CHAPTER 5: T

DISCUSSION: TURNAROUND STRATEGIES

IN BANK ISLAM : )
5.1 Introduction q

To answer Research Questions 4 and 5, the third findi (Mtudy shows that
Bank Islam’s turnaround practises appear to be aligned w e urneround strategies
assessment method developed by Schoenberg et al. (2013)pas sta dw‘roduction
until the sub-chapter in Chapter 4. I .\‘-'}Y'
Freiling & Meyer (2017) explain that develo of @Fnaround
:, of

ial c@mtments cash
erst@%g of the reversal

(@]

strategy, the operating reorganisation planw ann
flow can be derived. These tasks necessitate )thorough

situation and the willingness to ma&(%isions a-ﬁ&;\hp! m
% g

n,(r%asures. Accordingly,
N

vides the f@rm@%’

performance of Bank Islam% Yt a’s odel@r that, the study looked at the
et

practices of Bank Isl% eem" Iibnisith the assessment method of

F &
Schoenberg et al. LT nd Oltébbut the driving force management of
firms, of whichathey mus
b i

in the previous chapter, this s on the causal declining

to a t&ﬁ change, accept external expertise, and

t
promote th ocess. Thi dy' p@f/%es information on the causal declining
ét N
perfo Bankf1 sed akola’s model in accordance with the previous

cha he method used in t@tﬁdy is consistent with the method of Schoenberg et
a .XS) practiced by Bank Islam. The study aimed to find out the firm’s capability
ndvpractices to accept change, accept external expertise and advance the process in

ank Islam by using the turnaround strategies of Schoenberg et al (2013).
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In the context of a structural conduct-performance paradigm as pioneered by
Bain (1956) and Mason (1939), known to be Harvard economic experts, the stuvud
the concept of organisational structure (this is explained in the theory o f\n the
subchapter 2.1 of Chapter 2). Another point of view, expressed by H&Chandler
differs slightly from that of Bain in that the structure does not dete e the strategy,
but rather determines the structure. Chandler contributed |cantly to the
interpretation of bureaucratization of the firm.Accor Y-G

Ibraith (2012),

Chandler’s idea of “structure follows strategy” and st ed ¢ m‘\piwaddressed

management and the contradiction resulting from the

ination of si p‘eﬁ’egies,
ﬂ% ha%m was the

uctw‘e comes fro@x.plurality of

strategies when structure follows strN ale (20 S0 d Chandler as a

forerunner in the concept of the stra truct%ﬁg t position of Chandler
N

e o@lsatlonal issues but also

in the strategy of diversificati se ﬂot 0 &

provided a new cooperat egy. %Zm «@a firm has implemented a

restructuring plan in %j%chl‘@lu}gl!mob)etween global well-being and
- s,

The pur ’& the \Qind s@ﬁy is for the implementation of some

decisions of n ement du fhe(_r; overy period. A turnaround strategy is a
t

manag %

also to turn around a fi fortunes by trying new things and making strategic

CE? : Based on the first finding of comparative performance in Figures 1.1 to 1.3, it
nf

is the most commonly known organisational ¢

first economist to discover that a decentra i

NN
ategyl fi ‘dlng a@m s recovery and improving performance. It is

irmed that Bank Islam was in a crisis situation. The study examined and

Qterpreted Yakol’s model to determine the cause of declining bank performance, which
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includes indicators, such as working capital/liquidity, financial, profitability and
industry outlook, and employee. Table 4.15 summarises the findings. The depl t
of the firm’s resources on products or markets is defined by business stra \rhich
include market and product development, concentration, and integratioﬂ;@ording to
Faghfouri (2013), “crisis” is an action, while “turnaround management” 1s a reaction.
The turnaround cycle is not complete until the firm achieves a long*erm revenue and
profit growth. QY- '

According to Wheelen et al. (2012), large firms varieus ial models
L

. 4
's survival i alcg@tltlve

h% Iop%?business

gilor&nka (2020)

state that corporate level strategies Ine_the strateQi osi@of the business

organisation, lay out its general dirﬁﬁs, and ¢ \m t mﬁetype of business that
N
is developed to its full potenﬂ%goal%f turparoun nagement, according to

&
Faghfouri, is to keep the cor@ut o’ ruptcy, r nise it after bankruptcy, and
liquidate it Q) 'S

As stated bywYakola (f

always employ a professional manager to ensure th
market in a stable economic environment. Ba

restructuring plan, which is discussed in t

turﬁmﬂnd period has been carried out by

L2
A |
4(‘

managers as opw ies f ' to find'new talents. On the other hand, Kiyanjui
¢
& Ngugi (2 %&e that the t narou@‘?rocess is a simultaneous analysis and action

N
with co% rocedures ?t require a strong management team. The selection of

v

turngﬁ actions is carried outmrhen there is a cause of decline in business. However,

~

thespresent study intended to find the way Bank Islam carried out its recovery process

& gh the model of turnaround strategies by Schoenberg et al. (2013). Schoenberg et

s model displays strategies through content-orientated strategies that evaluates the
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firm's financial and business performance. The study could, meanwhile, identify
changes in the firm’s organisational structures and culture work in terms of p -
orientated strategies that are also related to the firm’s human resources. \

Table 5.1: Turnaround Strategies by Schoenberg et al (20*

d
Content-Orientate . :
No . Process-Orientated Strategies
Strategies
1 Costefficiencies Reinvigoration of firm leadership (such as‘eflanging the CEO,
top management team or TMT, and ionary note

regarding CEO or TMT chan
Culture change.

N

Asset retrenchment
Focus on core activities
4 Build for the future

w

for better performance of the com The str

6
under the content-orientated str% ¥

5.2.1 Cost Efficiencie z I
4 2
Becerra (i@tes thr iency i
performance by accepting
et al. (2010 that fimpleme mgtj iciency strategies in banking will have a
% N
compet% ntage. thz‘pesentqﬁiy provides the literature review on the action of

cost encies carried out b@hoenberg et al. (2013) to increase the cash flow by

—

f MQ some actions, such as reducing R&D, collecting and reducing receivable

d unts, cutting inventory, stretching accounts payable, reducing marketing activity

d eliminating pay increases, adjusting wage incentives, and having a tighter stock
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control, financial and capacity controls, including an investment in the new plant. The

study provides the action of cost efficiencies as shown in Table 5.2. Yv
Table 5.2: Analysis of Cost Efficiencies in Bank Islam \
A
Item 1984 1997 t0 1998 2003 2005 to 2006
1 Information on R& D Vv X v Vv
2 Collecting and reducing accounts N N N v
receivable
3 Cutting inventory No Report No Report X
4 Stretching accounts payable v N Y. v
5 Reducing market activity v v/ N
6 Adjusting wage incentives No Report X
7 Tighter stock control No Report No X
8 Financial and capacity controls v v

The descriptions on cost efficiency based o chang}s inR iterQS, account

Source: Annu

Dy

receivables, accounts payable, market activity, % anci \\capac E@htrol are as

follows:

N

1) In terms of R&D in ban

\ 0\ )
activiti _(\cuses on growth and

Qg 'J
expanded its services slims and a ay souety, especially on

J‘

customer deposits, n ng andl en@{'ﬁ customers, and short-term
investment since 84 Aft r the , Islam developed the activities
by introducing Q ome@ ebg.@nd implementing the MIS Upgrade

h
Progr@ Is ’n c nued@, evelop the banking business, ranging

on fina "paﬁkg'g/es wadi savings accounts, international

s acco nts chemes and a few other services to customers.
2003 the dld;a a r restructurlng on banking performance, but still

\ introduced lnnovat}s which was the first payment of zakat through ATMs

and credit cards. In 2005 and 2006, they developed a vision on the
recapitalization of the annual and long-term business plans, as well as

focused on Basel 1l analysis to control the risk in the same year. Also, they
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did not reduce the R&D, because they always upgraded their performance
to customers.

2) Another way to report cost efficiencies is by collecting a@cing
accounts receivable. Bank Islam reported accounts receiv ince 1984.

During the AFC, between 2003 and 2005, they redu the accounts
receivable. However, from 2006 to 2016, Bank Isl Med no report for
accounts receivable by them. % '
3) Another way to report cost efficiencies is by cutting inve his started
| ]
. . . \Y'
in 1984 and then the AFC occured, but Ba m did ot |‘eiﬁ-y) eport
on inventory. However, in 2003 an 2% porth‘ﬁ) cutting
of inventory. \, 0\ g

4) Another way to report cost'efficiencies is ba n a@hts payable. This

started in 1984, and ther@sAFC, Ba\lsl%w q@ed a decreased report

N
on account payable %ﬁdin . However, im2003, 2005 and 2006, they

found an increased re toll ou pa{ugé
5) Another w. rt on cost effi fem@ IS by reducing market activity.
s $ &
The an wttem[rt tect &mduction market activities, such as
returpS on“earni ' and(J situations, state of investments, assets,
¢

I!i 18s, equity an rgfite‘rj? loss. The decreased performance of market
ctivity was

N

% andwéBOG.
L SN o

The next report on efficiencies is adjusting wage incentives. The study

B

E\ shows evidence that there was no report on declining reports in the following

year of observation.
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7) Another report on cost efficiencies is a tighter stock control. The study also

provides a report on declining reports in the following year of obser

8) The last analysis of cost efficiencies is financial and capital c@here

was a fall in the report of financial and capital control du years of
observation, which were 2005 and 2006. In 1984 and the AFC, Bank Islam
did not report on credit rating. However, for am two years of
observation, Bank Islam reported the following Y. '

e Rating by External Rating Agency: sian R.a\'iaq.do‘rporation

Yw
Berhad \h | .\q
¢ Rating Classification: Y- \" b
« Short-Term: MARC-1 (Raﬁqgv 0\

+ Financial Institution: ating Receive O

From the assessment o\u% ici

Islam are in alignment wit

analysis, exploring, ang.i etion of qu tit&ti@nd qualitative information were
$ ¢ &
carried out to exa the r@h& of efficiencies in Bank Islam such as
information on4R& B, ac i:ceiveﬁ& inventory, accounts payable, market
¢

activity, wa ;ﬂce)tives stock nﬁol@ancial and capacity controls. The assessment

N
on accoun eivable,.i ?ntor@:count payable, market activity, tighter stock

onm&d financial and cap@éntrol were found to affect the performance of cost-

e \ty strategy, as presented by Schoenberg et al. (2013), which in turn affected

@ Islam’s performance.

(@]

266



5.2.2 Asset Retrenchment.

As stated by Ung et al. (2018), the strategy of retrenchment-performaw
mostly been applied to firms that are in developed and emerging countries. \rther
state that there is a positive relationship between firm performw;\and asset
retrenchment strategy which is capable of increasing the proﬁtabilw the firm’s
industry position. Table 5.3 provides findings on asset retr CM of Bank Islam
under 2008. The turnaround strategies after the GFC as s m TEXt explanation

after the implementation of Bank Islam’s Turnaround P om OWQ

‘C}T

Table 5.3: Analysis of Asset Retre@nin Ban ISIQ; I

198 1997-1998 2003  2005-2006

4
Balance Sheet N X \v\/ -
v % v Q\T v
V) V

1
2 Profit and loss statement
3

Cash flow statement \) \>(>°\
Source:

ual Report Ian@%m 1984 to 2006)

Asset retrenchment from bfﬁs sheeﬁ\%d @port, as well as cash
N

flow statement in Bank Islam %o digcove “o Q‘?‘% cause of the declining
performance of Bank Islam MS elp nedias fo‘@:

1. From the ba t statement hefe &&ome declined reports from 2005

s ¢ &
and 20(@” asiﬁem of as%ahd shareholder share statement.
2. Frow itan ements, Bank Islam had losses in 1984, 2005, and
& |

P

2006.
&
onrthe cas tateY. nt, Bank Islam has the declined report during the

AAFC (the declined @r’w from operating activities and investing report), in
%\ 2003 (the declined report from investment activities and financing activities),
Q 2005 and 2006 (the declined report from operating activities).
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5.2.3 Focus on Core Activities.

