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CHAPTER V :CONCLUSION

\Y"

The final chapter concludes the overall study findings and a discussion

5.1 Introduction

on its contribution. The chapter begins by summarising the rese indings for each
objective in Section 5.2, followed by a discussion on th c nn ndations for co-

operatives, ANGKASA, and SKM in Section 5.3. In addit Se d’ISC sses the

tio
#u N
study limitations, and, finally, this study concludes ggest ndfor dv?research
Y. &

in Section 5.5.

43'

..—q_.e

&
5.2 Summary of Research Findm,:, 0 ‘_}

L
This research was msplredm Mné{&new guidelines for Shariah
governance from the regulat Cal .' an El

a'xrn&o -operatives. Although still in
the early stages, co- ope@ havl& ta
based credit schemt&e !1%9 :

.ﬂ

“

the n mitiatives by offering Shariah-
\

1hcq§l’ev1ous studies only focused on the

ar nagement in ensuring the development and

accountability 1 1% he}B
performance ohco operatives, th]%}zldy examines the extent of the roles and

responsibilMg¥f the Boards, management and also the Shariah Committee Boards in

aysian Islamic Credit Co-operatives towards Shariah governance in their
respective co-operatives. This research is unique, as it compares the current practice
with GP28: Shariah Governance for Islamic Co-operatives, issued by the SKM to
determine the current gap in the practices among selected Islamic Credit Co-operatives.

This study also investigates the Shariah Committee attributes in these selected co-
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operatives. The research explores the external arrangements in terms of Shariah
governance from the regulator and also the Apex body for this sector. Therefore, the

study sought to achieve three research objectives. Each objective being Qn\g; ded in

the following subsections. s )

5.2.1 The Current Practices of Shariah Governance, AW Selected Islamic

Credit Co-operatives \d

The first objective of this research is to explor curregt pr. tfexggharlah

governance in Malaysian Islamic Credit Co-o s by i fying R.the current

Y-
tio(n:&h addition, this

itii the main Shariah

A
governance bodies in four selected% 1t -op@tlves Through general

Nessa&% this study concludes that
the Islamic Credit Co-operati% Irea vﬁlﬁs their own Shariah Committees,

internal arrangement for establishing Sharia 1tt3‘3

research determines the extent of the roles rw f

3/

observation, other document ﬂndmg

either by establishing ther Mmallt appo g external institutions, prior to the
issuance of GP28. Co Mm h1 jn nt naturally meets the requirements of
GP28, which ca the - whn initiatives. However, this study found

that in the cas GKASA s app nent as the external Shariah Committee by the
N
co-operati \e practice is still under consideration for approval by the regulators for

the @ ion, recognition and capabilities of ANGKASA as an external Shariah

Committee.
In addition, even with the issuance of GP28, this study notes these co-operatives
have different Shariah governance systems among themselves. These differences are

due to the establishment of different Shariah Committee functions by the co-operatives.
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In comparison, the co-operatives with the internal Shariah Committee are perceived as
having a poor Shariah governance system, while the co-operatives that appointed
ANGKASA as their Shariah Committee can be identified as having a mod@iriah
governance system. These differences might be due to the lack % rstanding
between the main Shariah governance bodies pertaining to their aWnal roles and

responsibilities to ensure that the co-operatives adhere to Shari ciples. Moreover,

the lack of understanding might be because of the inadequa

to Shariah governance in respect of the nature of Islm;'c Crédit fo- attverand the

degree of intervention by the regulator to standardise pracgic® inghis sQetor. Hence,

this study concludes that the Boards of the Co—@zve%‘sh begily dependent
on the Shariah committee to help them i@h relate atté‘l" hus, the Shariah

committee’s functions are perceived %g a&s,t @anism for governing

% Q&

]
conformity with Shariah. Howeve to th freq¢ecy of Shariah Committee

N
meetings and the absence of 'nt%al Sh#‘;’y‘qittb% pport the Shariah Committee,
, '3 :

th¥ Sha(t omnfi¥ee’s monitoring role is created,

a serious functional gap K
s@‘('ision.

especially in respect of@p
In compar'%\'ah N S’A@)Shariah Committee, this committee is
'3
uﬁ%tioé\

supported by tl:wah audi

assessment Noduct compliance}ith the standard operating procedures. However,

Q

g7 even though the audit scope is limited to the

this Q nt could be considered as a positive effort by ANGKASA, which is
respon for ensuring the implementation and execution of products by the co-
operatives according to Shariah requirements. This function is important in assisting
the Shariah Committee to ensure all Shariah decisions pertaining to a product’s

conformity are implemented well. Otherwise, Islamic Credit Co-operatives will
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consider themselves as conforming with Shariah at all the times, when in fact, there are

no activities or assessments to attest to the degree of their conformity. Consequently,

