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CHAPTER IV

METHODOLOGY

X
O

The research Methodology is defined as the technique,of i§ntification of

L)

specific issues to discuss and identify strategies to solye Ynsearch problems

findings

of this research, this chapter discusses the suitable mgthodologyjto uge. ﬂs@"this
chapter will present the choice of study perspec% ]¥e ng, ’

, ptlorv.a d thus

hy, t Wethodology

) tecSQues that will be

4.1 Introduction

(Industrial Research Institute, 2010). Therefore, to achi

proceeds to the discussion on the research approaclyand

and design of the study, and, lastly, is @ssnon

used in data collection.

4.2 Choice of Study

With the concern % eilsl ‘nc ;:p!q ystem and finance, the study

decided to examine ¢ k mzfa t: b se various studies have shown that

QI
effective credit ri ' ag n en (3 f&)@effectlve management and control. To
o‘
n

uct udy on the role of credit risk management

fill the Laps cnde to ?)
in the con n l banl\l S)gtem d Islamic banking system in Malaysia when

3
carryi mancmo decisionsﬁhs interesting to understand the current practice of
]

t evaluanon process in the conventional banking approach and Islamic

Q pproach, and then identify how Islamic principles are used in the credit

evaluation process in Islamic banks.
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The topic was found to be relevant and challenging because the study proposes

to implement good parameters for the credit evaluation process in the Islamic banking
approach after having in-depth interviews with experts in the area of interest in the
study (bank officers who conduct the business loan/financing and Shariah a@
The growth of banking activities in the industry, and the concern ‘(%.Ially
responsible banking for Islamic banking, as well as the need to be %ctive in
their credit risk management techniques and strategies before givh%zcing to their
customers is necessary because Islamic banks differ from eWntional banking

system in terms of the nature of the contracts conducted. id
[ ]

In addition, the choice of subject is one that as

of credit evaluation process in conventional bankin
and “Is there any difference in the current praqgjce ¥ ar

by using the inductive approach, the st rE)ides k

wvhat is ghe ¢ rf‘rt Q@ce

Islaghi¢ bghkinggystem?”
£

(S san@g— Therefore,

=
Q,

ge,@%re conducting

interviews with Shariah advisers to obtiggsgeir poimvi ‘%arding how Islamic

. . . @ S
principles are used in the credit ey, progess. If i¥ ar@pated that based on the

\ A
findings from the study it will iblgfto se @d parameters for the credit
Q@ . z LY

evaluation process in the Istnig)banking ph(t/o show that Islamic banks must

N O
be more proactive in &\na e‘men nd &@gies because Islamic banks offer

\.v K
different types of elal dg o ?ln in their banking business. Thus, the
findings can b %y Islagnic pagks ﬁtermine whether they have to implement

some of‘theSI s in their Credit rigkfmanagement.

N S
N

(¢]

17%2]

ot
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4.3 Perspective
According to the Macmillan dictionary, perspective can be defined as a way of
judging how well and bad something is in comparison with other things and it is a way

of thinking. Blindness is the contrasting concept to perspective. Therefore, pw

does not have the same perspective as others due to the differing peS%e in

thinking.
Therefore, how an individual judges something depends the¥individual’s

perception. To maintain the perspective in this study, the stu Wntify and focus

on the perspective from the financial management i Lkm system

v
industry. To achieve this, banks should maintai the er r\e anc@e towards

their customers because, as an mtermedla\% industryy nkséy an important
role, and, if they do not perform well in %nanma \us?y

bank’s performance might occur. 6—
Hence, each type of ba Tv loo he two-way direction in
managing sound credit risk% ment ‘?_2; nbenefit comes to the banks if

they can perform well a r‘turn d ba alue and thus good information
N

C} |(_)o
S

Aécelved idea or p’fb?ldlce relates to the concept of preconception.

among them.

a of writing this thesis is derived from the author’s preconceived idea

dit risk management in the dual banking approach, which was derived from
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four (4) years of degree studies on Islamic banking and finance, which motivated her
to write on this topic.