The objective of asset retrenchment as an action by determining the n?m
products, and customers to generate the greatest profits and refocus o%\rms’
activities. Coupled with this strategy (such as the focus on core acti and asset
retrenchment), this analysis can provide the development of a competitive strategy by
understanding the market and customer conditions thr N effectiveness,
rationalization, and investment involving operations, pro %d.aisets in the firm.

The firm also strengthens the position of the company in the market. W provides
L

the focus on core activities of Bank Islam

Table 5.4: Analysis of Core A in Bank \/Y*
"\\ & \7‘
Year Focus Business of Bank Islam
1984 o Bank Islam started to develop the b%ﬁth an.aim foflgfowth and to expand the
to services for Muslims and Malaysi ciety followin end Bank’s operations

1985 during the first few months of the s financial ye

e Bank Islam started the busingss on custom sit?lna ing\qnd investment with

customers, and short-term 'n%nt. ﬁ&

1997  Bank Islam focused the businessign deposits and assgts, i‘ina@g and investment.

to

d Q—
1998 \* é&/
2003 e« BanklIslamdida mi;;r restruct nﬁ'ﬁ—Z"OY Witgrategic objectives by focusing on

to the Bank’s expansio
2004 e Following the'eco nkl ha@ore business that focused on
e financing, vehicle financing, and credit
éﬁgjthening the debt market capabilities.

card busingss). ThefBan a?sqwm
e The Ba N@tablisﬁed r
2005
i anpower, risk and controls, and financials.
iness banking activities, such as:

nk Islam focused on credit card business, home and

ities,
a&mg market share.
b ki@tivities, Bank Islam focused on improving sales,
ry, cashsmanagement activities, selective top-tier listed companies,

government-linked companies, and multinational companies.

ZOQ This year Bank Islam f d on the implementation of a turnaround plan which focuses
on recapitalization antha ance sheet restructuring, following several stages:

\ 1. IT Infrastructure Revamp,
2. Transformation Program,
3. Cost Rationalization Exercise, and
0 4. Human Capital Development.

e Bank Islam focused on customer-centric strategy, then changed to the sales and marketing
division. The core business of the bank was still the same, i.e., trade finance and cash
management.

Source: Annual Report Bank Islam (from 1984 to 2006)
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During financial crisis, indeed, there was a declining activity in Bank Islam. The
firm stimulated the caused of the declining performance and analysed the core b?!
that could re-generate profitability. livari (2012) opines that organi \must
maintain core business activities during the crisis. livari (2012) reﬁ;w that the
organization also needs a good leader to manage the firm from abrw conditions.
Pearce 11 (2007) inferred that the implementation of a strategy through entrepreneurial
activities (selective product, market, and technology re yg\g- Tre significantly

associated with successful turnaround. This method of ing on C |t|es has a

similar concept with the turnaround strategies mo@woenb ge (tO@Urmg
the recovery process. Y
\/ L é‘r

)
According to Schoenberg et 201 ), t t E\m e build for the future
N

5.2.4 Build for the Future.

is an important step that should y theﬁlrm ing re@?ery (especially when the
firm already has a stable flnanC| ate tlou |tude and by focusing on the
long-term growth strategy. This strategy is a n@ strategy after focusing on core

1 J‘
\of\a ets, g%fopmg business products and also

ourc@wned by the firm. Cooke (2019) states

activities by impro g a ar
geographical ar t|||z

that the firm \@tm to g
new pat %\th?u ine k 0 ge, and technologies.

s stage begins |m ‘{;Iy after the crisis has passed and the financial

pyérm able to adapt to circumstances to develop

S a has stabilised (Fllatotchev & Toms, 2006; Robbins & Pearce, 1992;
enberg et al, 2013). Build for the future is aligned with the turnaround process in a
covery phase. The recovery should naturally be conducted in a cautious and

thoughtful manner and is often launched as a growth strategy from the firm’s strong
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core focus. The development of the future strategy is seen as “re-complicating the
business” by adding some of the complexity eliminated during cost cuttlw
retrenchment (Schoenberg et al, 2013; Stopford & Baden-Fuller, 1990). t\gued
that only when the firm in question has the capacity to renew itself, thenﬁ;vuccessful
turnaround to react agilely against the changing circumstances in the re (Ghoshal &
Bartlett, 1996; Stopford & Baden-Fuller, 1990; Schoenberg et al 2 . Tt is the firm’s
ability to recharge and renovate and is described as the mo p'\ase to complete

as it is difficult to keep the business agile to trans artlcularly

challenging as the employee may feel that they ne reak from_the th@ and

rtIett{l uggest that it is

helpful to achieve this in order to ensure that.all ana rs dct,as Iea@;ﬂ\gardless of

the level, and understand the mporta%ﬁe |nd|V| mp@‘e, his or her own

upheavals that they have experienced. Ghosh

personal conduct, and how their a sig n| | ff t flexibility of a firm
(Schoenberg et al., 2013). ‘%
Table 5. 5 m%z:é@m Bank Islam
t
Year Focus Busmess Bank Islam

1 1984 1) The services dbank gd'cr?«(
1985 l%'em_ ccoun egymgs account, and investment account).

I Mu({ﬂbah Al-Musyarakah; Al-Bai Bithaman Ajil; Al-

ftch@é’{etter of guarantee; letter of credit; Al-Murabahabh; Bill
in shares; investment in equities)
ices (Suc mittances and transfers, transaction in foreign currencies
% tﬁvele >.cheques).
) Furthermore in 198&?;« Islam developed the business activity that was more focused
on financing and r‘vgs ment section, such as:
a. Financing (with'an addition such as sale and leaseback).

\ b. Other services (with addition on investment or portfolio management; and trustee and
nominee company Services).
3) The development branches started with four branches (which were Kuala Lumpur, Kuala
0 Trengganu, Kota Baharu, and Alor Setar) in 1984. In 1985, Bank Islam increased to 8

branches (by adding locations around Seberai Perai, Kelang, Jalan Perdana KL, and
Seremban).
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2 1997 1) Bank Islam broadened the Islamic Banking Product and Services under Islamic
1998 Commercial Bank such as Personal Financing Package, Wadi Savings Account, ljraa
Savings Account, Ar-Rahnu Scheme, and few others to customers.
2) The Bank also provided open access information through the homepage: ?
http://www.bankislam.com.my/bankislam since June 1997,\

3) Bank Islam keeps following the rapid developments especially the apw
e Pr

information technology in banking services embarked on MIS Upgr amme
launched in September 1997. Upgrading the MIS throughout all by the end of
1999.

Note: Significantly, during the AFC give the downturn performanc

furthermore the government of Malaysia gives an order to directive

banks to expedite disbursements, the environment is for the B

activities in the more emphasize sector of low and mediumzcost h

medium-sized industries.

4) In 1999, Bank Islam developed a rigorous strateg
Islam developed branches from 1997 to 1999 by inere
78, and 79 branches of Bank Islam

aysia,

ncing growth and for
ar up its financing

ing and small and

expanding,the deposit base. Bank
ing number branches such as 51,

3 2003 1) Bank Islam launched internet banking. Its payment'services were fagi tgd b
2004 capitalizing on its IT infrastructure to increase, fee-based in¢omes.
2) Bank Islam offered in the first year of zakat (ti payment facilities \ia _Ai@l’and credit
card.

3) The bank increased the branches to 84 branches in 2008 and ingreased t&g'.l branches in
2004.

NV
4) The Bank focused on developing and reviiewing the.repaekaging &Ts'ting deposit
products. w ‘1‘ é v
5) Bank Islam focused on growthfof ercial banki uch azéra e finance and small
and medium industries andéenterprises), debt m pabilities+(by focusing on profile
instruments, risks, and revwed on Islamic fi

ncial i ments), and asset quality
(by focusing on risk expgsure an estahh}hegrﬂ managément profile)

4 2005 1) Bank Islam continued,t

w exisWes’and’@seaures of risk and controls by

2006 BASEL Il analysis. f
2) The bank implem € measurement of cOst c%@pl measures, enhancement of fee-
based activities, M ollingo well 3 improve staff productivity to
enhance its reyen

ue/cost ratio.
3) Bank Islam int ced the ent, a Sharia-based financial hedging
i house ri

tool to f
4) The banking activities in 20 as 1. Consumer banking (by focusing on credit
card business;*hom e ing), 2. Manpower resources (by focusing on
reo Mon ex rols (by focusing on Basel I, cost control
rr&?sj, nha ee-ba tivities, controlling of NPF as well as improving
ff productiv nce its ue/cost ratio).

ities by internal efforts and upgrades, including,
wing the stepsifrom t f‘.;ﬂtr egic plan, such as: (1) The restructuring of numerous
divisions, (2) i i t systems and processes, (3) upgrading of the treasury

syste % isk management practices, (5) introduction of a hedging
progr
: and the i

@ce b e sheet management, and (6) identification of target customers
6) The developmen\ hes in Bank Islam increased from 90 to 95 branches from 2005 to

Iement;l'%)r( of a more focused sales strategy.
2006.
& Source: Annual Report of Bank Islam (from 1984 to 2006)
% The study provides different development activities in Bank Islam between 1986
Qd 2006 as shown in Table 5.5, which are:

1) Starting in 1984, Bank Islam focuses on three business activities.
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http://www.bankislam.com.my/bankislam%20since%20June%201997

2) When the AFC occured, Bank Islam focused on the development services
via the internet.

3) In 2003, Bank Islam restructured by following six objectives to @ core
activities in banking.

4) In 2005 to 2006, Bank Islam focused on a strateglc plan that involves

'ﬂ

consumers, corporate, and commercial banking, pegEIe power, risk and

Bank Islam developed branches starting from 4 ches i WH became

controls and financials

95 branches all over Malaysia in 2006. Becerra (200 es thatthe r# o&b%lness

ﬁrm\gz~ et up for

r@/.ork that will

ion. Meanwhile,

should create potential customers. Ayoubi et al
the future requires an appropriate strateglc ag

be evaluated by managers, which is aw

Yeo & Park (2018) state that the f|r tis not a gé‘esources and capacity

N
will face limitations and mef%ss |ﬁthe Hm. lzﬁ/ er, if the firm is well
S

n ?g titively follow the market

established in the start- uw th1
momentum. The latter the link b wée “content-orientated” turnaround
P 4 a‘
\'ge roce

strategy indicators Wnd thf hat show Bank Islam’s practises are
in alignment w. ent methods (2013). After the study

provides the %atlon n th er\(J entated strategy, the study continues on the

Qe

explana eprd’b S- Pntat rategyln Bank Islam.

\/
O
éNess-Orientated Strategies in Bank Islam

Process-orientated strategies are a series of operational steps or actions designed

Q long-term goals to change certain conditions for certain purposes. The strategies that

follow some strategies under process-orientated strategies.
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5.3.1 Reinvigoration of firm leadership.

