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The Challenge of Converting Conventional Banks to
Islamic Banks in Libya: A Comparison Between the

Requirements of Islamic Banking and Libyan
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Research summary:

This is a summary of a research paper entitled: "The Problem of Converting
Conventional Banks to Islamic Banks in Libya: A Comparison Between the
Requirements of Islamic Banking and Libyan Legislation." It was submitted for
publication at the Islamic Banking in Libya Conference: Between Reality and Areas
of Development, organized by the Libyan Authority for Scientific Research, within
the first theme: Islamic Banking Legislation and Regulations in Libya. The research
problem lies in the regulatory adaptation of banks in Libya. Are they considered
Islamic banks subject to local and international Islamic banking standards, and
thus considered Islamic banks accordingly? Or are they conventional banks with a
partial conversion, given that several conventional banks in Libya have not fully
converted to Islamic banks despite the existence of a law obligating financial
institutions to refrain from interest-based transactions? Or do banks in Libya
operate under a dual system, neither fully Islamic nor conventional? The
importance of this research lies in identifying and highlighting the shortcomings in

the conversion of conventional banks to Islamic banks and obligating these
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institutions to implement a governance system for financial institutions, as
mandated by the Central Bank of Libya. One of the most important aims of this
research is to contribute to the transformation of conventional banks into Islamic
banks and to resolve the debate surrounding the reasons for the lack of a complete
transformation from an organizational and legislative perspective. The researcher
divided this research into an introduction, two sections, and a conclusion. The first
section explained the concept of transformation and its requirements in Islamic
banking, and clarified the types of transformation. The second section discussed
the transformation of conventional banks in Libya, their unique characteristics
within the dual legislative system, and the resulting legislative divisions. In the
conclusion, the researcher reached several key findings, including: the research
concluded that the experience of transitioning to an Islamic banking system in
Libya is still in an incomplete stage, despite the existence of a legislative foundation
represented by Law No. (1) of 2013 concerning the prohibition of usurious
transactions. This is because most Libyan banks have not met the requirements for
a complete transformation to an Islamic banking system, which prevents the
realization of the complete transformation required by international Sharia

governance standards (AAOIFI).

Keywords : Banking transformation — Islamic banks — Law No. (1) of 2013 AD —
Dual system — Libya.
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