Islamic Credit Co-operatives would give a false portrayal to their stakehol@ their

operations and activities adhere to Shariah principles. As previous res ocused on
the limited scope of the Shariah audit in Islamic financial institutio 1nd1ngs from
this empirical study confirm that the Islamic Credit Co- operatl tor is also facing

a similar situation in that Shariah audits are either not cadu d t all or audits are

conducted with limited scope. Hence, this serious loop M’lal gap have

emerged, as argued by Abdul Rahim (2011), an@ persibt i 1J n&(@'al Shariah
b3
a

aria%fudlt function

s cagg, the Islamic Credit

governance bodies do not appreciate the need t

to enhance the integrity of Islamic Fmanc@uo ‘1_11

Co-operatives themselves.

A,
LS
ﬂ ]
QL
N A“'
N
5.2.2 Shariah Commltte% utes iy Islgmjc @n Co-Operatives

L 4

The second rese bJectl've exann the Shariah Committee attributes —

6‘

independence, confi 1ty cqm ec@' consistency of judgement — in the four

“

selected Islamic ! e T ieve this objective, the study sought views

from the Shari &mmlttee memb f these four co-operatives. As discussed above,

the co-o0 s have undertaken two different approaches in establishing the Shariah

o@ unctions. From the findings, the study concludes that even though all the

members are satisfied with their current attributes, there is still ample room to further
discuss these attributes. Many issues have not been solved, especially in terms of the

degree of independence of the Shariah Committee in both establishments.
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Zulkifli (2014) argued that having a Shariah Committee with the highest degree
of independence would enhance the confidence of stakeholders in the credibility of the
Shariah Committee in providing an unbiased decision with regards to Sh rh?ﬂated
matters. However, this study found that half of the Shariah Committee@e selected
Islamic Credit Co-operatives are facing issues concerning independY&This is due to
the presence of members of the Board of the Co-operatives an agement on this

committee. In addition, the issue of the composition of OI']I]lIttCC members

. aan]yement
|
or 1tt4>¢m make an
V
unbiased final Shariah decision. On the othew
ANGKASA’s Shariah committee, since x\aa externd rtyéd also has a good

with regard to the minority of members with a Sharialy bac

will affect and also threaten the independence of harial

faced by the

composition in terms of education and 'enc@’c :émttee members.
]
These findings also indicate 4§gthgven GPﬁnymg to solve this issue,
“u
there are several actions co govgrnagicq @mforcement that need to be
4 & . : :

addressed to ensure a hig QgreeI engme of the Shariah Committee. This
study does not deny th es ce a@- management or members from other

’
backgrounds on t@nl CO}] itt oard. Indeed, their presence also has
significance in w

the S arlah mmlttee provide a wise Shariah opinion or
ot \
decision. N Neless independent individuals with a Shariah background should be

in contr ning they have the majority voice when deciding on matters relating to

the Shariah Committee meeting decisions. Hence, the decision would be an independent
Shariah-based decision. Consequently, this would also boost the stakeholders’

confidence in the Shariah Committee decisions (Grais & Pellegrini, 2006).
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5.2.3 The External Arrangements on Shariah Governance in Co-operative
Sector
The third research objective is to explore the sector’s curr nt?ﬁmal
arrangements on Shariah governance. Thus, this research sought view % SKM as
the regulator and ANGKASA as the Apex body in this sector. Fror jous findings,
the study found various gaps in these selected Islamic CreM-operatives and

concludes that this shortage is linked to the current regu pas'ive approach as

classified in the previous studies by Zulkifli (2010), anOyKarfm har_(2015).
N
1@ level, thgre {s-gc?ne at the
Y’

Although there is a Shariah Committee at the inst? y

regulatory level, which makes the model of Shg'ah Mnce 'fz\'tixis sector a

decentralised model. According to Hamza@this 1 iwé&ﬂ to inconsistency

and a lack of standardisation of Shariah %’nanceﬁ'&tﬁ%e @cse shortcomings and

: . . . O
gaps in the existing current practlc\ e Shegiah 0%113566 system are due to the

passive approach taken by SK%?THC otl,er h " S@(ASA is perceived as taking
t

an active approach as the {E c hé‘éioperatives in respect of Shariah

governance compared K&M

¢
Committee and er@s cl-o

\
Committee. Th:' % option Wor éhe o&eratives to establish a Shariah Committee

starf)&' ANGKASA has its own Shariah

o appoint ANGKASA as their Shariah

function. \
&a, these research objective findings indicate that more effort is needed by
KM as

S regulator to promote the development of Islamic Credit Co-operatives and

strengthen the credibility of SKM and the co-operatives in the eyes of the stakeholders.