Reinvigoration means to restore the energy and vigor to make the s
healthier and more energetic. If the word reinvigorating is related to firm Ip, it
means to bring a new leader/manpower with the brilliant, energetic, andﬂ%ful action

for the refreshment working environment to lead the business organization to earn a

profit and bring a better position for the firm. \,

Siti Zaleha et al. (2013) describes leadership a Y;at'onal culture as
having a linkage, in which good leaders will affec plo e‘s\qd/‘ation for
organizational growth productivity. The positive gro ill impact olg@lion's
commitment in the long run. Wan Norhayate ( plw der@plays an

important role to maintain business performance. If

I Wan@x;ave a good
i bel@‘n leadership and

organizational performance, it needs clae relatio

subordinate. Hao & Rashad (20 press T
leadership and management h% diff(,!?ent
leader that guides employ:. %chi

management focuses o%w g, bustin zipbl e@'rolling the organization and also

business. HoweveEN&dershF @mes do not follow trends and

{-rj%‘ftional rules (Graetz et al, 2010; Hao &

Rashad, Z@re are two i (fta@ sitions in the leadership of the firm, namely
N

the CE% T (Scho ‘grg et~$2013). Table 5.6 provides the changes of CEO

and;mn Bank Islam. oV
\

pr\"éanizational structure,
D
ects. df-leadership functions as a
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Table 5.6: Firm Leadership on in Bank Islam (Process-Orientated Strategies)

Reinvigoration of Firm Leadership (Process-Orientated Strategies)

1984 1997 to 1998 2003 2005 to 2006
Chairman 1997 to 1998 Chairman NOTE: , Bank Islam
Chairman was lediby the Deputy
YM Raja Tan Sri Dato' Mohd Yusoff Hj Chai not a Chairman:

Mohar Raja Tan Sri Dato’ Shamsudin  Nasir (Started 2001 -
Badiozaman, Abdul Kadir 2004)
PMN, PSM, (Appointed 29.10.1993-
JMN 2000) Deputy Chairman
(Retired
28.10.1993) Deputy Chairman Datuk Mohd. Bakke
Managing Tuan Haji Mohamad
Director Shafie (Appointed
Dr. Abdul Halim  11.06.1996 — Resigned
Haji Ismail 03.06.2002) Members
(Retired
01.05.1994) Managing Director e DatoXPr™smail Saad
(Appoin n b 4
Director Dato’ Ahmad Tajudin A -Resigned
Abdul Rahman on 04:12.200
e YM Tunku (Appointed 11.05.1994 — o
Dato Abdul Retired 01.07.2004)
MalekTunki
Kassim, Members \
DSDK, JSM, o
KMN, AMK e Dato’ Hj Ahmad
(Resigned on Razali Moham li
30 June 1983) (Appointed .
e YB Dato’ — Decease
Badruddi 16.05.2001)

Abdul Samad e

Encik Ib?’ A
DPMT, MahaludingPuteh } .
DPMJ, (Appoi n o /lbrahi haludin
DPMK, JMN .06. [ PateR(Appointed on
\ @ 993 - Resigned

(Appointed 29.

on 2206.2003)
01._07.1383- ging Director
resigne

(&a)to' Ahmad Tajudin
démb bdul Rahman

s (Appointed 25.04.1997-
Retired on 01.07.2004)

Members

01.07.1986)
e YB Dato’
Haji Ha h

>0 I
(20N
é 3?

on2 .07.1995)\,
igned e Dr. Jamal M&@mmad e Dr. Jamal Muhammad
ﬁ- 85) Barzinji Al- Barzinji
Sheikh (Appointed (Appointed 13.12.1994
mud Ali 30.08.1991-Retired -Resigned on
KMN, DSM 04.02.1994) 20.09.2003)
Resigned e Dr. Muhamad Muda e Mahmoud Jamil
31.01.1986) (Appointed Hassoubah

23.06.1997- Resigned
on 30.11.2005)

(Appointed on
04.02.1994-Resigned
on 30.01.2003)

Salleh (Appointed i Directors
03.06.2002-Resigne . D%o’ Noorazman A Aziz
15.07.2010) 2005 - Resigned

D
D

airman
atuk Mohd. Bakke Salleh
w nted 03.06.2002-

ned on 15.07.2010)

Started i
0 .11:2007)
e Pr ér. Mu dmad Muda
(Appointed 6.1997-
ign de@O.ll.ZOOS)
hari hd Zin Idris
(Appointed on 20.09.2003-

2015\
) Dr. Elias Md. Kadir
Ba

d d«ppointed on 16.02.2004-
esigned on 30.03.2006)

o Datuk Siti Maslamah
Osman
(Appointed on 16.02.2004-
Resigned on 30.03.2006)

¢ Datuk Burhanuddin Ahmad
Tajudin
(Appointed on 26.04.2004-
Resigned on 28.02.2007)

e Salih Amaran Jamiaan
(Appointed on 18.02.2005-
Resigned on 28.02.2008)

e Dato' Mohd Yusoff Hj
Nasir
(Started 2001 - Resigned
on 01.12.2004)

¢ Khalid Mahmood Bhaimia
(Appointed on 30.01.2003-
Resigned on 12112004)

e Dato’ Ahmad Tajudin
Abdul Rahman
(Appointed 25.04.1997-
Retired on 01.07.2004)

In 2006, there are also some
changes in organizational
structure:

Chairman

Tan Sri Dato’ Dr. Abdullah
Bin Mohd. Tahir
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e Encik Nik Azman Nik e Nik Azman Nik Abdul

(Appointed on 01.08.2006-

Abdul Majid Majid 2008)
(Appointed on (Alternate to Ibrahim Managing Di
13.02.1998 - Resigned Mahaludin Puteh; Dato' Zukri bin Qat
on 24.03.2003). Appointed on (Appointe & .2006-
13.02.1998 - Resigned ~ 2017)
on 24.03.2003)
Me
o Datuk Mohd. Bakke
pointed 03.06. 2002-
\? igned on 15.07.2010)
o “Dato' Noorazman A Aziz
(Started in 2005-
signed on 01.11.2007)
. Xhari @Mohd Zin Idris
Appoinated on
\ 03-2015)
. K Burm‘ﬁﬂin
é ppoin n
? & 6.04225%# Resigned on
\ 28.02:2007)
z e S immaran Jamiaan
V °\ @bointed on
Q; 102.2005-Resigned on
\ o 8.02.2008)
Zaiton binti Mohd Hassan
\ ~\_ (Appointed on
C—) AL 02.02.2006-2017)
) C—} e Ismee bin Ismail
“« Q- (Appointed on
\E Aj A% 09.10.2006-2016)
N e Prof. Dr. Muhamad Muda
(Appointed 23.06.1997-

Resigned on 30.11.2005)
Datuk Siti Maslamah
Osman

(Appointed on
16.02.2004-Resigned on
30.03.2006)

Datuk Dr. Elias Md. Kadir
Baba

(Appointed on
16.02.2004-Resigned on
30.03.2006)

&1

Source:Anfiual Report of ﬁank\, Tstam (1984; 1997 to 1998; 2003; and 2005 to 2006)

\ e Chief Executive O?ﬁcer is the highest position in the structural organization
s functioned as a communicator, decision-maker, leader, manager, and executor
Odetermining the direction of the development of the firm. The selection of CEO

turnovers mostly comes from outside the firm that must be done after the decision of
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the Board Chairmen and investors because the CEO should be accountable for declining
the performance of the firm. Another purpose of the CEO turnover is for the
provide a new encouragement spirit for committed employees and for mv(%\o not
lose their doubts about the change of CEO during recovery.

TMT is a specific form of team with a high position with thew'st autonomy
compared to other management teams of a business organiz% s formed by the

board-of-directors and CEOs. TMT will carry out certain e CEO such as

ensuring that the strategies that have been decide n be cht in the
organization’s business effectively and also respo for lgoki alj t@erall

performance of the business organization.

e TMT. The

@

When the firm do the replacement the EOgﬂta chan

new CEO will choose their own TM (:).lld colla e u@he CEO’s work.

Another goal of changing CEO and may br W tyq here to the business
organization in which the CE T wﬂl bring a ne tegy to guide managers
for a better change. Hao (

pou a leader is a man who is
braaiiiz

ation with effective strategies

responsible and contr% eratmI;j
the f

following the objec hgknd Obi

intelligence with,goodskill Ied r gwdlng the business in the face of an

Leader should have good leadership,

uncertain fu %d be bIe t e&eaejl%e feelings of insecurity in their employees.
Corrad ( 002) notifies t su&ssful corporate turnarounds depend on the
repI nt of the current toK@ﬁagement and actions to be taken simultaneously at
t% erent levels, which are strategic, financial and organizational. The change in
h

Q op management settlement is often followed by the replacement of employees at

e middle management level.
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5.3.2 Culture change

Schoenberg et al. (2013) state that culture of change is part of Tur
Strategies. Corporate culture is the personality of the firm that is relate@liefs,
behavior and operational style of the firm to control the internal per ce of the
firm. Corporate culture is closely related to vision, values, and assum&n?. Siti Zaleha
et al. (2013) indicate that every organization needs a culture tha erges from the
leadership style or organizational culture itself. Corrado (2 mslthat the renewal

of the organization needed in the firm’s culture. Corra 002) ad e process

®
of cultural renewal focuses on governing the firm’ ility. How, rl s@mes,

cultural renewal appears to be crucial, complex ce% Itur@' afirmis
usually determined by the leader to be folloqu:m‘;ye %\T
Courtemanche et al. (2013) ex@directors a ro@‘providing advice
such as strategy formulation, firm ir@%tion, pr\m%l gessto valuable resources
through personal connections, ski d ex&ertise nd Iegfu?ﬂ\acy to the firm (Pfeffer

&

& Salancik, 1978). Hao & Rasha (2(] so¥add o effectiveness of leadership

roles when the leader age the busi ess e@ronment in the modern market.
’ 4 f &
Effective leadership®skills wi \go d shgug in the organizational culture and it

n IeaES%.’ The positive organizational culture will

¢
bring a lot %anta to a\fiz@ s because employees are encouraged and
% N
motivat% rm, ¢ Pate, a&a' work with each other in the organization. Siti

Zal 013) states that a@dd performance in a firm improves employees’

will also gain the trustef e

p mance and commitment. Schoenberg et al. (2013) explain that culture changes

65% solution that addresses the rejuvenation and re-adaptation of situations that can
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provide strength and confidence. The study provides the information on the work
culture in Bank Islam in Table 5.7.