Thus, this directed the study to determine how in reality applications in the

dual banking system (conventional and Islamic banking approaches) delegate rigg

£

credit before giving financing to the customers. Therefore, the current arei %erest

in the course of the master’s degree in Muamalat Administration encouraged the study

on this topic. Vz
4.5  Research Approach : '
There are two types of research approach — dedyctive ¥pprdach

approach (Dowson, 2002). The top-down approach to th

hypotheses and thus are referred to as deductivg The

hypotheses to test whether to accept or re@e
the bottom-up approach refers to the ginductfve oTn, % moves from the
observations to broader generalizatb@a tifories, €is tl@ﬁtcome of the study
LY

S

(Bryman and Burgess, 1998). \
las !se@cause it is the most suitable

Therefore, the induu%;roach
P g

, S : ¢
for the purpose of this sch y us‘%(qbahtatwe data. Bryman and Bell
. &

(2007) stated the stag pro@, as shown in figure 4.1 below:

)

ivg @pproach Step-by-Step

A% \G}' ~—Theory

~— Tentative

E\ ~Pattern Hypothesis
D Observation

=

%0

—

Source: Bryman & Bell, 2007
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The inductive approach starts with observation, pattern, developing tentative
hypotheses and then develops a theory therefrom. Cooper and Emory (1995) viewed

that from the inductive approach, between a reason and a conclusion; there is no

strength in them as both of them use the deductive approach. \T

Therefore, to develop a theory from the observation, face-to-fase%views
the

will be used to gain the perceptions from the bank officers of business

loan/financing department and Shariah advisers in Malaysia. Byagsind¥the interview

guide, it is expected that the person’s perception of the 'ffewqypes of banking

approach might be different. In addition, the conclusio e udy&?scuss the

facts, situations, experiences and thus, ultimately, will ort the fonc ii)n.. \Y'
; A
\ \eY-

4.6  Research Philosophy

X
What reality is defined actually e%ythe il phagreswell, 2013).

Therefore, behind the tools of research gsed, tile \n;{ n ¥ Wdgy important because

S
it gives the researcher guidance%mduﬁting rese@¥ch. Based on this, a

researcher must not feel g -1\ T ie\g many people, unlike in
?o fr

quantitative research, as t g ¥ophy df re atl:l‘@lps the researcher to recognize
(3
whether or not the strat he or ‘;h \sorkin%ﬁh do well (Patton, 2014).

According &ry n
d ; e
arell phi

categories of

(2(&% and Patton (2014), there are two

)

jstemological orientation and ontological

i

hijos
e - v Loy AL |
orientation istemol oriap#dition is defined according to how researchers
a:\

>
study & eality and how “Wfey inform the other people. There are two

c @ns of this orientation — positivist and interpretive. The positivist is more
ite

fo quantitative research as it is based on testing a theory to predict the

understanding of a phenomenon. On the other hand, the interpretive is one of the
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studies through which researchers understand phenomena by interpreting the reality
that the people assign to the meanings.

In addition, ontological orientation raises the question: what is the nature of

the reality that can be other knows about it? Therefore, this is the nature of@y
] th

based on the understanding of the researcher. There are two catei%

ontological orientation — objectivist and constructionist. According koff and

€

Johnson (1980), objectivist is the existence of the objective and uncdgditional truths

and thus the reality exists independent of what is in the resTNs mind that has
appeared from the thought. Constructionist, on the oth d,
existing phenomena are continually being accom ed bW thefsoci

pli
only being constructed.

n it A\jll interpret these by
N
using face-to-face interviews a ] ifyifig t urr@praetice of the credit
: . x &
evaluation process and how dlffer ty', nk ate their credit risk before

giving financing to the c% . Aftel{tha :ilt: @omes from the interviews will

allow the study to co ta poir Yew cc&fning their credit risk management,

and, thus, intervq;v ] b.e ted®1th Shariah advisers to validate the
refli

ctérsond is
IS

¥ i

parameters fo% t evpluagon\ pro, in Islamic banks.
Q/ ' 4 (3 Q\

Yv
4.7 h Method $’

%nan and Bell (2007) divided the research methods into two: qualitative and
n

@Ative. Qualitative methods concern the behavior and the tool is the interview to

understand the human behavior and the reasons for the behavior. In addition,
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quantitative methods concern the hypothesis testing, which include the numeric data
and collected data by using a questionnaire.