Perhaps the future efforts of SKM will reconcile these shortcomings and gaps.
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5.3 Recommendations

Even though the Malaysian co-operatives have taken the initiative to start
offering Shariah-based products since the late 1990s, the practice of OOVBariah
governance is actually still quite new in this sector, especially conce Sharlah
governance for Islamic Credit Co-operatives. A Shariah governanc % would help
the Boards of the Co-operatives and management to ensure t&e day-to-day
operations comply with the Shariah principles and legal req Ysl Also, having the
Shariah Committee function and internal Shariah congrol sm for
Islamic Credit Co-operatives, would ensure com X‘I 1ste%‘h of these
mechanisms will, in turn, help stakeholders hav%o e m co-operatives.
As for the regulator, it is the duty of the aut hle bod co@ct comprehensive
Shariah governance requirements and 1 bl rcement to avoid co-

7]
operatives perfunctory attitude in te Sha ve@dce in their respective co-
N

operative. Otherwise, Islamic rativ w1=; @ed by negative perceptions,

which will also affect the p Non qf 01al 1tut10ns as a whole.

N4
Thus, in order toe%&mt S 1'311 g;s-dmance practices in Malaysian Islamic

) O
Credit Co—operan\% 18 v, ov@s the following recommendations and
\,Y'
suggestions fo eration: (—;

i. Th commendatlon is the urgent need for active regulatory participation
fé;}1

de an independent assessment of the Shariah compliance of co-
operatives. It is understandable that the passive participation from the regulator
is due to the budget shortage from the government on top of the downsizing of
SKM’s Shariah unit. Therefore, this study recommends the collaboration

between SKM and ANGKASA, which could be undertaken in many ways. For



1i.

1il.

1d3

instance, they could establish a higher Shariah Committee, which, later, would
be able to formulate the national policy and rulings for this sector. In addition,
this collaboration could also be in terms of providing an independent asvment
of the co-operatives Shariah compliance. It would be more idea @4 gives
the authorisation and recognition to ANGKASA for it to uct regulatory
Shariah audits for SKM for the time being, since ANGKA&dy conducts
audits for the co-operatives applying for a Shari x:pl,'ant Certificate.

Personally, I believe this collaboration would no us MQ

Secondly, it is recommended that t\gflaiah a
extended. The current scope of l%h audihﬁ?a L{E}should be extended
% o =
171
from the Shariah compliane\ p gareas, such as the co-

ot
. . . \ . .
operative’s financial temgnt. This e@ is needed to avoid the

b
misperception of st;%ml ersl
conformity. Mor r, This

]

10 S

4 Ny
N aru@mphance is only about product

P éﬁndamental to portray a convincing
’

image to th cratives) shkelfelders that the day-to-day activities are
’

Shariah cﬁ&nt, not onl';/ g the products, but throughout the whole

orgz@l. Thus, it is recommended that the audit scope be extended so that
1

he ce of a Shariah Compliance Certificate represents conformity in all

aspects. Moreover, it will be added value for the Islamic Co-operatives that are
holding the name of this divine religion.
Thirdly, the effective date for GP28 was May 2015. Since it has already taken

effect, it is the duty of the Islamic Credit Co-operatives to follow the stipulated
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guidelines for their own benefit. It is understandable that if the size of the Islamic
Credit Co-operatives is small, it may be difficult to fulfil the requirements laid
down by the guidelines, especially in establishing a Shariah Commy nd
having an internal Shariah control unit. For example, some small I%\Credit
Co-operatives are still being managed and controlled by their (ﬂv&oards, not
by full-time managers or staff. Hence, the degree of SKM @ent could be
less in these co-operatives. However, for the well-e bw and big Islamic
Credit Co-operatives, which are recognized by as, thg 108 Best Co-

L4
operatives Performance Index, the degree of en menf co ’)eﬁ;ferent.

Thus, it 1s suggested that SKM categorise wdassi% am&redit Co-

d N
operatives to identify which co-oper; wsh u‘ﬁi i eck’g ly follow the

guidelines in total for a specific pegiod M ti

S 0 galso Impose some

S

light punishment, for example, a ménet en@ or others, if these co-

operatives fail to adhere. T \e

(. . e
abo? o1 }y@nth the guidelines. However,
the penalty only ser& mefhody edu the co-operatives and to show the

B
serious need for @r&lvas t r'al:tiﬁé!( good Shariah governance system and

C@eratives and management

will be more aware and

g

not simply @{Sh?l% Yéj

These a%ng the suggest@ﬁnd recommendations that could be made by
SKM as the@e authority in this sector. However, these recommendations must not
be co edyms revealing SKM’s weaknesses. In fact, undeniably there are many
positive efforts by SKM in respect of Shariah governance for co-operatives. Hence,
these recommendations should be seen as a contribution of this study to improve the

confidence of all the stakeholders towards SKM as the regulator and also towards
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Islamic Credit Co-operatives. As a result, it will ensure that Islamic Credit Co-
operatives in Malaysia are better governed in respect of Shariah governance with

respect to the nature of co-operatives.