Table 5.7: Analysis of Culture Change in Bank Islam (Process-Orientate mies)
\

Core Activities

1984 AFC 2003 2005 to 2006
The first 1. Bank Islam continued  In 2003, Bank Islam 1. In 2005, BankK Islam focused
mover to in an aggressive did a major on th hanges of
introduce marketing effort in restructuring of its reorgan that has been

Islamic building up its organization. By im?ed to improve focus
banking in deposit base. The new completing the first nd facrease staff productivity.
Malaysia deposit of the phase transformation ocess oflre-engineering
Negotiable Islamic in July 2003 that e exercise will bearried out
Deposit Certificate involved the division to enhance*egm ce within
had been introduced at the head office. The e Bahk and_inctlcate ri
to support the management identifi appreciation. a{r IsI@;\
Government’s effort ~ the changes in B expected tgyehar _S
in promoting saving Islam by following'si co ndable gro% nd
habits among dietary  strategies that itsfposition
and meeting the Bank Islam to ia’ %’ Islamic
customer expansiop,and g h nk'despite hreat of new
requirements. shortlygsu petito d sooner than

0\ pectedémarket liberalization.
our(@nnual Report 2005,
age 0 15).
?. , Bank Islam focused
the Business and Consumer
9@1 ing Group. Bank Islam
<Q d more aggressive sales and
A marketing strategies. Bank
N Islam did more on a customer-
centric strategy and the sales
and marketing division were

re-established (source: Annual
Report 2006; page 5)

(Source: Annual aggres wing
Report 1998, page 2).  consumer banking
2. Bank Islam did a business,

rigorous strategy to
expand its deposit
base in the future.
Moreover, it brings

the successfulnes&\
surpassing its 5

Pesci)@ank Islam, were (1) in 1984, Bank Islam

In sumw, the cult
. of 5
was introd as the first repre entati\Qe} of Islamic banks in Malaysia, (2) during the
AFC, IsfEm foéu gma@g and expanding on deposit base, (3) in 2003,

Ba focused on restru \ﬁg the organization, and (4) in 2005 to 2006, Bank
Is cused on the customer-centric strategy. During the process-orientated strategy,
@ Islam did some actions, such as: (1) Bank Islam did the reinvigoration of firm
eadership in the observation year, and (2) Bank Islam changed the culture in the year
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of observation. The study found the practices of Bank Islam to be aligned with
Schoenberg et al.’s assessment methods based on the exploration, analys?ﬂd
interpretation of qualitative data. The following explanation on the anal e\Bank
Islam’s three strategic management: TP (from 2006 to 2009), SGP (frorﬁ%p to 2012),
and H2E (from 2013 to 2015), which examined the banking practise w evaluation

of turnound strategies by Schoenberg et al. (2013). \,

\\p

®
Three strategies had been implemented to i e Bank Islam qerf@x;lce,

5.4 Strategies in Bank Islam

which were the Turnaround Plan or TP (that ha been plemgnt d from 2003'[0 2009),

Sustainable Growth Plan or SGP (that had heen i Iergﬁn m 2%@5 2012), and

Hijrah to Excellnce or H2E (that ha\%mpl 6.13 to 2015) (the

description on this strategy is in Figure 5.1).

Q
v \ T = v
2006 2007 2008 2009
o Turnaround Plan “Building Solid “Robust, Profitable &
Crisis Management “Putting the House in Order” Foundation” Balance Growth”
= 4 - =
\ \\I Sustainable Growth
l ) S~
- 2 4 ) A 4
2010 iy 2011
“Qustainahle Growth” “Reshaping the Future”
I ) ‘Hijrah 2 Excellence’
_\‘ |
v v v v
Pillar 1 P|IIar2 P|IIar3 Pillar 4 Pillar 5 Pillar 6
Robust Service Sharia- Innovation Employer of Regionalisation
Organic Excellence Led Resource Choice
Growth Optimisation

Source: Corporate Book Bank Islam, 2010; page 127. Annual Report Bank Islam
2015, page 26)

Figure 5.1: Bank Islam’s Strategic Management
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The first Turnaround Strategy of Bank Islam was the Turnaround Plan (2006 to

2009) by following the turnaround model of Schoenberg et al. (2013). Y#

5.4.1 Turnaround Plan from 2006 to 2009 * :

The Turnaround Plan started in October 2006 until the end 2010. The

study provides evidence that the Bank had made a notable retquofltablllty and

built a solid foundation for a greater success after the im %tlon of the TP. The

study provides the strategy of the TP into Table 5.8:

Table 5.8: Turnaround Plan from 2006

1 Cost
Efficiencies

An_S¢ a. Launched Al-
ID- i Awfar.

a Information on Firstbankin a. E
R&D South East rst
Asia to 0SS-Cu

ighest  b. First bank to
introduce an greement
Islamic oft

i join the effort
ﬁ‘on in with LTH in
Platinum orp(ﬁate launching the
MasterCar identity Uniteller

ank Is Service.
. First

c
commercial
% ' bank as an
" adviser for
& equity-linked
% transactions
40 for YSP

Southeast

PNy
' (')(J Asia
o' Holdings
(} Berhad on
) $ Rights Issue.

: d. The validity
% g Y" decision on
c}l BBA contract
\ as a sale
\ transaction by
judges of the
Court of

Appeal on 31
March 20009.

Collecting and

Reducing There is no report during the observation
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Accounts
Receivable:

Cutting
Inventory

Stretching
Accounts
Payable

Reducing Market
Activity

Return on
Earnings

Zakat and Tax
Expenses

State of
Investments

Assets

Liabilities

Equity

Profit and Loss

Adjusting Wage
Incentives

- |—|=|=>| -

> || =|=>| -
- |==|=- -
2D === -

Tighter Stock
Control:

There is no repertsduring the dbservation

Capacity Controls

Acco.unt Theretismoyeport during the observation

Receivable

Account Payable T T T l
Salaries and

Wages (Payroll) T ) 1 T
Personnel

Expenses T ) T T
(Payroll).

Fixed Assets. There is.no.report duringythe observation

Inventory T l T l

Capital Control.

There is no report'during the observation

Asset
Retrenchment

Balance Sheet
Report

Total assets

Total liabilities

Total sharehaldex
funds

The statement,of
profit@nd l0Ss

The,cash.flow
statement

Cashyflow from
eperating activities

Cashyflow from
Investment
activities

Cash flow from
financing activities

) no reports no reports

Source: Annual Report of Bank Islam (from 2006 to 2009)
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Table 5.8: Turnaround Plan from 2006 to 2009 in Bank Yslam

Agreement

2. DIG an@sl.BH purchased 40

percent'and 9 percent stake
each.in.Bank Islam

Islamic cross-currency
swap agreement.
. Launch of the new

corporate identity of Bank

Islam, officiated by a
Minister at the Prime

called “Commodity
Undertaking-i”.
Launched the first
Islamic structured and
capital protected funds,
An Najah-i.

N CONTENT-
0 ORIENTATED 2006 2007 2008 2009
STRATEGIES
3  Focus on Core Activities
Turnaround Plan (June a. Focused on recapitalizationand  a. The revision on Focused on business a. Core business, such as:
2006 — June 2009) balance sheet restructuring, performance throughithe , focuses, such as Consumer Banking,
which involved several stages Turnaround Rlan (a) consumer banking, Treasury, and Corporate
First Pillar: including: (1) IT Infrastructure included five pasts: (d) (b) commercial banking, (c) Investment Banking
Recapitalisation & Balance Revamp, (2) Transformation recapitalization and corporate banking, (d) divisions.
Sheet Restructuring, Programme, (3) Cost balance.sheet treasuty, (e) corporate . Developed an innovation
Second Pillar: IT Rationalisation Exercise, and (4) restructuring, (b) investment banking (such as wealth
Infrastructure Revamp, Human Capital Development. infrastrucCture tevamp, {established Corporate management, retail foreign
Third Pillar: . Focused on the customer-centric (c)*tkansformatior Finance in 2008), (f) currency, and package
Transformation strategy by focusing on Sales pregram, (d).cost " Recovery Division focused financing businesses, while
Programme, and Marketing Division. rationalizationgXercise,,  on Pre-empting Delinquent building up a quality house
Fourth Pillar: Cost . Core businesses were trade and (e)=Numan capital Financing (for the purpose financing portfolio)
Rationalisation, finance and cash management. 4 develepmept. to manage NPFs and pursue followed by robust risk
Fifth Pillar: Human Capital ¥ Focusingzon consumer intensive recovery programs management.
Development. ‘bankingy busingss in 2009).
banking, Treasury
division, CQrporate
¢ Investrgent Banking (it
Was established in
» Noy&mber 2006) and
Spegial Asset
Management (it was
L formed early 2007).
4  Build for the Future 1. Introduced Wiqa: Forward Rate 1o Entered into its first Launched a new product Strategic Collaboration

between Bank Islam
subsidiary Bank Islam
Trust Company (Labuan)
Ltd and Bank Muamalat
Indonesia Group.
Launched Al-Awfar.
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Note: the Focus business of Bank

Islam during 2008

1. Consumer banking focused on
payment holiday scheme, no
payment during construction,
capital protected structured
investment product, housing
credit guarantee scheme,
strategic partnership with
Lembaga Tabung Haji,
employees provident funds and
restructured or rescheduled
financing accounts such as
(Tawarruq, Bai’ Murabahah
(cost plus margin), ljarah
Muntahiah Bit Tamlik (leasing
ending with transfer of
ownership) and BBA contract.

2. Commercial Banking focused
on innovative Financing
solutions (for corporations an

SMESs), PCF-i, and fmancmg\
strategies (such as Specific Y-

Programme Financing;
Customer-Centric Model,
Product, Pricing and
Distribution Strate
Mlcrofmancmg)

3. Corporate Bank us don
cash manage uch s bulk
cheque, on me

online s p , and po
arrang ) and trade
servi

4, Tr ocused on forex

Q

<'(J
N,
1 O

Minister’s Office, YB 3.
Dato’ Dr. Abdullah Md
Zin.

3. Embarked on Branch
Remodeling exercise.

4. The signing of a strat
collaboration deals w
the European

5. ElIB, agateway
Islam to ma
the European m -
¥
(NG
I

o5
R
°\ S
o)

xpanded its foreign
ncy retail services
h the opening of its
first BDC outlet at the
LCCT, Kuala Lumpur
International Airport.

\»
N
9N

S
S
RN
IS
N
LS

'3

&
7 S

Y-
\,
\‘*7

10.

Launched “Sinar Letrik
Home Campaign”.

Sole Islamic bank and the
only non-investment bank
that the Securities
Commission approved
under its list of Principal
Advisers for specific
corporate proposals in
Malaysia.

The First Commercial
Bank as Adviser for
equity-linked transactions
for YSP Southeast Asia
Holdings Berhad on
Rights Issue

Transacted the first asset
swap transaction for Bank
Islam.

Transacted the first
Islamic equity option
transaction for Bank
Islam.

Launched a new line of
business i.e. Bulk
Payment Foreign
Exchange transaction.
Introduced a new
customer service, i.e.,
daily market news update
via SMS.

First Bank to join the
effort with LTH in
launching the Uniteller
Service.

5
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5. Corporate Investment Banking i
focuses on the CF department (’}
that was established in FY2008 5
to undertake equity-linked
fundraising exercises and T
advisory services.

6. Recovery Division focused on V

Pre-empting Delinquent Y‘

Financing that focuses on > '

managing distressed assets.

PROCESS-ORIENTATED STRATEGIES:

1  Reinvigoration of firm Chairman Datuk Mohd. Bakke Sall poinled 0 ?2269@ - resigned on 15.07.2010)
leadership Managing Director Dato’ Zukri bin Sama pointed on 09.06.2006- 2017)
Members g \Y
« Johan Abdullah (2009-2016) 2 oy
e Dato’ Ismee bin Ismail (Appointed on 0 .M)6-2m16
e Zahari @Mohd Zin Idris (Appointed @.2003— 6*
e Zaiton binti Mohd Hassan (Appointed on02. 00% 6)\
e Salaam Said Salim Al-Shaksy (Appeinted on& chesigned on 26.05.2010)
0
Note: following the policy, the Ta beerimpl ‘ér&e&rom 2006 until 2009. So, for this part, the study only mentioned the last
year of submitted structure organization i

oy
to black

2 Culture Change Recovery Mode: Moving out of'¢ri
Note: Bank Islam has focu
B

themselves to handle wiw 10 @
{ < Source: Annual Report of Bank Islam (from 2006 to 2009)
N
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The Turnaround Plan focuses on two things to develop Bank Islam’s
performance. The first was a recapitalization and balance sheet restructuring ex
strengthen the capital base, and the second is to introduce strategic reform@evels
of operations. Bank Islam wanted to show the main purpose of this stra returnlng

the value to the Bank (Source: Chairman’s Statement of Annual Repo ?006, page 4).

