plantations with net gain in soil
health, biodiversity, resource efficiency (water
conserving through drip irrigation along with
app based monitoring).
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Climate Risk Mitigation

Mugarahasah has trees as the backbone of
their agriculture practice, which supports
resilience from climate and its outfitted with
FinTech (weather API, IOT sensor, predictive
analytical) to give advance risk warnings. This
lessens the risk exposure to floods and
droughts (see SDG 13: Climate Action) with
farmers gaining access to an insurance-like
product through combined risk pools.

Financial Inclusion and Poverty Reduction
The model makes capital available to
otherwise underserved smallholders with no
access to the formal banking sector, enabling
profit-sharing with no collateral or interest.
The mobile focused platforms exploit
Bangladesh’s whopping mobile penetration
(about 188 million subscriptions) to facilitate
smooth and seamless transactions, lowering
over reliance on profiteering loan sharks while
freeing up funds for reinvestment. Rural
farmers availing of MFS through mobile apps
as low-cost service delivery is a case in point
of inclusivity, urban-rural to women-
enhancing gender and marginalised groups at
large - key in both SDG 1 (End poverty) and
SDG 2 (Zero hunger).

Transparency and Efficiency

through Technology

Blockchain smart contracts automate profit
distribution based on verified yields,
minimizing disputes and costs while ensuring
Shariah compliance. This fosters trust among
stakeholders and scales operations beyond
traditional microfinance limits.
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Illustrations of Shariah-compliant FinTech
models and profit-sharing mechanisms show
how blockchain enhances equity and risk-
sharing in partnerships like Mugharasah.

Alignment with Magqasid al-Shariah and
SDGs

The model preserves wealth (through equitable
sharing), life (via food security), and
environment (sustainable practices), while
contributing to multiple SDGs by promoting
inclusive growth and ethical finance.

6.2 Implementation Pathways

Operations may commence with pilot-projects

in high potential regions such as northern

Bangladesh (e.g., Rajshahi for mango

orchards) or coastal zones (salinity-tolerant

plantations).

o Stakeholder Partnerships: Work with
Islamic banks (such as Islami Bank
Bangladesh’s RDS network), FinTech
players (like bKash or emerging agri-apps a
la iFarmer), and NGOs to develop the
platform and onboard farmers

e Phased Rollout: Start with app-based
matching and mobile disbursements,
progressing to full blockchain integration.
Capacity-building programs via digital
literacy training and Shariah awareness
sessions are essential.

¢ Regulatory Support: Engage Bangladesh
Bank and the Central Shariah Board to
develop guidelines for digital Mugharasah,
similar to existing Islamic banking
frameworks.

e Monitoring and Scaling: Use platform data
for impact assessment, with potential
integration of Zakat/Waqf funds for
subsidized inputs.

Successful precedents, such as blockchain
pilots in Islamic agricultural finance globally,
suggest feasibility, with adaptations for
Bangladesh's context yielding high recovery
rates and social impact.

In conclusion, the FinTech-enabled
Mugharasah model helps overcome critical
constraints in rural finance and strategically
positions Islamic social finance as a driver of
sustainable and inclusive development in
Bangladesh.

7. Challenges, Recommendations, and
Policy Implications
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Mugharasahmodelispotentially transformative,
but its application in rural Bangladesh also
poses several challenges that need to be
overcome to receive a community’s adoption.
This section presents major challenges,
provides recommendations and implications
for future policy to enable large-scale
deployment.

Regulatory and Shariah Standardization
Hurdles

The Islamic Finance sector of Bangladesh is
regulated by the Bangladesh Bank as well as
Central Shariah Board, however, digital
participatory contracts such as Mugharasah
facilitated through FinTech do not have any
specific regulatory framework in place at
present. For example, smart contract
validation, dispute resolution in profit-sharing
on the blockchain, and alignment with current
rules of Islamic banking are risky processes
not to be suffered from non-compliance or
pending requests for approval.