Since this study is inductive, the qualitative method is preferred because the
study uses the relationship between the research and the theory, and, as th rew
measurement, hypothesis testing is undertaken. This helps to answer %earch
questions by in-depth interviewees with the authorities concerned in t ear&f study,

=

and then the outcomes from the interviews are compared in tenw eir answers

with the theory. Yv
4.8  Research Design \d, X

N
=)
Before collection of the data, a research ne design tRat m! 'ﬁ'om the
: ¥
work plan and it is important for answering the ressrch q \fsq (B@n and Bell,

2007). Therefore, to have the informatio q theNsghid Ondé;qed face-to-face

interviews with the bank officials of th;hs ffT d f‘iﬁ{ﬂ types of banking

system. This is because it is believe oméhe ex ’S \ of view on the credit

risk management, they know (Mou ated éﬁ of topic based on their

experience of credit risk of kini flnaa'ng decisions in the banking

—

ing the interviews, the study produced an

the related pers@' evelf b

b At e

interview g ake 1t ggSied for to answer the questions. Figure 4.2 shows
; § >

the desigggframework of the resear®s’study:

N

system. N
The design E&q a ita. { is(.)@nly based on in-depth interviews with
Ir@co
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Figure 4.2: Research Design

» Secondary
Sources

* In-depth
Interview

» Business

Financing
Officers

Phase |

Based on the research design explained, tY’l bblo{ OWS @mary of
respondents with a total of eleven (11) re sp@ h wgave vid o (2) types

and phases of respondents. Six (6) of them buw ncikgﬁﬁcers and put

under the phase one (1) of analysxs as l tqdiswe h p@e one (1) of research

questions and objectives. Then, ve the arzq&ﬁv:sers and put under the
phase two (2) of analysis a ell to ans ;} 0 (2) of research questions
and objectives. All of re onde ts i sear dy are viewed based on their

experiences in area QQin sts, a ln le us with their job positions in the
industry. : , 4 (}‘—)
Qf N3
& vk <>
A N
QO

N
S
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Table 4.1: Summary of Respondents (Business Financing Officers)

Respondents

Phase |
A B & D E

F
Male Female Male Female Male 3[6
a BIMB

CIMB Islamic ~ SME ~ Maybank — RHB Banka

Bank [slamic [slamic V

8 Years 6 Years . 6 Ye 8 ' 30 Years
Years ew
é :

Gender

Banks

Experiences
2]

Education

Gender

&\ 0 § Female

Experiences

PhD Level
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4.9  Data Collection Method
The data collection method is different from the research design because it is
the way the researcher finds the information related to answering the research
questions by using the sources included. The two sources are the prn{ and
secondary sources. Saunders (2000) defined that when a researche & S new
information it is called a primary data source, and that secondary soviare defined
as those sources that come from previous data.
Therefore, the study was conducted using primary gozdary sources but
started by using secondary sources. The study started he sWary-based

ich hdlped o’a@.the

ct@ -faz;@?cerwews
fcor@tcnal loans in

e experts A the @ted area of study

sources. the Internet, textbooks, journals and article
research questions. In addition, the next phase w
with the experts in credit risk management 12

the banking system and Shariah advnser

based on the interview guide to valld prop \r 1 Lég The next phase was
? (|}

the proposed parameters in the b finaney cred1t risk management

after interviews with the Sharia sers, e proposed parameters, the
study undertook the valijaél ; @usmess financing officers and
Shariah advisers to a&\ne par ers for the credit evaluation process

\,p &)
in the Islamic ban rogche (.)

The t t s included a tape recorder. From the tape
recorder, he&analyzed the flqd_;oys using NVivo software before inclusion in the
thesis. \they are experts in the area of study, the banks that offer an Islamic

f finance and full-fledged Islamic banks are suitable for the research since

the T¥earch study is to identify the current practice for the credit evaluation process in

the conventional banking approach and Islamic banking approach. These types of
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bank will help through obtaining their responses from which the findings and
conclusions will be derived. By using the tape recorder to record the answers, it is
casier for the researcher to maintain eye contact and understand their experience in
managing the financing decisions. Thus, it is easier to discuss with them witho
need to take notes and thus helps the interviewees to feel comfortable. %\

In addition, after conducting the in-depth interviews with the ef* all the
recordings are transferred into the software and the copies semk to the
interviewees to enable them to make the necessary corrections vyleir inclusion

in the thesis. '

N
4.10  Chapter Summary % ’ .\("
’
¥

This chapter discussed the choice ofw \lbsg?ed cgarding the
perspective and preconceptions of the stu ,G}fus é
research approach and philosophy. &m
methodology and design of the stu@ _thi

used in data collection. \
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