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Abstract

This research aims to examine the extent to which the use of technology contributes to
developing and improving the effectiveness of the internal Sharia audit function in Libyan
Islamic banks. The importance of this study stems from the vital role Sharia oversight plays in
ensuring Islamic banks' compliance with Sharia provisions, and the need to keep pace with
technological developments to enhance the efficiency and effectiveness of this oversight.

The study relied on a descriptive analytical approach, using a questionnaire to collect data from
a sample of employees in the Sharia audit departments of Libyan Islamic banks. The data were
analyzed using appropriate statistical methods, including simple linear regression analysis, to
measure the impact of technology use on reducing Sharia risks and improving the quality of
audit outputs.

The study results showed a statistically significant positive relationship between the use of
technology, reducing Sharia risks, and improving the quality of regulatory outputs. The
standard regression coefficient () reached 0.403, indicating that a one-unit increase in
technology use leads to a 41% improvement in reducing Sharia risks and improving the quality
of regulatory outputs. The significance of this effect was tested using t-test, with the t-value
reaching 9.201, a significant value at the significance level less than 0.01, which enhances the
reliability of this positive effect.

In addition, the F-test showed a value of 72.13, which is also significant at a significance level
of less than 0.01, indicating that the statistical model used is appropriate for explaining the
relationship between the two variables. However, the coefficient of determination (R2) reached
37%, meaning that only 37% of the change in reducing Sharia risks and improving the quality
of audit outputs can be explained by the use of technology, while the remaining percentage is
attributed to other factors not included in the current model. This highlights the importance of
considering additional variables that may affect the effectiveness of Sharia auditing, such as
human competence, organizational policies, and corporate culture, to enhance our full
understanding of the factors influencing this area.

Based on these results, the study recommends strengthening the technical infrastructure in
Libyan Islamic banks, providing ongoing training for human resources in the field of internal
Sharia auditing, and developing advanced information systems that support Sharia auditing
processes. It is also recommended to adopt new technology policies and provide banking
services to customers wherever they are, with the aim of attracting and retaining customers and
satisfying their desires as a means of achieving bank objectives.

Keywords: Internal Sharia Audit, Sharia Supervision, Islamic Banks, Financial Technology
(FinTech), Digital Transformation, Sharia Risks, Quality of Regulatory Outputs, Libyan
Islamic Banks.
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