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Abstract

The memorandum "The Role of Sharia Compliance in Developing Islamic
Banking in Algeria" addresses the issue of how to enhance the role of Sharia
compliance in Islamic banking institutions. The study assumes that Sharia
compliance positively affects the efficiency of banking operations and
contributes to reducing financial and legal risks. The results indicate that the
presence of an active Sharia supervisory board reduces errors and accelerates
financing processes. Additionally, experiences from the Indonesian banking
sector have shown an increase in performance indicators following the
activation of Sharia compliance. Moreover, the application of prior Sharia
rulings minimizes exposure to regulatory penalties, while strict oversight at Al-
Rajhi Bank has contributed to reducing non-compliant financing. The study
demonstrates a direct relationship between the level of Sharia compliance
implementation and the adherence of Islamic banks to Sharia principles, as
banks that granted their boards full corrective authority exhibited a higher
degree of commitment. Sharia compliance also provides new alternatives such
as electronic Murabaha and micro-lending Sukuk, contributing to financial
innovation. It is also essential for the board to have administrative and financial
independence to ensure the integrity of rulings and the objectivity of audits, as a
lack of independence may lead to a decline in customer trust. Finally, the report
highlights the shortage of qualified personnel in Islamic transaction
jurisprudence as an obstacle to the effectiveness of the board, necessitating the
development of specialized training programs.

Keywords

Sharia Compliance - Islamic Banking - Transactional Banks - Al-Rajhi
Bank - Baraka Bank
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47- Islamic Banking Act 1983« section
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