5.4 Limitations of the Study

A3
-
L af

This study explored the current arrangement of Shariah ance practice in

the co-operative sector in Malaysia. However, a number it ti)ns eed to be

considered. The first limitation of this study is the samp{&e. t igundeni ng.gﬁt this
g

study was restricted to Islamic Co-operatives with cr

it fungti®n. fhis e of co-

Vi

operative function is referred to as an Islami% it GV_ rativ@r. this study.

However, there are many other Islamic Co< raives wi othe@mctions, such as

consumer, services and banking, which 0 R tooséd included as Islamic
é “ &

Co-operatives. &

e

@e. This study was unable to

tive§ the same size. This is because

Secondly, another limitatgn cOgcerns

choose all Malaysian Islam'c&a it
in

each institution is differel&
limitation to condu@zmd fo ysian Islamic Credit Co-operatives is
s
another aspect to:&sidered. h{sﬁ' number of co-operatives employed in this
R :
study may nogmsent all Malaysian Islamic Credit Co-operatives.

Thi

1S

ga@tional size, and, moreover, the time
¢

is study uses semi-structured interviews and thus captures the extent of
the roles and responsibilities of the main body of Shariah governance. However, this
study was conducted from the perspective of the management and excluded the other
main bodies, namely, the Board of the Co-operatives, Shariah Committee, and the

Internal Audit Committee. Hence, this perspective could be unjust and biased due to the
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possible reluctance of the management to express their honest opinion of the other main
bodies in order to safeguard their own interest.

Fourth, the attributes of the Shariah Committee were only analysed by wing
of the Shariah Committee about the degree of attributes that they have. H \is may
lead to bias concerning the self-assessment. In addition, the limitation  also Cbncerns the
type of Shariah Committee’s scope of attributes. Although allﬁ;leributes were
discussed and covered in this study; namely, inde (Rc.e, confidentiality,

competence, and consistency of judgement, only one out oT4gur at 'Which is the
o

independence attribute, was discussed in detail. T@e othgr d &ﬂ utes —

- : . s -
confidentiality, competence, and consistency of ju n &ha\ yet L@e discussed

in detail. Thus, the current degree of Shariah @nt q‘t i O
represent the overall degree of Shariah Cﬁmitt e bT i‘{&his sector.
. . . \ .
Lastly, another scope of limita thif stu asq(&erved while exploring

NG
the external arrangement of Sharia marce | this @or. Although the researcher
) o~
was successful in identifying thS exjernal aﬁwj;% y SKM and ANGKASA based

w H

on the interviews condu@re e aldo ot@

factors that might contribute and
€7

[¢]

: . | :
influence this arrangem‘atymu thlis ﬁ‘l}/ focused on exploring the arrangement
. . \ . . .
without trying to the acY.s that might contribute and influence the
arrangements ector. ~N

855 &ions for Future Research

Since this study only explored Malaysian Islamic Credit Co-operatives, further
research can be done on other types of Islamic Co-operative. Also, it is beneficial for

future research to examine the perspectives of other Shariah governance main bodies,
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such as the Board of the Co-operatives, Shariah Committee and Internal Audit
Committee, concerning the extent of their current roles and responsibilities in governing
Shariah-related matters. This will provide a more balanced perspective amow the
main bodies that have their own accountability with respect to Sharial'%\mance.
Thus, it will provide a significant finding with discussions concerning‘&erspective
from each main body relating to their understanding of their rolegand¥Yesponsibilities.
Hence, future research could evaluate the readiness and riWss of these main

!

bodies to ensure Shariah conformity in their respective ¢ atlve\d

"By
In addition, this study only uses the GP28: Shariaé/ema ce QOxﬂp\ratives

as a parameter to explore the gap between the CT pre.@ nd &3' guideline.
Y'

Therefore, future research could study the e%mne suim propmateness of this

guideline for co-operatives while implementing 8o %' O\Ligance practice. This

N
us @eholders in Malaysian

<

future research could analyse the perspec fram C

Islamic Credit Co-operatives.

( _ .
L \7&1] years after its introduction.
&

In addition, it is als@ll to ex\d tk@esearch by considering the most
N
suitable arrangement fo@-,he(rl\iv? ?Jta the Shariah Committee function and
h

practice good Shari %maf @ctual nature of the co-operative by taking

Yv
into account the&anisational capagii¥’and size. This effort would help the regulator

oy .
itic aI can § undertaken to evaluate
ffegt

to classify the ce of their enforcement.

S
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