5.4.2 Sustainable Growth Plan from 2010 to 2012 Y.

Bank Islam acknowledges the successful of @ n\w the next
strategy, namely, Sustainable Growth Plans. This egy was mar d'as‘@)s new
beginning for the Bank Islam in particular the f inanCial years betwegen Jul 010 and
resm@@~ the market

, Islam was ready

'ﬁman S statement, page
o)
&

With the implemen tatlo tT Jul qho 9, Bank Islam focused on

improving the perfow% the market oriip@)n (Chairman’s Statement 2012,
as fo se

'3
page 78). The SGP

N at Iea@?ward which was made to optimize
customer serv1c 1 for tk\ ank’s business divisions. The strategy
was gwded w ter :3@ faJ turnaround time, and a more conducive and

support nmgnt er, so e e advancements that had been focused by Bank

June 2012. After the TP, Bank Islam alr, ady d

positioning and all the elements for b@orman
for a competitive market with the n t three- yeﬁ\w\(?

54 in Annual Report Bank Isla @

Islam EN | Report Bank Islztn%\g;lz page 182).) The study provides the strategy of

: in Table 5.9.
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Table 5.9: Sustainable Growth Plan from 2010 to 2012 in Blank Islam

CONTENT-
ORIENTATED
STRATEGIES

2010

2011

2012

1. Cost Efficiencies

a Information on
R&D

. Bank Islam launched another

offering of Malaysia’s first truly
mobile banking service with
Transact at Palm or TAP Mobile
Banking-i.

. Bank Islam expanded its presence

with 19 more branches and more
than 200 self-service terminals all
over Malaysia, in the period under
review.

. Entered into a strategic

collaboration with Tune Talk, to
increase the subscriber base of
BIC.

. Launched Waheed-i.
. Launched the Islamic pawn-

broking (Ar-Rahnu).

. Bank Islam and Barclays Capital
Markets Malaysia Sdn Bhd signed,

a Memorandum of Agreement far
Collaboration on Customisatiog
of Islamic Investment Produgts,,
and Hedging Solutions.

. Entered into its first Islamic eress=Currency swap

agreement

. DYMM Seri Paduka Baginda® ang'di-Pertuan Agong

Al-Wathiqu Billah Tuarnke, Mizan Zainal Abidin
launched Menara Bank Islam that stamnds tall @n a waqgf
land at Jalan Perak,

. Announced the completion of a share sulscription

exercise which gave Banklslam a strategic 20 % stake

in Amana Bank Limited (“Amana Bank™) in Sri Lanka.

Amana Barik is Poised to bé¢ome,Sri Lanka’s first
Islamic commercial bank; '

. Charted Malaysian-corpdr’ate history by being the first

IslamicBank to.advise an a listing exercise. APFT
BeghadsMalaysia’s,léading flight education and
trainihg serviceprovider,<had appointed Bank Islam as
the Principal” Adviser,.Managing Underwriter,
Underwriter apd Placgément Agent for its IPO in
Gonjunction with its'tisting on the Main Market of
Bursa-Malaysia Securities Berhad.

. Launched Al-Awfar Junior for customers below 18

years.of age;

. dntroduced-RM250 million BIMB i Dividend Fund.
. Baunched the “Bank Islam Visa Debit Card-i”.

Launched the BIMB Dana Al-
Fakhim, a money market fund.
Launched the UniDebit, an
exclusive multipurpose, all-in-one
card designed for students and staff
of UMK only.

Assigned improved Financial
Strength rating of BBB and
Foreign Currency long-term rating
of BBB+ by ClI, an international
credit rating agency.

Launched of Islamic DCI-i, a fixed
deposit product linked to the
performance of a pair of foreign
currencies based on the concept of
Wakalah-lil-Istithmar (an agency
contract for investment).

Launched its first full-fledged
branch that provides seven-day
banking services at AEON
Seberang Prai Shopping Centre.
Punched through the one million
barriers with the issuance of a total
of 1.21 million Bank Islam Visa
Debit Card-i users.

Source: Annual Report of Bank Islam (from 2010 to 2012)
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Table 5.9: Sustainable Growth Plan from 2010 to 2012 in Bank Islam

CONTENT-ORIENTATED

STRATEGIES 2010 2011 2012
1 Cost Efficiencies
b Collecting and Reducing . . ;
Accounts Receivable- There is no report during the observation
¢ Cutting Inventory 1/+ 1/+ T/+
d Stretching Accounts Payable 1+ L/+ T/+
o Reducing warket Aoy [
2010 2011 2012
e Return on Earnings l/— /= T/+
e Zakat and Tax Expenses T/+ Ll i/+
T/+ /% T/+
o State of Investments 1/+ 1/+ v+
o Assets T/+ Vet 1/
o Liabilities 1/+ T/+ /%
Equity T/+ T/+ >+
Profit and Loss 1/+ Wes T/+
Adjusting Wage Incentives 1/+ Ly T/+

Tighter Stock Control

S |=h|® | @

Financial and Capacity
Controls

Account Receivable

ihere 1S no repert during the observation

There is neyepoft during,thé observation

e Account Payable N+ L+ 1/+
o Salaries and Wages (Payroll) T/+ L+ 1/+
e Personnel Expenses (Payroll) T/+ M\ 1/+
e Fixed Assets Theke Is no repert during the observation

o Inventory /4 T/+ T/+

Capital Control

Rating Services/Berhad bythe information, such as long-term rating
Al; the short-term rating/of P1 and outlook is stable.

2 Asset Retrenchment

e Total assets T/+ 1/+ 1/+

o Total liabilities /+ 1/+ T/+

o Total sharehelder funds /% 1/+ T/+

b. The statementief profit andiloss 1/% L+ 1/+

e Cash flow from operating _ B
activities /+ LY 1/

o Cashflow from investment /= 1+ /-
activities

eW Cashflow from financing 1+ L- -

activities
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Table 5.9: Sustainable Growth Plan from 2010 to 2012 i %k Islam

3 Focus on Core Activities

Sustainable Growth
Plan.

First Pillar: Business
innovation, Second
Pillar: Robust risk
management, Third
Pillar: Strengthening
enabling
infrastructure, Forth
Pillar: Building
capability & capacity,
Fifth Pillar: Franchise
development, and
Sixth Pillar: Inorganic
growth and corporate
expansion.

Reshaping the Future Bank Islam. The first key, Bank 2011 the year of harvesting the fruits of
Islam focused on high revenue generation potential and  theifilabok in achieving targets set under the SGP
sustainability. The second key, Bank Islam focused on f pose or as part of (1) robust risk
reducing costs. The third key, Bank Islam focused on m ement ructure, (2) talent
prospecting and account planning. velopment tepblild @Tr capability and
g delivery channels for
ity with customers, (4) upgrading
Uﬁl{ %fﬁnology to support their
expapsion, (5) marketing and

onaUI? iatives to rejuvenate Bank
s fr ise, and (6) business process re-
ering to deliver cost-effective, prompt and
stent service to meet customer needs.

1. Consumer banking had focused on in%

product offerings and intensifying non;: baséaingome
2. Commercial banking focused on s fin Ig;s
d

slogan (Balancing our Asset Mix). (
3. Corporate Investment Bankin on adopting a strategy that focused its marketing efforts on the more viable Government
related and blue-chip deals % as ive trangagtions with strong fundamentals with a slogan ‘Sustaining Growth’.
e !GC
W

the slogan Reshaping Our Consumer Portfolio.

g néw pr chtg'ncing between secured and unsecured assets, floating rates for
uaranteed Scheme for SMEs and Contract Financing with the

4. Treasury focused on usin, urities @he slogan ‘Reinforcing Our Competitive Edge’.
5. Business Support Divisien focuse
\ln

'?— nk Islam’s business units in building relationships with customers and
narrowing gaps betwe@s i P
Business Processes’

tin
0 {{es through a continuous process improvement with the slogan ‘Re-engineering

e/ban
@,
6. Operation Divisiop foeused rQ d'ng@venient customer services with the slogan ‘Strengthening Customer Convenience’.
:W ‘X Source: Annual Report of Bank Islam (from 2010 to 2012)

O
S
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Table 5.9: Sustainable Growth Plan from 2010 to 2012 in Blank Islam

CONTENT-
ORIENTATED 2010 2011 2012
STRATEGIES
4 Build for the Future . Bank Islam launched another first, offering 1. Announced the completion of a share Launched the BIMB Dana

Malaysia’s first truly mobile banking service. With
TAP Mobile Banking-i, account owners can
perform banking transactions anywhere and
anytime, without internet access.

. Bank Islam was the associate sponsor for the GIFF

201) held at the Mandarin Oriental Hotel, Kuala

Lumpur. 2.
. Bank Islam expanded its presence with 19 more

branches and more than 200 self-service terminals
all over Malaysia, in the period under review.

. Entered into a strategic collaboration with TUne

Talk, to increase the subscriber base of BIC. 3
. Launched Waheed-i. el

. Launched the Islamic pawn-broking (At-Rahnu), ¢

which was officiated by the Prime Ministeg Y.A.Bs
Dato’ Sri Mohd Najib Tun Hj Abdul.Razak. |

. Bank Islam and Barclays Capital-Markets Malaysia

Sdn Bhd signed a MemorandumwefAgreement fof
Collaboration on Customisatign of 1Slamic
Investment Products and Hedgifg Solutions)

. Launched another first, offering-consumers

Malaysia’s first truly mgbilé"banKing seivice. With

TAP Mobile Bankingsim,account pwners,can ( 4.

perform banking transactions anywhere’and:

anytime, without Intefnet accéss™ & 5.
6.

subscription ‘exercise which gave Bank
Islam a Strategic 20 % stake in Amana
Bank Cimited (“Amana Bank”) in Sri
[Canka. Amana Bank is poised to
become Sri LankKa’s fif§t Islamic
commercial pank.
Announced a/frecordPBZT of RM 503.4
millien_forthe 18 months ended 31
Decembér 2010~ This translates into a
44\%gump on an annualized basis over
RM:233.1(myjllion as at end-June 2009.
Charted.Malaysian corporate history by
being the first Islamic bank to advise on

2 listing exercise. APFT Berhad,

Malaysia’s leading flight education and
training service provider, had appointed
Bank Islam as Principal Adviser,
Managing Underwriter, Underwriter
and Placement Agent for its IPO in
conjunction with its listing on the Main
Market of Bursa Malaysia Securities
Berhad.

Launched Al-Awfar Junior for
customers below 18 years of age.
Introduced RM 250 million BIMB-i
Dividend Fund

Launched the “Bank Islam Visa Debit
Card-i”.

Al-Fakhim, a money
market fund.

Launched the University
Debit Card-i (“UniDebit”).
Assigned improved
Financial Strength rating of
BBB and Foreign Currency
long-term rating of BBB+
by CI, an international
credit rating agency.
Launched of Islamic i DCI-
i.

Launched its first full-
fledged branch that
provides seven-day
banking services at AEON,
Seberang Prai Shopping
Centre.

Signed the Malaysian CIP.
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Table 5.9: Sustainable Growth Plan from 2010 to 2012 in Bank Islam

L —

PROCESS-ORIENTATED STRATEGIES:
1 Reinvigoration of Reinvigoration of firm leadership.

firm leadership Note: Following the policy, the SGP has been implemented frg&ntil

2012. So this part, the study just mentioned the last year Ofi

structure organization in 2012.

