THE ROLE OF ISLAMIC SUKUK IN ECONOMIC DEVELOPMENT IN LIBYA:
MALAYSIA'S EXPERIENCE AS A MODEL
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Abstract | This study attempts to find out the difference between Islamic tawarruq and
traditional tawarruq, as well as to clarify the importance of Islamic bonds
(Sukuk) in development and to provide an overview of the idea of Sukuk as a
popular financial tool for the Islamic finance industry. Moreover, the study aims
to explore the role of Sukuk in economic development, taking Malaysia’s
experience as an example. In addition, the role of Sukuk in the context of
economic and social diversification is discussed in this study by scrutinizing the
experience of Malaysia to benefit from it through the advantages and
opportunities offered by these instruments to support infrastructure and
development in Libya. This research relies on the descriptive analytical
approach. It refers to the scientific references such as books, research papers
and published periodicals that discussed the concerned topic. This study has
found several results, including that Sukuk contributes to supporting
infrastructure development programs without burdening the state’s general
budget and that Sukuk is one of the financing tools based on Islamic Shari’ah
that can be used as an alternative to traditional tools in financing investment
and development projects and in government deficit financing. Moreover, It
also found that the use of this tool in Libya faces many difficulties, including
legislative, legal, and cultural, and the lack of intermediary financial
institutions to deal with these products, in addition to the lack of qualified
people to deal with them.
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