Low Digital Literacy and Infrastructure
Constraints

Rural farmers, particularly in remote areas,
often  have limited familiarity = with
smartphones, apps, or blockchain concepts.
Poor internet  connectivity, electricity
shortages, and cybersecurity risks further
complicate platform adoption.

Scalability and Risk Management Issues
Verifying yields in perennial crops, managing
climate-induced losses in shared-risk models,
and attracting sufficient investors require
robust data systems. Initial setup costs for
platforms and Shariah oversight could deter
small-scale rollout.

Stakeholder Coordination and Awareness
Aligning diverse actors—Islamic banks,
FinTech startups, farmers, and government
bodies—may face resistance due to differing
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priorities or lack of awareness about
Mugharasah's benefits.

8. Recommendations

e Develop Customized Digital Platforms:
Design user-friendly, Bengali-language apps
with offline capabilities, integrated with
existing mobile money services like bKash.

e Capacity Building Programs: Launch
targeted training on digital tools and Shariah
principles, partnering with NGOs and
agricultural extension services.

¢ Pilot Projects and Partnerships: Initiate
small-scale pilots in collaboration with
institutions like Islami Bank Bangladesh and
FinTech firms, incorporating feedback loops
for refinement.

e Enhance Risk Mitigation: Integrate
affordable crop insurance and climate data
services into the platform.

Policy Implications

Policymakers such as Bangladesh Bank and
governmentshould encourage the development
of regulatory sandboxes for Islamic FinTech,
like in other jurisdictions around the world, to
experiment with Mugharasah models rolled-
out safely. An incentive to participate in online
financing or a subsidy for digital infrastructure
deployment in  rural locations would
encourage participation. The public-private
partnerships (PPPs) to be promoted could
leverage some funding and be better in line
with the national policies of financial inclusion
and SDG localization.

Al Cvatusting Crocal fisa Facions (CRFs)
of spplymg PPP In Water and Wastewater
Prajects [WWP) In lran

enifying CRFs e PPP rigks in WWIP
(T2 rinh Inctan)

Questionname survey Faar chionde
distridution & data colestion roundgs of Delphi survey & revias and
114 axparts) validate the idessfod risk factors
Evalusting CRFy the PPP risks in WWP
(35 CRrs)
dtrbution & data cofection = Ranking the CRFs using MARCOS wechmique
(78 expurta)

Identifying the Critical Risks of public-private
partnerships (PPPs). In that case, a proactive
approach could establish Bangladesh as a
frontrunner in ethical digital agriculture
finance.

9. Conclusion
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This paper has discussed the nexus of Islamic
social finance and sustainable development
using the case study of a fintech-enabled
Mugharasah model of revitalising rural
agriculture in Bangladesh. Building on the
shared risk ethic of Mugharasah, through
blockchain smart contracts and mobile
platforms, the proposed model responds to
longstanding problems—financial exclusion,
reliance on informal borrowing and climate
risks—with a transparent ecosystem that is
inclusive and resilience-focused.

The model promotes not just productivity and
resource optimization and climate resilience,
but is also well aligned with Magqasid al-
Shariah as well as the main UN SDGs,
especially into poverty elevation and zero
hunger and climate action. Building on
partnership with stakeholders and focused
implementation, it provides an action-oriented
path to cut the historical Gordian knot of
poverty in rural areas and spur inclusive
growth. Notwithstanding the obstacles, the
guidelines and policy recommendations
present a map for stakeholders to exploit this
consonance of Islamic  values  with
contemporaryinnovation.Empirical evaluations
after pilot implementations and extensions to
other participatory contracts can be topics for
future studies.

In short, FinTech-inspired Mugharasah offers
the potential to create an ethical blueprint for
enabling sustainable agricultural financing that
is not only replicable in countries like
Bangladesh but across Muslim-majority
emerging markets—fueling inclusive growth
consistent with our faith and technology.
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