2012

Chairman: Dato’ Zamani Abdul Ghani (Appointed onWOll-ZOlG)
Managing Director: Dato' Sri Zukri bin Samat (Appointedon 09.06.2006-
2016)

Members
e Dato’ Paduka Ismee bin Ismail (Appointed on'09.10.2006-2016)

¢ Johan Abdullah (2009-2016)
e Abdullah Abdulrahman Abdullah
Resigned on 19.12.2013)

ppoint !nOl. .2011-

e Mohammed Abdul Ghaffar Hussain (2011- Resigned

e Zahari @Mohd Zin Idris (Appoi 20.09.2003-20 6)4 N
e Dato’ Zaiton binti Mohd Ha ppointed onf02.02:200 -20;@?

o Mohamed Ridza Mohamed Ab (Appointed on 01.12.2010=2016)

2 Culture Change Stable Mode: Building solid jon fora sust
Note: Bank Islam restructured its branch R%?NQ

e mo sed and
customer-centric (Sourc% te Bogk 2 page L%
Source: A@ rt of Bankdsfam (Hg 2010 to 2012)
5.4.3 ‘Hijrah 2 Excellence’ (H2E) from 2013 Y ,<\
N,
The third strategy that @ eménted i nk ,jél_’a}n was the H2E in early
N
ont n@y

2013. In the H2E, Bank Islam MCUSI i to improve the performance

for further leading the growth'ef the industr hiou@%novative products and services

4 2 4% _ _

k Isla@_@ knowledged the implementation of
d S%?(.starting from 2010 to 2012), Bank Islam
had strengthergv fou dafio zfﬁ'l% and dedicated team. Bank Islam also began

to transf(myk banlgin jo
H

under t E Plan, already ur@x/.ay to the end of 2015 (Annual Report 2013, page
\

Nging Director's Operational Review). The H2E has the corporate blueprint that
Islam has to fulfill the achievement on the most KPIs set under the six pillars of
bust organic growth, service excellence, Sharia-led Innovation, resource

optimization, employer of choice and regionalization. Bank Islam was able to provide
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a demanding operating environment by adhering to the H2E and its set targets, which
include among others, asset and financing growth, and non-fund-based incom .
Bank Islam was also determined in guarding its asset quality, introdu@veral
internal measures and minimum requirements in line with the resp financing

guidelines laid down by the BNM. Bank Islam also had strategies?r profitability,

improved asset quality, healthy capitalization, and robust fin cthh, as well as
azan

leveraging on changes in the Islamic banking regulations t t:ige by being one
of the first banks to pioneer new IA products (Annual Repert 2015, p Managing
A%

Director’s Operational Review. The study provides t lysis strat oﬁ t& E in
0 4

Table 5.10. T S Y\j}'

Table 5.10: H2E in Bank% omﬁOl 2015

1 Cost
Efficiencies

a  Information on . W Complgtidh of,“5= 1. The Bank’s Internet
R&D r%l icated B SS banking customer base
n ility
M

cing-i grew by almost 100 %
r 3 illion in 2015,
ij rante ojek complemented by a 48
glt an*Shah Alam % growth in the
\Nn 26;1 number of
\/I iomin 2. F d on the transactions, and 43%
E%ﬁement of the growth in total non-
<ﬁ€nk’s Internet fund based income.
\ Oanking platform, 2. Bank Islam involved
(') which resulted in a and supported the
49.8 % growth in green technology.
% collaboration wi average user
% b gl Oeotbal registration.
ssociatio 3. The Bank focused
Malays%; on structured
3. Name\ ost financing and
\ Innovative Islamic project financing in
Bank in Malaysia’ transportation.
in International 4. The Bank
Finance Magazine transformed the
Awards 2013. following innovative
4. The Bank and proactive
developed optimization of
advanced current resources,
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information developed a high-

technology performance culture
architecture for by cultivating
more efficient efficient operating ?
financial and environments, and \
accounting capitalizing on
management. technology as a key
business driver.
Collecting and
Reducing There is no report during the observat
Accounts
Receivable. \}
Cutting
Inventory /+ /+ L+
Stretching
Accounts
Payable
Reducing Market
Activity
Return on
Earnings
Zakat and Tax
Expenses
State of
Investments
Assets
Liabilities
Equity

Profit and Loss

Adjusting Wage
Incentives

Tighter Stock
Control:

Financial and
Capacity
Controls

Account

Secevable ] ofis ngéépgrt during the observation

Account Paya& T+ SN A;:"’JL/ + Y/ +
I

N L | \
Salaries and w ,»“S“’ 14 /4

Wages (Pay!

Personne ¢ T
Expensesb) I T% ’ 4 (‘) T/+ 1/+
(Payr \(,/

i

Fixed S. o

)
In yh i = I T/+ 1/ +

ital"Control Bank Islamaeported on capital control analysis by observations that provide
findings Sm he information of RAM Rating Services Berhad, such as
long-term AYA3 rating; the short-term rating of P1 and outlook is stable.

Balance Sheet

Report
Total assets T/+ T/+ 1/+
Total liabilities 1/+ 1/+ T/+
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Total shareholder

funds T/+ T/+ 1+

The statement of
profit and loss

T/+ T/+ T/+

The cash flow
statement

Cash flow from

operating activities T/+ V= -

Cash flow from

investment 1/+ 1+ +
activities
Cash flow from Y- v v

financing activities
Source: Annual Report of Bank Is m 2013 to 2015)

4.

.
( —
'4)3,/
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Table 5.10: H2E (Hijrah to Excellence) in Bank Islam from 2013 to 2015

‘mPOS™for the traders at Pasar Siti Khadijah in

Kota‘Bharu, Kelantan, the first such
implementation in the country.

IPO in conjunction with
its listing on the ACE
Market of Bursa

N CONTENT-
0 ORIENTATED 2013 2014 2015
STRATEGIES
3  Focus on Core Activities
e  Hijrah to Excellence 1. Bank Islam uses the H2E plan to manage leverage 1. ¢Alsofocused with on Core activities in Bank Islam were, such
(H2E) has several on the business model and retail banking from IFSA2018 and Sharia-  as:
strategies, such as: (1) prevalent global financial instability. based | AR, 1. Consumer banking focuses on intense
Robust organic growth, 2. Used CSI by the MPC to assess customer 2. Bank Islam,had® _* competition following Responsible
(2) Excellence in service satisfaction. wpracticed,.banking Financing Guidelines.
delivery, (3) Innovation 3. Introduced the MPO contract and Commaodity activities; such-as 2. Commercial banking that focused on
in products and services, Murabahah contract. egnsdimer banking, protecting asset quality.
(4) Optimisation of 4. Bank Islam fully adopted the Basel I11 Accard. cemmercighpanking, 3. Corporate banking focused on project
available resources, (5) 5. Focused on consumer banking, commercigl carporate hanking, financing and supports the
Being a preferred banking, treasury, and corporate investment treasuryy and cash Government’s effort in green
employer; and (6) banking. » anagément. technology.
Venturing beyond ’ 4. Treasury focused on non-treasury assets
Malaysia’s borders. ; " A rather than treasury assets
4 Build for the Future 1. Implementation of the H2E strategieyplan imearly’ 1. §scured approvals from  1.Entered a Syndicated term financing
2013 to improve the bank’s performance by ~“BNM and the Securities with Malaysia Debt Ventures and Credit
developing innovatie products and services Commission for Bank Guarantee Corporation.
through the service innovatiofis, fulfill the Islam Malaysia 2.Introduced a new product/service called
customers need. Berhad’s RM 1 billion VE for the Bank’s corporate customers
2. Improvement of the worker performance to attract Subordinated Sukuk in April 2015.
the top talents in the,market that teadsto the ' Murabahah Programme.  3.BIMB Investment launched BIMB-
bank’s further groth.%, . Bank Islam was Arabesque-i Global Dividend Fund 1,
3. Upgraded the award-winning TAR-i functlonallty appointed as Kronologi the first BIMB Invest Unit Trust fund
with the additiomefmIBET (mobile Internet Asia Berhad’s principal that has 100 % overseas exposure and
Banking FundsgT ransfer) featur which enables adviser, sponsor, sole Malaysia’s first ESG compliant fund.
money transfer of payment in real*time. underwriter and Unit Trust sales hit RM 19 million
4. Introduced the“electronic payment-facility placement agent for its during the 45 days Initial Offering

Period.
4.Pioneered the development of 1A
products in accordance to the IFSA
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5. Introduced Labbaik Account-i, 2-in-1 savings Malaysia Securl\i 2013. Three IA products were launched

account with Takaful. Berhad. (@ on 1 June 2015:
6. Introduced Property Financing-i (Tawarrug). 3. Signing an% ith e Special Investment Account —
7. Expanded Bank Islam’s family of card offerings Kolej Universiti Mudharabah,
with the launch of VISA Platinum Credit Card-i. Insaniah “cash * Waheed Investment Account — Wakalah
8. TruRewards, the Bank’s card loyalty program, Waqf” nitiative to and
provides incentives for card users which is develop osque inthe o Al-Awfar Investment Account
comparable to other card loyalty programs pus of the 5.Received approval for the first RIA
available in the market. ty ' under IFSA of RM 200 million under Al-

Ansar SME Financing. This was
launched by the Prime Minister of

Q}T Malaysia under collaboration with
‘\ Lembaga Tabung Haji. The fund aims to
\,Y- strengthen and lift the economy of

financing facilities up to RM 1 million.

P 4
q S\ X Muslim SMEs in Malaysia through
P <

PROCESS-ORIENTATED STRATEGIES:

1  Reinvigoration of firm Note: Following the policy, the H2E had beMplw?#jrom\EdB until 2015. So, for this part, the study only mentions the

leadership last year of the structure organization mQQﬁS B
2015 Py

2929 =
Chairman: Dato> Zamani Abdul ppeinted n“Ol@'Z

011-2016)
Managing Director: Dato' Sri Zukri S oir]t\éd on 09.06.2006- 2016)
Members T j =
e Tan Sri Ismee bin Ismail @3@ ted oni09. }% iO@b’ZOlG)
o Professor Emeritus Tan Sri Dato' r Husin (Appointed 02.05.2015/2014-2016)
e Dato’ Johan Abdullahg2 %
e Zahari @Mohd Zin N dién 206@2003 -2016)
e Dato’ Zaiton binti Sd san on 02.02.2006-2016)
e Mohamed Rldz 0 med Abq Angmted on 01.12.2010-2016)
2 Culture Change High Growth Moge® era cél and market leader
Note: Bank Isl sed on vmg innovation to deliver excellence (Annual Report 2013, page 1).
\r—) Source: Annual Report of Bank Islam (from 2013 to 2015)

N
S
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5.4.4 Analysis of Bank Islam Strategies

The three findings in this study answer Research Question 4 and 5, foc
the management strategy of Bank Islam, which had focused on the busw@legy,
financial structure and ownership during and after the financial crlﬂ;@nk Islam

published three strategic management, such as the TP, SGP, and H2 owever, using

the turnaround strategies by Schoenberg et al. (2013), the st to find out the
comparative practices among banks in terms of the TP @ 2E
O
5.4.4.1 Content-Orientated Strategies: é I .\‘v}
5.4.4.1.1 Cost Efficiencies \T
a. Information on R&D 0\ é\v

From the indicator of R&D, t!@nentatlon egy@%ﬁe TP, SGP, and

H2E in Bank Islam shows changes h of the % a elopment to improve

the banking performance. In th%e R&QD analysis w. med to be used to show

the corporate re- brandlng a a 51I oungdation @ greater success and healthy

profits in Bank Islaw% e bank

restructuring in 20 20009. '
TP wasalmp ober 2%66 which focused on building a solid
foundation %eater succ aﬂd Cj?hy profits. During the period, Bank Islam
':I

tal fnjecti durn@he implementation of the TP strategy (2006 to

con t(e apltallzatlon and balance sheet

receive

ZOOQh as (i) RM 1.0 bill@'! October 2006 to stop the bleeding, and Bank Islam

itability track and rebuild infrastructure, and (ii) RM 540.0 million by October

655 to strengthen the Bank’s capital and support future growth, investment in capacity
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and capability building, and more aggressive expansion plans (Annual Report 2009
Bank Islam, page 96). T

The SGP as the second strategy used by Bank Islam focused on the @ance
by strengthening KPIs, developing sustainable competitive to gain furtlﬂk@vket share
and strengthening its customer base. The purpose of the SGP wa eshaping the

Future” with a new three-year blueprint in Bank Islam (2010 tg 20
'ncng

The H2E as the third strategy, focused on e-Bank’s elbility to lead the

industry through innovative products and services as wellas ex Il’mq{deeting the
L

needs of its customers through service innovations. T E wasiim ebt@ZOlB

to 2015 after the Bank Islam had strengthened s of the fou@ﬁfion built

us Ianne&;tegies and

by its capable and dedicated team thr tic
initiatives presented in two previous wzablueprin

(it was the TP) and 2010 to 2012 (i@5sep), reﬁ%ly

b. Collecting and Reducing A% Receivabl
N

&
There is no repor oult abltﬁaing the observation of the
implementation of the%ﬂ of the TP, ‘E' anblZE.
4

c. Cutting Inventon\ l 8 é.}
The imﬂ%ﬁatio P a@%SGP provided an increased reports on
[

!
inventories. e cantrary, Bgnk(j;?am provided different reports after the
<kv N
implem% of the' H2 Epm ZBd%to 2015. An increased report on inventory only

hapng@n 201310 2014. Me n@Hile, in 2015, there is a decreased report on inventory.

.xhinq Accounts Payable

Q During the TP, SGP, and H2E, Bank Islam provided a stretching accounts
ayable report.
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e. Reducing Market Activity

The indicators from the reducing market activity are return on earninth
and tax expenses, the state of investments, assets, liabilities, equity, and pr@ 0SS
In the implementation of the TP and SGP, the value of reducing ctivity is
influenced by return on earnings, zakat and tax expenses, profit an&s: During the
H2E implementation, which affected the value of reduci Net activity was
influenced by return on earnings, zakat and tax expenses, %mpts

f. Adjusting Wage Incentives

To analyze the wage, the present study me@e salarles wﬁg&ﬁ%s well
m

as personnel expenses reports. From the SG show: ropped report on

wage, meanwhile, there was an increased r rt theﬂSP and\H2E. g

g. Tighter Stock Control

There is no report of stock I durin \e\%pl ﬁ\atmn of the strategies
of the TP, SGP, and H2E. o 439
h. Financial and Capamty ntrols Aj §

To analyze fin% capa'glw |s, tudy provides the analysis from
accounts receivabl Qqunt arles wages (payroll), expenses (payroll)
personnel, fixe ssetSyinve eII pltaI control. During the TP and H2E, it

shows the |n fi anC| |ty controls due to the indicators, account

payable ntory oweyver, m& SGP, the changes came from account payable,

sal d wages, and per: I expenses brought the changes in financial and
\

@«,comls.
S
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Schoenberg et al. (2013) explains about many studies reminding to be cautious
in order to avoid damaging assets or resources needed to maintain the firm’s COT
and, to stop cost efficiency after a suitable length of time. In so far, certainft ave
shown that firm that have failed in their turnaround have over-pLA%the cost-

effectiveness, as this decline has actually been exacerbated (Table Z.R.

By measuring cost effeciencies, the study explor: d}&,interpreted the
: ai: |

information based on the information on R&D, accounts r cutting inventory,

accounts payable, market activity, wage incentives, i nw capacity
L

controls. The study shows that Bank Islam’s practices'dtning the TP, ; kn& E are

\ for@ﬁping the
ue to@gc:mpleted by
Iity@e its inception of

interpreted differently under cost effeciencies.

bleeding in October 2006 and restoring the&w

2010. Bank Islam had made a remark&i}

the Turnaround Plan, building a soli ndatlon gh t g@and and even growing
N

from strength to strength in vari are% (Fi nalal ment Bank Islam, 2008,

page 68). The assessment @29 Re TP rather than SGP and H2E

flcj
k Islam’ I‘EC appear to align with the cost

$ &

entegu/of the TP between 2006 and 2009.

has led to a conclusi%

efficiencies evaluat&during tr :

SN

\ | c.%J
54412Ass renchment b 4

2\9 retrejac me s ate@ﬂs used to determine whether efficiencies can be
acmeva in areas of the firm th Yk performance or if the asset is best diverted fully

f allowing it to contlnue operating at a weaker level than the rest of the firm
er 1980; Morrow et al., 2007; Schoenberg et al, 2013).
For an asset retrenchment, this study provides the source information from

balance sheet (an information that comes from to total assets, total liabilities, and
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shareholder funds), profit and loss report (the report comes from profit and loss account
of the year after zakat and tax), and cash flow statements (the information com?sm
operating activities, investment activities, and financing activities). The use s of
asset retrenchment as part of a turnaround strategy depends on Whetm;@ firm can
generate cash flow from any disposal (Filatotchev & Toms, 2006; oenberg et al,
2013). This is often assumed to be the case, but the easy disp SZM cash generation
due to asset specificity, second-class liquidity, and e rCrs fan still face a
significant difficulty. ‘\d
oy
During the TP, the indicator of asset retrench hows the f tu‘te ‘e}inges
in report of balance sheet and cash flow state thﬁ cha@g in asset
retrenchment was recorded from the statement praf"t aneh loss q@‘x; cash flow
statement, and the H2E shows the cha In aset retren nt f@"the report of cash
flow statement. (,) \T ,<\
S
The assessment of as chnﬂent ring the-TP, SGP and H2E has

— &
concluded that Bank Islam’g practices l ar tg alig sz}h the asset retrenchment that
is aligned with the ass%ﬂtetho:ﬂ‘ f Sc oeﬁbe@tet al. (2013).

’
NN %CQ
5.4.4.1.3 Focus\ e Activities (5&/
!
:?Mm&‘g‘]we markets, products and customers that can
d

Thiss invalves
eorP@ng business activities into these areas. The firm

generate %St [?0#
% ‘<

can alsoyreturn to activities it r@;been famous for in the past (Hambrick & Schecter,
N

a
1§3N—.|ofer, 1980; Schoenberg et al. 2013). Every strategy has different sets of focus

re activities such as:

0 a) Duringthe TP, there are five pillars to improve banking performance, which

are (1) recapitalization and balance sheet restructuring, (2) IT infrastructure
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revamp, (3) transformation program, (4) cost rationalization, and (5) human
capital development. T
b) During the SGP, there are six pillars to improve banking perfo@}such
as (1) business innovation; (2) robust risk management; ( gthening
enabling infrastructure; (4) building capability & capacity; (5) franchise

development and (6) inorganic growth and corpora{e Mion.

c) HZ2E also has pillars to improve banking perfo & such as: (1) Robust

organic growth, (2) excellence in service deli (3)1i nw products
L

urces, (5) being m‘@?e:red

uishi@;racteristics,

cov@% unlikely to lead

and services, (4) optimization of availabl

employer, and (7) venturing beyond

In addition, some studies warn folléwin

hence qualifying as a piecemeal approaeh’, that a success

to further reinforcement of the imp@s:e of the\t:us?m
on selected core activities to%; a Clear mpetztgcé)strategy. (Hambrick &

Schecter, 1983; Schoenber MOT #The assess of focus on core activities
ded

'éore. The firm focused

/

during the TP, SGP an s concl at Bb@'lslam’s practices appear to align
\';a ’ &
Is

with the focus on Qiactivl't ﬁn&d with the assessment method of
Schoenberg et a@ﬁ

). '
@ ? (JC.)
N
54.4.1. u%he Futdre
&is s the stage in whi immediate crisis is over and the financial position
N
ilised (Filatotchev & Toms, 2006; Robbins & Pearce, 1992; Schoenberg et al,
). Build for the future is aligned with the turnaround process recovery stage. This

Q:overy should of course be undertaken with precaution and consideration, and is often

launched as a growth strategy based on the firm’s strong core focus. In this phase, firms
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tended to re-deploy existing asset systems to broaden the product line or to enter new
geographical territories (Pearce & Robbins, 1993; Schoenberg et al, 2013; Suda?um
& Lai, 2001). ('}
During the TP, Bank Islam focused on improving their peﬂ'&@nce after
declining performance. During the SGP, Bank Islam was focused ongpreparing to be
competent for entering the competitive market. During the H Islam started to
develop wings for a better performance to maintain marke X:It'was argued that
the turnaround is only completed successfully when the™itm co cew‘been left
es in the fut rel(%%&
en% 2013){ With the

and Jégzt:) grow. The
sed @ns to conform to

with the ability to renovate itself to react agilely to

Bartlett, 1996; Stopford & Baden-Fuller, 19

assessment of the build the future t Dlslam’

Schoenberg et al.’s (2013) evaluati thO for

% &
5.4.4.2 Process-Orientated S xg A} Q\

54421 Relnwgoratle $ m Le ers pl
The firm’s CEO is often arlyl e turnaround, and in some instances

\

it is even clear that firm

(Schoenberg w 13; t5pf

complet 2009 oVi e stra@glc bank stakes for the Dubai Investment Group

e dl@ ties and actions are urgently necessary

& Béja@ -Fuller, 1990). The bank’s recapitalisation,

and Le& Tabung Haji. Oncﬂ;eyc:ther hand, operational reforms have increased the

ss of risk mfrastructure operating processes, and the provision of client
Servic

ices as well as product innovation. In compiling the annual report, the management

Qd been working towards a “total solution” to address the Bank’s failure to provide

financing since the financial year ended on 30 June 2005 (Chairman Statement; Annual
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Report Bank Islam 2006, page 3). On June 9, 2006, Bank Islam appointed Dato’ Sri
Zukri Samat as its Managing Director (Annual Report Bank Islam 2009, pagt?ﬂo
bring extensive financial services industry experience and was committed: t Isting
the Bank in becoming a dominant player in the global Islamic b&‘N industry
(Chairman Statement; Annual Report Bank Islam 2006, page 3). As W Managing
Director of Bank Islam, Dato’ Sri Zukri Samat directed th iMentation of the
bank’s turnaround plan and the achievement of the bank’s s Y;)als and objectives
(Annual Report Bank Islam 2006; page 6). During the Ban I.s‘mm\dablished a

oy
Special Asset Management Division to eliminate distractions betwee etn@ment

of distressed assets from business units to e

nk Isla ocus\&' its core

SO ate&Tﬁo In ZO@eStore poor

corporate and consumer financing to a'si le })of. The diwision ?@ﬂade a significant

contribution to Bank Islam througrﬁgjdoptiMna i;;}nd intensive recovery

N
programme. The Bank Islam’ s@lally as a result of this
&/
@iew, 2008, page 30).

f BaI Isl 'Dbb’ Zukri bin Samat (appointed on

business in 2007 to 2008. Bank Islam also

recovery programme (Man@
The Managing% 0

‘.’
June 91 2006 to 2 QQ\had be‘g \oL ed ir@ﬁree phenomenal strategies, such as

TP, SGP, and H2E. Me firstyj 'ank {?J%h and released a TP (2006 to 2009) but
¢
during the i tation of t egtraée;%s, Managing Directors had been assisted by
N
a differ% g o Sy <
Y'

Athe TP, the Chairm n}v‘as Datuk Mohd. Bakke Salleh (appointed June 3',

@d resigned on July 15", 2010), meanwhile the SGP and H2E were carried out

& e same Chairman by Dato’ Zamani Abdul Ghani (appointed on March 1%, 2011

2016). The change has a symbolic power. It is an indication of the current situation
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being unsustainable. The firm’s will to change was serious and the process of revolution
started (Arogyaswamy et al., 1995; Boyne & Meier, 2009; O'Neill,1986; Schoe t
al, 2013). Managers can take for granted the assumptions and beliefs they @de in
the firm, so that they cannot identify or agree to any actions that do not sual way
of doing business. In such situations, the substitution of the CEO may giVe the replaced
members new perspectives, assumptions, and experiences, and above’all new ideas as
to the turnaround strategies that the firm can implement (S &;e

al., 2013). Asa

result, new TMTs are required to allow the firm to fo n ne M. Finally,

_ . 9 X
different managers have different skills, and those ought the fir, 'o .lg»g rrent
position may not be well-suited to lead the turn Schoen aI.,{)&f&).

The staff of Bank Islam also had thésassurance

could bring the CEO and the new mawa back to
to make most of the time decisions@s\/ere no \C&s¥ri @ular, but essential for
| S

the bank's survival. The introd the rﬂanag ent tqu: of some non-Muslims to

the @Xt.rategy, they

abi@%vlanagement had

fulfil the vacuum and to p@.@cror u for@rtant positions, such as risk

management and IT. 2Sr1'Zukri Samat, ad shagly criticised for hiring them, but
’ 4 ¢ &

looking at our positien today, if \d\ ut %@ane of the bank's best decisions ever.

to
(Dato’ Sri Zukri am ‘1%2{ called upon senior managers to develop

!
tﬂ'eeei:n‘g? and restore the bank's path for growth by

turnaround
N
creating% anageme ‘Ieam @m from Danaharta) to restructure the bank and

restm& financial well-beiq%wan Nursofiza & Madden, 2014). Dato’ Sri Zukri

\,N\/Ianaging Director of Pengurusan Danaharta Nasional Berhad, which was a

& nal asset management company established during a 1997/98 Asian financial crisis
m

anage non-performing loans. Danaharta was a debt settlement agency created by
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the government as a precautionary measure to prevent bank failures. In managing the
financial crisis, Malaysia placed a critical element in the national agenda for

that it was out of the woods. (Dato’ Sri Zukri Samat, 2014). Hizamuddin @ddm,
that time before joining Bank Islam had role Bank Simpanan Na5|on was very
strongly approached and that he accepted Dato’ Sri Zukri Samat’s p&(;al to rebuild
Bank Islam as the Head of Strategic Planning because he thought this new experience
was a unique opportunity once in a lifetime. A special as &g.e ent unit was set
up, and was led by a team of previously with Dana Har add engre of the
etitems a u]cliiigg:ies.
ag ressi ove%‘gﬁorts and

amat, had q@proposed that
the @‘kmg and mindset,

bank to perform financially. They then focused on lar

The bank’s balance sheet was further strengthe
the liquidation of non-yielding assets. Daté3, Sri

people who view Bank Islam as only Ims;should ch

and had brought non-Muslims in@S& maﬁa‘te

G
positions, as well as promote cr ral Igarnm muban isk management, which

‘h)' fill unfounded key

&
einthe &Eg‘ve losses. Jeroen Thijs, Chief

had taken a back seat, playe fIC

Risk Officer, joined |n J uary 069@ was given carte blanche by the
Board and Zukri to build the rls ent structure from the ground up to meet
international s &e emg the only non-Malaysian on the

manageme E as |t|aII téll@g due to cultural differences. Hizamuddin
explai % y Vigiti ?nchthe management team, including the Managing

Boaﬂh nager, Zukri, was mvo]?éd to provide first-hand information from the tellerts

t a lady on corporate plans. The management team of the headquarters also

& ged in the bank’s strategy with the offices for the very first time in the history of

e bank and were transparent about the corporate plan (Wan Nursofiza & Madden,
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2014). For Dato’ Sri Zukri Samat (2014), it has been concluded that the right people
should be put in the right job and their talents nurtured, motivated them to ;Vm
instead of forced encouragement that will eventually lead to “leaders creat@ers.”
The assessment of the reinvigoration on firm leadership that Bank I& practices

seem to conform to Schoenberg et al’s (2013) evaluation methogor turnaround

strategies. \,
5.4.4.2.2 Culture Change ‘\d
@

When the firm has a change of leadership, thesliterature highli tf thg}bglz\ of
=\
h

culture in helping to rejuvenate and readapt the_fi firm JA Chapg@e of cufture may
itl

\h N
no lohger be relevant
to the firm’s changed environment an@' then bediscarded istoric operating

routines and new employee behavitrs (Schoe \g{t? 'é), T
practices of Bank Islam on cult@ge, Which are;, Qc?

&
a) During the TP, Bawm e rer‘{ﬁery mode that was developed
the crisis

‘%turn to the black.

be needed to challenge previous beliefs and,assumptio

(@]
>0

e study show the

id fou@a ion for a sustainable growth.

on the visiof to mave out 0 i
'3 2
b) The SGP%de ank ‘Iam\ us or@ stable mode that was developed on
S

the viﬁ% bui
Vs, §0 hi
QCu ((_)/ high growth mode that was developed on

%v. . N
thewision efloperati na@eellence and market leader.
e str

E ategy of culture es, indicates a change from the old way to the new
\

\the company to move on. From the TP, SGP, and H2E, Bank Islam shows a
ign to achieve different cultures, but still had the same goal to develop Bank Islam’s

rformance. The assessment of the culture change shows that Bank Islam’s practices
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seem to be aligned to Schoenberg et al’s (2013) evaluation method for turnaround
strategies.

The study summarised the evaluation of Bank Islam’s post-fir% risis
recovery process by comparing Bank Islam’s strategy management of SGP and

H2E and knowing the different Bank Islam’s practises among the TP, and H2E as

shown in Table 5.11. \,
Table 5.11: Summaries Three Strategw&slarr
| ]

Turnaround Strategies by Schoenberg et al
TP SGP H2E
(2006 to 2009) (2010t02012) (2013 to 2015)

ITEM
Content-Orientated Strategy

1. Information on R&D N v - b Y‘}, X
2. Collecting and Reducing Accounts ‘
Receivable V%po‘ O(Wort 4 v Noreport
3. Cutting Inventory - " N
4. Stretching Accounts Payable NN\ v

5. Reducing Market Activity

a) Return on Earnings g v X X
b) Zakat and Tax Expenses Vv vV &X v
c) State of Investments X X v
d) Assets X X X
e) Liabilities V V v
f) Equity A\ w 4 X X X
g) Profitand Loss v X X
6. Adjusting Wage Incenti P v X
7. Tighter Stock Control " No report No report
8. Financial and Capa ontrols |
a) Account Recei e ‘l No report No report
| e - N ] J
(Payroll) P i (‘;J X j X
) P X X
1 7 Noreport No report No report
i X v
V V V

ofit and Loss Account of The Year (after
akat and Tax)
3. Cash Flow Statement
a) From cash flow from operating activities v v N
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b) From cash flow from investment N N N
activities
c) From cash flow from financing activities N N
v v v
v v 2
Process-Orientated Strategy
v v s 4
v v v
TOTAL 17 17 17

Source: Annual Report of Bank Islam,(from2006 to 2015)

5.5 Conclusion Y-
The study intended to find out the practices th@am@?ut during
its recovery process through the model of turnar rategies f nBerg:zet al.

oundist m
N
o _ | S
(2013). The study also provides an outline of r Five to/show the ges as
4 \,‘Z‘

depicted in Figure 5.2. \ X
e “\ -é\

CHAPTER 5: TURNAROUND STRATEGIES IN BANK ISLAM (g

v \’ g O

5.1 Introduction E 5.2.1 Cost Efficiencies

5.2.2 Asset Retrenchment
5.2.3 Focus on Core Activities
5.2 Content-Orientated Strategy in Bank Islam
5.3.2 Culture Chanae

5.2.4 Build for the Future
=
5.3 Process-Orientated Strategy in Bank Islam

! ‘ 5\ | 5.4.1 TP in Bank Islam from 2006
to 2009

5.4 Strategies in Bank Islam N 5.4.2 SGP in Bank Islam from 2010

N
&7

)
C 5.4.3 H2E in Bank Islam from 2013
N
| Qg-/ 5.4.4 Analysis on Bank Islam
(_j 5.4.4.1 Content-Orientated Strategies

to 2015
% Strategies.
% E\\ 5.4.4.1.1 Cost Efficiencies
% 4 ‘o 5.4.4.1.2 Asset Retrenchment

5.3.1 Reinvigoration of Firm Leadership

T 5.4.4.1.3 Focus on Core Activities
g}’ 5.4.4.1.4 Build for the Future
\ 5.4.4.2 Process-Orientated Strategies
5.4.4.2.1 Reinvigoration on Firm
Leadership
5.5 Conclusion 5.4.4.2.2 Culture Change

Source: Developed for this Study
Figure 5.2: A Diagram Outline of Chapter 5
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In terms of the recovery process, the study provides the three phenomenal
strategies of Bank Islam, which are the TP (from 2006 to 2009), SGP (from

2012), and H2E (from 2013 to 2015) during recovery, and development{a vvth
performance of Bank Islam. In general, the study provides the s&*y of the
turnaround strategies of Bank Islam as presented in Table 5.11. BankySlam appointed
Dato’ Sri Zukri Samat as its Managing Director on June 9, 20 al Report Bank
Islam 2009, page 23), who directed the implementation o %;s furnaround plan
and the achievement of the bank’s strategic goals and o ives WBOH Bank
Islam 2006, page 6). Dato’ Zukri Samat, has the exp

e as the aéng@?e'ctor
nd he‘cr ate Yc-)develop
N

for g@og: restructure
rele@% three strategies,

S K‘@vasmplemented from
2010 to 2012), and H2E (was %nte rom 2013 toQ(ﬂS) The focus of the TP

&
was on strengthening the ca%e, rT g thﬁ%nce sheet, and implementing
strategic reforms at of b ;-n} WIHOWO distinct aims; returning to
owar.

of Pengurusan Danaharta Nasional Berhad (Da

turnaround strategies to stop the bleeding, r:

the bank, and restore its financial Nﬁ}

which were the TP (was |mplemen 2006

o
profitability and wlng tr ustainable growth. The study had
already exploreQ{ er P an essed the practices of Bank Islam on the
recovery pr owe er inforder tb“r?swer Research questions 4 and 5, the study

could n ocusfon_ t }' P. T@ls because Bank Islam had also released other

stra such as SGP and ZI%'SGP and H2E served entirely different purposes in
t% rmance of Bank Islam. These three strategies were announced by Dato’ Zukri
the managing director of Bank Islam. At the same time, the study aimed to find

6&[ the changes of Bank Islam during and after the recovery, by comparing the
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assessments on Bank Islam’s practices among the TP, SGP, and H2E based on the

Schoenberg et al.’s model. Yv

The assesment of the content and process-orientated strategies reveals ank

Islam's practices appear to be consistent with Schoenberg et al.’s (Z%nodel for

turnaround strategies. Y ’
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